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Japanese 04l Situation - Celexdar Year 1937
Reference: NA/Tokyo Report No. E37-37 =, 77 77~ 4
Enolosmire: Oonfidential table of detalled figures.

The following report is an outline in long tons of
the oll situation in Jepan as noted in detall in the enclosure,
The source, dependable, 1s the seme as in the referenced report.

Factoras used:

Fuel oll - 280 gallons sgual one ton,

Crude oll - 300 gallons equal one tom.

Diesel oll - 320 gallons egqual ons tom.

Eercsine and light olls - 330 gallons egqual one ton.
Gasoline - 380 gallons squal one ton,

Lubricating oll - 304 gallons equal ome ton,

1. D@AESTIC FRODUCTION 1937 1938
(a) Crude
Japan proper 344,000 536,964,8
Formosa 5,080 5.195,8
Saghalien 227,800 166,548,8
Manohuria 148,800 170,612.3
Totals 785,660 679,619.5
(b) Fuel oil and Diesel oil
Japan 480,900 325,431,1
Korea 45,570 11,809.4
Formosa 558 o8,
Manohuria 76,880 &8 B72.3
Totals 543,648 419,880.8
(o) Gasoline 694,860 805,906.5
(d) Eercsine and light powsr oll 151,880 176,593.5

(e) mgg :;:?“ oil (neutral below 199 440 101,575.3

(£) Iubricating oils 504,800 276 ,081.8

2. DPORTS (other than Government)

(a) Crude 2,188,000 1,885,787.1
{b) Fuel oil 828, 000 BER 536.8
{o) Diesel oil 1,002,000 977,583,1
(4) Gasocline 589,500 569,428 .4
(e) Kerosine and ligzht power oil 138,300 99,3595.9
(f) Lubricating oils B0 ,E40 50,281.5

Totels 4,874,040  3,784,864.8
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5. COVERNMENT DIPORTS (Navy) 1937 1938
(a) Crude
United States 462,500 156,468.5
(b) Fuel oil
United States 349,500 331,878.4
Dutch Bast Indles 88,250 100,141.2
Totals 894,250 431,813.6
(o) Gasoline : .
United States 33,800 no data
4. TOTAL SUFFLY ¥
(a) Crude 5,360,000 8,301,768.1
(b) Fuel and Diesel 2,700,000 B,448,378.2
(0) Gasoline 1,518,000 1,191,904.8
(d) Kerosine and light oils 889,500 £75,987.8
(e) Light olls - 177,800 101,375.5
(f) Lubricating oils 363,500 325,867.4
Totals B,208,400° 6,645,350,

® - Based on production and imports (including Kavy)
of ocalendar year 1935¥, 8toock carrisd cver not
oonel dared,
5. OQONSMPTIM (other than Government) "

t‘.l Crude [Mlﬂtiﬂ Produotion and n:ﬂ?nim 1"?3.1’5.“

importa)
(b) Fuel and Diessl (Deliveries) 1,988,000 1,888,139,
(o) Gasoline (Deliveriea) 1,138,000 1,048,705.3
(d) KEerosine and light power
St1a {Mi“ﬂ“?" 263,700 B26,B6E .5
(e) Light oils (Deliveries) 125,000 111, 404,7
() Lubricating olls (Deliveries) 372,000 £299,148,1
Totals 8,538,700  5,347,997.5

® . Based on actual seles and estimated deliveries
exoept for orude o0il, for whioh the sum of pro-
duotion and import t{gurls was taeken.

8. CONSUMPTION (Govermment)

(a) Crude (imports for Navy) §90,000 383,015,3
(b} Puel and Diesel oil (Navy) 461,800 470 ,418.8
Totals 1,151,800 793,451.9
(o) cascline (Navy) 3%,010
7. SUPFLY OUER OONSTMPTION (includes Government)
(a) Grude Hone None
(b) Fuel and Diesel oilm 283,870 284,818.5
{o) Gasoline 141,980 138, 828,7
(d) Eerosines and light power oils 199,453 49,184,7

Er



(a) Light oil
(f) Lubricating oil

NAVY OIL IN STORAGE ®%%
{a) OCrude and fuel
(b) Gasoline

410,820

(=) 8,260

3,000,000
300,000

(-) 10,029.4
27,114.5

2,700,000,
290,000,

*% _ Estimated, BSee NA/Tokyo Report No. £71-37
CIVILIAN COMPANIES' RESERVE OIL STORAGE **%*

(a) Crude

(b) Puel

(o) Diemel

(d) GCasoline

(e) Kerceine and light power oils
(f) Light olls

() Lubricating oils

248 _ Estimated.

L -

1,000,000
450,000
450,000
525,000
170,000
200,000
140,000

1,000,000
400,000
400,000
500,000
125,000

50,000
150,000
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8 a partial translation of a report submitted
10 Apri1(1933 by Comander Robbe, "Chef du Service Translt

de Shang s to the FPrenoh Admiralty, Copy of the ocomplete
report was loaned to this offiee by the French lNaval Attache
in Tokyo and translation made by Lilas L.E.Downes, Only

thoas parta of the report that were the result of observations
made by Commander Hobbe during his trip to the lLandate Islards
have been translated, The remainder of the report, whioh was
not translated, was obteined frem verlous publ uha& dogunmnts
goneerning the llandate Islands, such as Jopan's annusl Report
to the League of lations, Jepan Year Book, eto,
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INTELLIGENCE REPORT

Shenghai, 10 April 1933 P ]

JARAN - THE LANDATE ISIANDS
GRVERAL CONDITIONS, JAPANESE COLONIZATION,

Navigation;

Acoording to the Captain of the SHIZUOKA MARU (N.Y.E.)
who has long experlence of navigation in the South Sea Islands, a
line going approxmately from Saipan to Palao divides the islands
into two Zones,

. In the zZone situated west of this 1ine, and especlally
in the region betwesn Menado and Palao, violent and irregular our-
rents ars found, reaching often 4 knots (100 mliles in 24 hours).

In the zone situated weast of this line, a zone compriming
almost all of the Carolines, and all the Marshalls, the ourrents
;r- irregular, but feeble and often nothing., Navigation is easy
8Te.

The principal difficulty lies in thelack of information
and indications prooured from soundings, as well as in the laock
of lighta, There 1s only cne beacon-light, whioch is situated at
Palao, On the other hand, the principal harbors are very well
marked with buocys, permitting onme to do without pilots, who donot
exist at any rate, The comparlison wlth our roadateads of the
Pagifie 1s not favorable to us, and the roadsteads suoh as Fakarava
and Pepeetoal (where the EERSATNT was lost) and even sush as Papeete,
g.:i; & bad showing, in this regard, when ocompared with Jaluit or

It 18 almost certaln that the Japanese Navy possesses
secret maps, better than those sold to the publio, the latter not
contalning in.fumt.inn on the various calls made by Nevy shipa.

Supplies: . Fuel ﬂm
On oan summarize the questi supplies, saying that
it is nowhere possible to proocure coal , hazout, or tresh water.

Evidence of this faot is that the ships of the lllppon Tusen Kaisha
affect the trip from Yokohsma te Jelult end return (38 dayas) wlthout
taking on coal or water in any port. Omly very restrlioted supplies
of ooal exist end it ds impossible to get a concession, DBecause

of the great distances to travel, this ocsuses great inconvenlenoce
in navigation in the iglands. Perhaps this 1s the wish of the
Japanese who have no desire to attraot forelgn visitors,

Froouring of provisions 1s only possible in mall
guantities, The ships of the N,Y.EKE. depend almost sntirely on
thelr refrigerators., Nevertheless, beef is to be found at Eusale
and at Ponaps, It 1s surprising to find food shops everywhere
(except at Kusale) with supfies of simple food, The price of
food and provisiona 1a generally low,

o repairs are possible except by private arrangements,
and for small jobs only., However, one finds everywhere gzood oar-
penters, and in the llarshalls motor achoomera of 30 tons are oon-
structed.

Preparations of a Military Nature.(General):
Datelled infomation on this subjeot will be found
elsewhere, The vaguenass of this information is striking. Ome

will note, however, the indlcations under date of June 1932 of
gertain Japanese motivity in the reflon of Ponape,
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It would appear that the Jepanese have nowhere acted in
contraventlon with the terms of the liandate, One cannet, all the
game, expeot them to lgnore the natural ports, so useful for
serving as bases of opemtions in wastime. ‘m'm:.r arpear to have
studled two categorles of measures; for the organization of Loses
ir wartime, and for the defense of certsin peints, Theso 1easures
which are not actually contrary to the !andate (whioh allows only
permament installations effeocted in peacetinme) seen to center
around three different zones: Palao, the strategio position of
which 1s evidernt for any operaticn a.{'md at the Fhiliprines; the
Larshalls, whose strateglo position of great intersst In respect
to Homolulu end the west ooast of the United States; Fonepe (with
Eniwetok nearby to nake up for the medicority of the berbor of
Fonepe, and Metalaninm) of whioch T oconfess I cemnot peroeive the
(strateglo interest, but where the messures taken are not twore than
measures of looel defense (if they exist at all).

No nilitery preparztions, nor any suspected as such,
were pointed cut to me at Truk which 18 the pest port of the
Carcolines, .

Japanese BEalgration:

Lore than 50% of the Jepanese enigratior comes from
the Ryukiu Islends ,...,These enicrenta are extrenely defoced.
Encountered In the country or or the docks, one wauld essily teke
trem for peassnts from the center of China. The Japanese consider
them & 1ittle like fellow-oitizers of o second class. They ere
cenerally known as "Okinawa®™s , after the ranme of thelr prefecture
of origin, and a difference is nade between an Ckinawa ond a
Japanese, C(re speaks of ®"(kinawa labor, coolle labor,%etc. even
though the corresponding expression is rever used for erdgrants
coming from other prefectures (Fukushinme, Yemagats, eto.) who are
called ®Japanese®. lloreover, the “Japanese®, including officials,
are far from the.flower of the nation and thelr caste-pride in
dealing with the Okinawaa pan acarealy be justified. lloms of
the officials, even the governors, speaks nor understands a word /
of English, wiich for a Japanese denctes a rore or less slemen tary
eduction,

In spite of the foregoing, Japar folows a poliecy of
maximum Japanese colonization 1nu:p{rcd. more by political and
military oonsiderstions than imgrnphin. Attraot as many JTepanese
88 possible, even if there is nothing for them to do there. It
is true that they live on little, often from the products of thelr
gardens, and the poverty in ocertain Japanese colonies does not have
the more dramatic aspecte of the pauperism of the citles. On the
whole, this slde of the Jepanese policy has bean sucosssful, The
Mariannes are already Japaness; towns like Garapan and Tinien are
not very different from the small towns in Japan Proper. If it
were not for the Amerlocan reservation in Guam, the chaming Chamcorro
race would be destined to an early extinotion. Already there are
more Jepanase in the Liandate Islands (end even in the ilariannes
alone) than French in New Caledonia, the Frenoh colony having the
largest white French population.

Japanese Colonization,

In order to Judge Jepanese colonization in the ialands,
one can strike a sort of balance hetween the successes ard failurass
as follows:

The Japamsse administmation has certainly succeeded in
creating or malntaining in the islands very agresable conditions
of existence for her nationals, and in certain respects for the

=
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natives. Although in 1930 Noumea was still Hs%ldl iig plnu": gas,

the atolls such as Jaluit had eleotricity. Although our Tuammotus
are nourlshed almost solely on copra, one finds food stores and

loe at Jaluit, Radlo communicetions are excellent, and steamship
services call, mot frequently it is tawme, at islands 1ike those

in cur ocolonies which see only ocoasl onal schooners. Although the
Japanese Government has oeased all Al reot subsldies, taxes are
very low and life is inoredibly cheap, in contrast to the high coat
of living in the French and English archipelagos. Medioal services
and sghools are very well developed, The towns are olean and well
kepti The hatives are not foroed to have curfew, as under the
Jerman regime,

And still, the Japanese are detested. Any new white
domination whatsocever would be welcomed wholeheartedly. In the
liarshalls especlally, any white traveler is grested with genaral
friendliness, In spite of the terror inspired by the Japanese
polios and the serious risks of talking too mugh, it fregquently
happens that the natives manifest their hatred of the Japanese in
front of a white, even cne who is 1ittle krown to them, I have
never heard a Kanaka speak in sympathetlic terms about the Japanese;
the more prudent give an evasiva answer, the grester number, whan
questioned about the Jepanese regime, resort to algnifioant grimaces,
411 the white men, missionaries and others, who speak the Kanaka
or Chamorro dialects, when questionmed, were unanimous: the Japanese
are thoroughly disliked, thelr departure is wished for, without any
hope of anything else.

It appears that these sentiments have two principal causes:

l, First, the Japanese policy, as in Korea, conalsts primarily in
;rganizing what 18 necessary, convenlent or simply agresable to the
apanese.

In spite of their denials, it is a certein fact that they
frequently resort to foroed labor. The natives are called upon,
anything but volunterily, for the continual work on the roads,
At Kusale, a half-French native told me that each time & boat
arrived tﬁo chief of police requisitiomed without pay al least
a8 half dozen natives for work at the ship., 4coording to the
testinmonies of missionaries, the flatives of Yap are frequently
requisitioned for hard labor in the phosphate mines of Angaur,
work which is loathed by the natives of Palao, whose difficult
character is a bit overaweing to the Japaneas. 300 of these
unfortunates have been seen thus deported, sometimes for many
years, thelr wives and children remaining at Yap, 4and, with the
Japanese statistiocs at hand, one can verify the faet that Yap is
the only district where the number of women remainas regularly
greater than that of men, When one thinks of the repercussion
on & natlve population of 6,000 persens, of this disorganization
of 300 homes, one is in sgreement with the nissionaries who told
me "It is unnecessary to lock elsewhers for the cause of the
astonishing depopulatl on of Yap.

The education of the matiwvea, in spite of well built sohools,

cannot be considered a complete sucoess, The teachers are hard

and narrowminded, do not speak any of the native dialects, wear

a sword on festival deys, and have neither respect nor liking

for children., Very few children, particularly g.irla‘ know how

to speak Jspanese at the end of ‘Ehﬂ.z studies. The "praotical"™
course in agriculture, which plays a blg part in the.school Pra-
grans, 1s a Joke. The children, under this pretext, are often
employed to take care of the garden of the tescher or to sultivate
vegetablea to be sold from door to door for the teacher's profit

(3een at Ponape). The deomestio enimals, plgs and others, of the
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teagher are, under the smme pretext, fed with grass and ocopra
brought eaoh morning by the pupils. Oorporal punishmnt is
forbldden, but many examples were cited to m.oi with no action

taken a.e:u.{nlt the teaolwra. Finally, the strlotly suforoced
sohool attendape constitutes a heavy Wurden for far-away femilies.

The police and justice are not very popular., It is
guperfluous to explain why to anyone having enythinog at all to
do with them in Jepan., The report of 1928 on the landate
attriuted the small number of cases submitted to the courts
(20 oivil cases, 707 penal ocamses, 48 arbitration oases) to the
gentlenese of tfn natives and to the "satisfaotion resulting
from good administration®™. The reason which I heard on all
sides 1s anything but suieh: the Japanese courts inspire only
mistrust. OCases where the plaintiff i1s a nati ve and the defender
Japanese are lost in edvence......

The register of surveys of lands has given rise to a great
deal of abuse, At Kusale, during my visit, they had just decided
upon the expropriation of nativea of high iand.l indispensable
to thelr herds, relegating them to the sea ocast where there
is no pasturage. At Rota, upon the demand of the Nanyo Eohatsu
Bugar Company which ﬂnhnﬁ. to build a new factory, for three
montha they plamed to destroy the whole village of Sosanjaya
and transport it elsewhere to a spot where there was no water
supply. The intervention of the missiopary, whose church was
to go elong with the rest, saved the village. That was the
reason whiloh the Govermor of Salpan gave for the amulment of
the project, but the resl reason was the lack of funds of tha
lguig Kchatsu and their declsion to glve up constructing a new

aotory.

Calling attention to economlo inooherenclies: at great
expense the development of cafes is attempted, although the
Geman cafes in Palao were destroyed by order of the Japansse
Addmiral in 1915. The loans of domestioc animals, the numercus
gubsidies and grants given to all sorts of artisans, are only
done at a profit to the Jepaness, At Fonape, all tfu treas
planted by the Germans at Koronl were destroyed snd fow others
are being replanted. 100 ococatress (each worth 10 yen) were
planted on publie property in June 1932 to furnish food. for
the orew of a warship.

A1)l medieal ald must be paid for, under the pretext
that the ignorant psople would beliewe that they were belng
given second rate treatment if it were given gratis. The
charge ie modest, doubtless, but the matives are poor. Any
native who does not does not recelve mediocal care. Thare
18 no indemnity in the majority of cases for acoldentas in
working, even mortal ones.

The 1929 report mentions, with touching terms, the existamoce
of ahree classes of decorations, It is well to mote that this
distinetion, often comoeded to the EKanakas without their wishing
it, foroes them to pay out 30 yen, a high sum for native purses.

whatever may be the ommissions or errors of thelr scloniza-

But
tion, the Japaness are detested above all for thelr feeling of
racial superiority, whioh they often show in a most offensive way.

Ko ocommon school fér shildren sxists., Jeapaneses children
are instruocted in & privete sohool, natives in a publio sshool.
Balf-casts ohildren ars considered as patives., I saw a blond
and almost white ohild at Sdpan ssated beside the small Eanakas.

The Jepanese, inoluding officials, are gensrally totally
ignorant of the native languages,...,... The result of this



situation 1s a moral Beparation even greater than the naterial
separation begun in the 8chools, and the perpetusl misunder-
wtandings whiech Bggravate the feeling of Japanese infellibd lity.

The native feels that the Jepanese considers him as a
negligible QUANtitY.esuens

Finelly, in all the islands, the natives, men end women ,
old or young, are forced to creet every Jupanese emoountered,
It 18 not a question of a cordial and spontenscus salutectior
like the "Ia ora na® of the Telhitians, or the "Talofa® of the
Smmoans, It is an almost military rite: one sees occamlonally
& Jupanese merchant calling down a rative who hes passed hig
:;t.hnut Ehl Jepanese bow, accompanied by the obligetory "Kon

ohl wa®,

If one believes that the duty of colonizers consits in
locking out for the welfare and interests of the colonizers, then
Japanese colonization has reallized this aim, But, if one has the
higher concept that is happily our countryts, that the colonizer
hes, above all, duties toward the natives in his chierge, often

scainst their will, one is obliged to condlude that the Japen ese

have falled in this Ereatly.

It mist be added from the mlitery point of view, that
the profoundly hostile feeling of the natives toward thel r tasters
does not appear fusceptible to any inportant repercugsions in case
of conflict in which Japan would be engeged, There is no col-
lective fealing anong the people separsted by sea and langusge;
no extensive "ran-ianaka® noveriont 1s conoel veble, Tha belligerent
attanpting to.fToment antl-Japenese trcubles fnong the Kenakas would
only succeed most Probubly ir causinz a massacre or these unfor-

tunates, without helping thed r cause,
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Japan - THE LANDATE ISLANDS :
JAPANESE FROTECTS Al'D I'TLITARY INGTALLATIONS T THE LANDATE ISLAYDS:
One faot stands out clearly as a result of a voyage to :
the Mandate Islands: no evidence is found anywhere, from a mili-
tary point of vliew, of the Japanese amcting in publio ocontravention ‘ll
of the terms of the Mandate,

However, two ressrvations rmst be made:

l. Palao, Angaur and Yap were not visited and may posseas
inst.uilntiml.

2, Clandestine installatitns nmay exiat,

The principal argument in support of that thesis is the
strioet, inocessmnt, cbmeassed survelllance of the Japanese police in
regard to every forsigner who comes to the islands ........

Exoceapt for the Yarshall Iwlands, whose struoture of low
flat atolls would make it impossible 4o cemcuflage or conceal any
construotion whatscever, it 1s possible that seoret installations
exist on the more seoluded and mountainous islands. But, the
natives go about everywhere. Curious, talkative, hating the Jepan-
e8e who ocontrol thea with Arfficulty because of znot speaking thelr
languages, they would be inoapable of mot recounting what they
ses and hear. And, in fact, they do recount i1t, and 1t ia in
great part fronm hative sources that the below information comes,
glven to me by persona who have resided in the islands for a leng
time and who speak the Kanaka dialects and know the country well,

a: FPalao
Faloo was not visited.

dooording to offliclal information submitted to our
¥aval Attache, a naval officer from the Yokomuks Naval Distriet
is assisned to duty with the Sovernor of the Landated Islands,
reslding at Palao, This officer is not mentd oned in the very
detalled 1ist of officials attached to the government of the
Islands, ziven in the anmual MNanyo Gunto Jijo (South Seas Iilitary
M.‘faix':!. A 8panieh missionary confimed to me the presence with
the Governor at Palao of & naval officer (rank unknown) with whom
hes had travelsd. .

The 1930=31 budgets oontalned extraordimary amounts for
work on the port of Palac: 13,577 yen in 1930 for bullding a
channel for motor launchesg; 20,879 yen in 1931 for work on the

harbor.

It 1s useless to emphaslze the Importance of the strategio
position of Palao in oase of operations against the Fhilippines,
Having a wide and good roadstead toward the Japanese center of
Davao, on Mindanao, Palac would be the natural base of operationa,

I oite, in addition, for what it is worth, the following
story whieh was repcrted toc me in detall by Mr. Hemman, American
resident of Kusale, whoss brother was closely comected with 1t:

In 1983 (or 1925) a ocolonel of the Amerioan Marines,
retired, named ELLICE, visited the South Sea Islands for some
time under pretext of business in oopra. He womkd up his trip
in Palao, where he suddenly died, of abuse of alechol so the
Jopanese olaimed - poisoned, acocording th certain rumors. The
United States, whioh was not yet used to groundless outrages,
was aroused, reclaimed the body for autopsy, and for testimony,
called upon, among othsrs, the brother of Mr, Herman, who had

|-
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traveled with Oolonel Ellice to Palao, Mr, Herman stated to me
that he had learned from hie brother that the unfortunate Colonel
drank only moderately of beer, the only aloohol on board ship.
The mitopsy had no results and the affalr was olosed. Thers

are some who remain of the opinion that he was poisoned beomuse
of what he had seem at Palao of things that were supposed to
remain sscret, The native attendant present when the Colonel
dled stated to a dependable parson that he was convinoed that
the Colonel had been polsomed,

b. Salpan

Bumors appearing in the press in January 1933 conoerming
the oreation of & navel base at Salpan do not seem to be based on
faot.

0. Truk

Upon the arrival of the SHIDEUOKA MARD 27 February 1933
some fleshing signals (flares 7) seeming to emanate from a pro-
Jector placed among trees at a point N.B. of the island of Natsu
Shima were emitted for several minutes. Although they were olearly
vislble the purser to whom I talked afterward sald that he had
eeen nothing, The Governor of Truk stated that he had heard nothing
about 1t and that such sigpels were forbidden. They did not appear
again at the departure of the ship on 25 February 1935 nor upon its
return 18 Maroh 1933, A protestant mission with a school 1is st~
ated very near the spot. It seems improbable that a projector
would be installed nearby. It is possible, although the flashes
wers very clear and powerful, that the sigpals were done aoccidently
caused by sun striking a pleoe of glass or mirror, 5

Having avoided the polioes, I wallked arcund on the summit
of the plateau whioh forms the SR point of Natsu Shima, REroept
for low ramparts of sharp atons whose use 1ls inexplicalle (they
might be old shelters, dating from the military ocoupation)., I
found mo traces of preparations for military uses, in spite of the
very adventageous position of this plateau whioch commands the
channel and the harbor., There are no roads of access for trans-
porting material; nothing tut a foot path moarcely bilg emough for
a man to walk,

d. Fonape

l. In June 1932 a Japanese man-of-war (mins-layer 1)
name unknown, visited Ponape. For several deys, with barges me-
quisitioned ‘for this purpose and covered with awnings to ocnoeal
their comtent, it transported to land oases of very heavy material
whioh were then ocarried on hand-parts to an unkmown destimatlon,
Thess movements wera carrlied out at night, and exclusively by the
Jepaness sallors themselves who pulled the carts, no natives nor
Japanese of Fonape being allowed to assist, with the polioce
pushing aside all idlers. The dimensions and welght of thase
oases permit the hypothesis that they might well be munitions or
portable ams, excluding cannons.

8, The government Wulldings are built on a hill, at
the foot of whioh thers is a door which i1s covered with ui'nu, with
an iron gate in front, which no cne has ever sesn opaned, and

whioh are in good conditiom, It would appear that this is the
entranoe to a storeroom ocooupying the interior of the hill. Ne
alr-intake is visible,

8, In June 1932 the Japanese undertook the sonstruotlon
of a vast "playing field™ on the sumit of the plateau oalled Tole-
not Peak, whioch had to be constructed more or less by hand labor.
This esplana@é, flat and unobstructed, has only been used twice
sinoe for baseball gmmes. It would appear that there ls another
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eventual distinstion for this onerous piece of work. (alrfield).

4. At Baliker, about half way between Koroni and
Ronkitiko, there 18 a large flat field covered with weeds which
oould be burned off in ten minutes end whieh oould very well be
used for an elrdrome, It 18 claimed that this 18 the reason for
the construotion quite recently of a roed fron Koroni to Ronkiti.
It is stated that the !Mlitary attmche of the amerlcan E-basay
in Tokyo visited this spot or & trip to Fomape (August 1938 7).

5. Weat of lletalanim there 1s a large flat plateau
without vegetation rumming eest end west about 1000 meters lo:n:
end 200 or 300 meters high, It was stated in ilmrch 1933 that
an aviation field was to be established, Sever tons of cenmt
arriving in Forape on a ship were to be used 1 the construetion
of hancars, For saie tine a road had been plarred to zo from
Koronl toward lletalarim, letalanim is a deep znd sheltered
roadstead, to whieh mcoess eculd be rmde ensy br a simply establfish-
ment of tuoys. Tt sleltered before 1914 at lenst 3 Germer wen-of-war
simul tanecusly, -

B, The sumit of the island of Renguto appears to have
been luproved and oleared off, in airfield hes Frobatly been
estublished, or at least prepcred, The .overment ccel depot is
on this island,

7. The nigh plateau at the sumiit of the oliff of
Jokols (I'E of Z;okszito) constitutes a very stronz naturel yosi-
tion; it was used by the natives during the revelt of 1910, It
would lend itself very well to military uses., No good roads of v
L0888,

[ 8, In June 1932 a large airplane flew over Fonape
causlng ponle miong the inhabitants who dashed tc find hidirg
places, the Japanese officials in the lead, until the Japmness
innizniu was ldentified on the wings, It has never been known
:-rharo it ceme from, It could not be stated definitely whether
it was o lendplane or & seaplane,

e, Enlwetok (In Jepsnese, ETWETAKEUTO)

According to a half-Hanake sallor of the ship HEIYET MARD,
lo.6 of the lanyo Boyekl, the Japenese 1n Jume 1932 hed & great
numbar of cocoa-tress ocut down near the entrmnce chermel of Eniwe-
tok. They told the natives that it was to instoll a coal depot and
Some worehouses, The HEIYET MAR was ordered to take numercus
soundings in the interior of the atoll and these showed that there
is encugh depth for large ships over a 10 mile area and very near
to the exterlor ledge.

r., Wot (In Japanese WOZZIE)

} According to 4 different informants who lave vislted
there the entrance passege 1s deep and excellemt and the interior
enchorage fulfills nautical requirements. A radio station and
antenna wers bullt at Wotje in 1923, 4 journalist named Woodworth,
| paseing through Wot je at that time, published in the Chiecago Tri-
bune some articles, following which the Jepanese tore down the
radic mast and demolished the bulldings, BPBut the faindations still
exist (behind the native school). Some Jopanese have boasted in
front of netives that in ocase of necessalty the whole thing oould
be remounted in a few days, It is from the articles of Mr. Wood-
worth that the idea first came, whioch I have found often in writings
and conversation, that the entrance passage of dotje oould be used
by sutmarines, immersed.......sessus

R



B« Jaluit
No installations, ten-of-war, notably the ASALA, the
IWATE » & mine<layer, some submarines and some unidenti-

the
ﬂl-d.:fﬂpl oarrying airplanes eh 414 scme flying have called at
Jaluit at different times,

h, Likiep (Also Eeghlep., 1In Japanese RIKTEFFU)

Although the map does not appear to indioate it, this
atoll has an exoellent and Aocessible passage, deep and 200 metaras
wide, and offers an extensive achorage inslde, (Aooording to a
resldent of Lekiep, captain of schooners, the Fassage san be en-
tered by sutmarines immersed, and the anchorage is at least as
good as that or Wot je. Different men-of-war, inoludng the KASUad,,
hﬂ“ '1.1t-d| thm...-...-.--

1. Different islands north of the Marshall Islands.

The Japaness have studied, under pretext of natural
history, the following islands north or the Marshall group:

GASFAR RICO (or Taonji) (In Japane se , POEALKIUTO )
BIKAR (In Jm-ao1m.’f

The strategic position or these 1alands 1a very interest-
ing. But, they are not very whilizable, scoording to an informant
who visited them, The sutrance channels are diffiocult, scarcely
Practicable in gcod weather, The atoll 18 very low, very often
coversd by swells whioh oause Yery rough water in the interior,
Th.r are not i‘ﬂhﬂbim-ntvniloi-‘



INTELLIGEICE REPORT
Shanghai, 10 April 1933 %

JAPAN S THE JUNDATE ISLANDS

OC:ERCIAL FORT UNDER CONSTRUCTION AT SATRAN (YFNTFSNNmm

The oconstruotion of a commercial port was undertaken on
Saipan in 1924 at Tanapagu, in the lagoon bounded on the morth by
the barrier of reefs extending to the west of Tanapagu, on the
south by the reefs stretohing to the NW of the point PONTA MUTYO.
The northern barrier conneots with the island of Maniagaha, island
known lcoally as Gunkanshims (®island of werships®). (It appears
that this name oomes from the form and shape of the islemd, and
bas no military significance whatscever,)

The construotion is a government enterprise with of fices
installed on the ocoast between Penta Mutyo and Pamapagu, The funds
provided were fixed at 1 500,840 yen and the work to be finlshed
by 1951, But it is far from completed and they prediot now that
it will be finished by 1936. It would appear that the enterprise
is at a standstill due to lack of funds, 139,947 yen were granted
in 1930, and 117,458 yen in 1951, The subseguent figures have
not been published. The tulldings give an impression of almst
abandonment, One scle dredge and one swesper were seen there,
apparsntly working very little.

The harbor will barely permit access of ahips of 3000
tons at the most., The capteln of the SHIDZIUCKA MARU told me that
he estimated that his ship (130 meters) oould not enter thers.
There has been no provision made on the plan shown to me for a
coal depot nor for tanks of oil, and 1t waild appear that thers
will be room for only one ship at the pler,

The location seleoted is generally cpen to criticlmm,
It is belleved that it would have been better to construst the
pew port at Garapan, prinelpal agglomeration of the island, where
it would have been better protected. It is belleved that because
of the prevalling windas (NE to SW bty West) the new port will be
very badly shaltersd, The helght of the porth reef will be in-
suffiolent to prevent the swells from entering, and there has been
no Emﬂ.:iou for constructing a breakwater on this reef, which
would, moreover, be a considerable underteking end a very difficult
one,

It would be difficult to consider this projeoct aas in
preperation for a naval base, about whioh there have been rumors

in osrtein papers.

CCAL DEFOSITS I THE SOUTHE SEA ISLANDS:

Coal deposits of little importance were sesn at the
below-mentioned places. It was not always possible to asocertain
whather the ooal belonged to the CGovernment of the Islands or to
the YNanyo Boyeki Company. The Fippon Yusen FKaisha has no fuel
deposits in the i1slands visited, Its hoats d
take on fresh water in the islands.
speaking, one might beliewe 1t possible to condeal secret supplias
in the Mariannes and Carclines, mountalnous and rough islarnds, it
would be ocompletely impracticable in the larshalls - where the
strateglo interest would be much greater - flat atolls, only a
few maters above sea level, where the smallest construction is
visible, even if concealed by ococa-trees. As for bullding under-
ground tanks, it would be a considerable undertaking, necessitating
the uss of large tanke, and being so closes to sea lavel, such an

v underteking oould not remain unknown to the matives,
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A supply of ocoml of little importance (about 200 tons)
at Garapan, near the pier of the Nanyo Boyeki. Beléngs to thls
OOTpDANY 4

b, Tinian
No ooal seen, (I could rot leern if the suger refinery
and the railrcad burn ooal, It appears that they do mot.)

0. E
A supply of ocoal belonglng to the llanyo Boyeki or more
probably to the Government is situsted to the KW of Takeshima,

d. FPonape.

A supply of ooal,of which the visible part eppears to
be oonstituted of about au& tons of briguettes, is loceted to
the south of Rangato island near the wharf., It belongs to the
Govermment,

Another ooal deposit is situated at Koronl on the guay
a 1ittle scuth of the dock of the Nanyoc Boyeki, to whieh 1t
belongs, It conmlated of 700 tons, supplied about & months ago,
and now seems to have actuamlly retcined about 250 tons,

e, Kusale.
= §o ooal.

f- Jalult,

A ooal supply of about 300 tons of briquettes, belonging
probably to the Goverrment,ls located in the Limediate nelghbor-
hood of the dock of the INanyo Boyeki.

g2+ Enlwetak,

The Japanese have cut down a number of cooca-trees near
the entranoe channel (June 1932) presumably to iastall a supply
of ocoal.

RADIO FACILITIES I’ TNE SCUTH SEA IsSLaDS,

g, Saipan

Established by Japanese liavy 1916. Comprises: a
broadoasting station composed of 2 masta, ebout 50 meters high,
about 100 maters spart, facing about rorth-scuth and supporting
8 shielded antenna. ......A recelving station ocomposed of a Z0-meter
steel pylon situated in the garden of the Govermment compcocund and
another l0-meter steel pylon situated in front of the station.
A shielded artenna of 4 wires extends betwean the two pylona,
which faoe about east-west and are two hundred neters apart. They
are olearly visible from the coast in the agglomeration of Garapan,
sugt of the pler of the Nanyo Boyeki.

b, Tinian

Bsteblished 1931. &mall station communicating only
with Saipan, No antenna visible, Looatlon of this station was
not 1dentified but it is doubthessly st the post office or police
station, Theses two bulldings,about 100 metera apart, are on the
prinoipal street of Tinlan parallel to the coast, about half way
between the piers of the sugar factory and the Vanyo Boyeki,

0, Truk
Btation eastablished by Jopanese Iavy in 1915, Actenna
is ocmposed of 2 metalllo masts of 80 meters rade of tubular steel

m————
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of about 2 m 50, supported individually to tue ground, These
asts about 200 meters apart face east-west. They have an
antenna of two horizontal shields, of 5 wires saoh, Watoh is
continuous, Dynamos, run by Diesel cil motors mlso furrish
electricity to town, Short waves and long waves,

d. a

Statlion built by Jepamese Nuvy 1917. On a hill whiesh
deminates Koronl, 60 weters north of tie govermusnt buildinga,
dntenna 1s corposed of a :etallic rast of 40 neters made of
tutular ateel of 2 m 5 supported by stays to the ground. 4
anall 15-meter mast 18 located about 100 meters NW. Shielded
antenna between the two, It appears that in addition there ias
an antenna for short wave,

6, Husale.

lio woadoasting station., Snall receiving atation for
official use only is owned by the police, situsted a 1ittle to
the INW of the piler of the lanyo Boyeki.

f. Jalult,

Stutlon estatlished by Japan eas lavy 1918, Looated S of
pler of Nanyo Boyekl. Antenna ocomposed of 2 A0-meter metallio
nasts node of tubular steel of about 2 m 50, supported by astays
to ground. These masts, sbout 200 metéra apart, faoe north-scuth,
Shlelded antenna}, horizontal, of 5 wires. No short wave. Dynamns
with Diesel oll motors furnish also electricity of villege,

2. Wotje.

See above, under "ldlitery Installationa®™.

h. Pelso. )

On Korol islend, exact spot not knmown., Location not
visited, Bstablished by Tapanese lavy 1914. Antemna suprorted
by six 90-meter metallie pylona, Continuous wetah,

i. Angaur.
Establighed by Jepaneze lavy 1915, Kot visited. Exanct
location not known.

J. Yap.
L Bstablished by Japanese Iavy 1917, lot vislted. Detalls

not known, OComtinous watoh.
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Jepan
August 30, 1938 1000 - Aviction
ATUAL VATAL AVIATIC. DIGEIT

20 June 1937 to 30 fure 1¢3c SN
B &EEWE ations - fisecal vear 1937-38.

Tue approprintions listed are tlcse for naval .viction
only and apply to the Jepanese Tiseal yesr extemdiny frem 1 April
1937 to 30 lereh 1938,

l. Regular Budget:

Under Crdinary Accounts. Ya DOLLARS
Aviation Depertaent 455,704 131,200
Crdinery Upkeep !eval Alr Stctions 20,680,008 6,000,000
Crdnance (

Marufeeture Alr Jeapons (Alr-

plaes wd Reipowt) 52,749,516 15,300,000
Repair Adr Weapons 16,424,885 §,350,000
Research Alr Weapons 5,171,685 1,500,000

Under Extraordinary hAcoount.

Expanslion of Faval Alr Foroce 26,876,724 7,800,000

(Third Replerisiment Flen, K first

year of four yesr period] = =====me=e=  —=csss-ee
TCTAL 124,385,264 36,100,000

In =ddition to tle items shown above, it is believed
that there are provisions ir the Regular Sudget for naval aviation,
under headinzs where aviation 1s not dscernible. o estinete of
these funds is contained in this roport.

Further funds are tellieved provided for nevel .viotion
ir Supplementory Pudgets, Since 1932 the percentegs of nevel
vviation fundas irn relatlion to figures for tle totel llavy las
gtendily increased from 12% to 20%. as the Supplersntary Budjets
are lump sums aprropriated for tle use of tle ['uvy ir the rresert
Incidert a figure of 25% has beer clicsen os & fulr estinate of the
share allotted to ravsl eviation, The aotivity of naval mviation
iz believed to werrant thls Increase of percentage.

2. Supplementary Budgets of 1937-3E.

Total Ten Yoo Dollars
First Supplementary Sudget 97ITC,000 0 2,275,000 z
Jecond Supplementary Sudpet E48,000 2la,000 81,500

Tuird Supplementary Dudget ————

Fourth Suprlenmentary Budzet 95,000,000 23,750,0CC 6,880,000
JPiftl: Sup;lementary BPudget 350,000,000 - €7%,500,000 £5,400,000
Jupplemen tary Budget 1,050,000,000

(Fassed 1938, avallable

from Junuery 1938) montks
Ten,,Febs,liareh 265,500,000 65,825,000 18,850,000

TCTAL 179,362,000 52,000,000
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Publio gifts to the Navy of airoraft have been acknow-
ledged by the Navy Department, 4 total of ¥ 19,588,332 18 aock-
nowledged as of 30 June 1938, These funds are probably used to
purchase from storage aireraft manufactured by previous eviation
Tfunds. The alroraft released number about cne hundped,

3. Publlio 3ifts to the Navy as of
30 June 1938 total ¥ 19,588,332,
Fro rata sha of 30 1J = L o
-t . o rareh 14,678,249 4,250,000

4, Summary:

Begular Pudget, Ordi and
Extreordinasy Acocunts - 124,385,264 36,100,000

Supplementary Budgeta 179,382,000 52,000,000
Publio Gifte 14,878,249 4,250,000

¥ 318,403,513 § 92,350,000

Froduotion. 1937-38

Publication of production figures of alroraft material
is not allowed in Japan, For this reason sioh information as ap-
pears in the press must be welghed carefully. Information has
been recelved during the year of large expansion of lMtsublshi,
Kawasaki, Taohikewa, and Aichi Clock speifically. An analysis of
figures for the heavy industries (strategle products) published in
the conservative press shows o marked expansion. From these figures,
the percentage increase of plant papacities is celoulated as -IE.I.E‘I
greater in 1938 than in 1937. The peroentage inoresse in unfilled
ordera for the saze perlod is 59%., The alreraft industry is be-
lieved as active as any heavy Iindustry. Its expansién has been
significant enough to cause speclal legislation to control its
development.

The estimates subnitted ocover eleven months of war pro-
duetion. The unit of production is teken as a two seated, single-
engine biplane. FProduction of standard and axisting typea ia ns-
sunmed. Adequaocy in naterial and personnel 1s assumed,

It is significant that this wartime production is secocom-
Flished in a nation i1tself untouched by invasiorn or attaok.

Imports of aviztion material have not been considered.
Uaval aviation appears to have been developed on & nore orderl;
program than amy aviation, The majority of importa hove been
Tor the Army with the exception of adminiatrative nilitery trans-
porta, liilitary types imported Lave beern heavy bombers and fightepa.
Both types in the llavy have been satisfactory.

It has besn reported that there 1s & marked and distinet
deficlenoy in the necessery alleoys to produce special steels, The
same report states that the engine tine betweon overhauls s aver-
nred 150 hours due to this defioclenoy. A depmduble report stated
that tool steel alloys were lacking. Frovislons for nining subsi-
dies and an saping of import restriotions for alloy netals are
among the measurss taken to provide a ressonmable supply.

Froduotion expansion 1s shown by the inorease in total
capitalization of the major alrcraft and englne manufacturuers im,
roughly, the lass two years, The best obtaipable figures as tabulated
show an inorease in cepitalization of 57, The estinmate of total
production of slroraft 1s alightly in excess of that (arrived at in-
dependently) of a foralgn Alr Attaoche,



ESTIMATE OF ANNUAL FRODUCTION OF ALECRAFT

:ﬂbgu.ujzoa:ﬂ 000,000:Fresent : Froduoction from 30 :Production from :Maxrimm pro-
:Capitali-: Fhevibus ;Employ=- : June 1937 to 30 $30 June 1938 to :duction poss— :
;zation : Capitali-; sas : June 1938. :30 June 1939 if :ible with :
:Total : zatlon pirorafé: - - - - - tInoident con- :facilities ms :
tPald up 3 : : Army : Navy : Total :tinues, :of 30 June '38 : Types
Alehi Clook s 359 4,029 :3000 : 70 : 70 : 140 : 200 : 400 : VT, VB
Jepan Airoraft : 39 s2.0-1036 : 700 : 10 : 10 : 30 40 : 40 :
= «0 . - e b : -
Kamnagh) {Kagmigt o 88:3 :2.0-1987 : 3000 : 170 : : 170 : 250 : 500 o
Kewanishi : E*g : 5,0-1918 : 2000 : == : 120 : 120 : 180 : 350 N
uanohyria dvistiom 200 . 381057 : BOO0 :— :=—— i =— i 50 : 5 :  VO8,VP,VJ
ol £ subd shi 120.0  .120.0-1037: 8000 : 75 : 225 : 300 : 400 : 900 : VB,VE,VIB
Nekajima(Ote-machi} : B9°Q : 7.0-1935 : 6000 : 75 : 225 : 300 : 400 s 900 : VE,VS,V0,VJ
Showa siroraft Ing. : Og:f : Recently established. : : i ;
Co.(formerly Ishi- : 5'35 : 4.0-1837 : 300C : B0 o= : B0 : 0 : a0 : W, VO
kewa jima) "
) 13.0

Tolky~ GasmEleat.Co. : 12,0 :11.0-1937 : 2000 & 3 : i : E
Watanabe Irom Works :  $'9 & 1.0-1937 : 1000 :~-— : 70 : 70 : 100 : 250 t VN
Hiro H.kT. : BEogaged in overhaul and repair. 3 : : i :
Sanebo H.A.F. : Engeged in owerhesul and repair. ¥ -3 : i H
Kinoya Oransh : Bongaged in overhaul mnd repair. 3 i : H $
Yokosuka H.h.F. t Engoged in overhaul, test and experimental. H : Exparinental

TOTALS ;1 297.0 : 189.0 t 27,700 : T80 .t TED : 1480 1980 t a7es t



ESTLAALE OF AS.UN. PRODUOTION OF ALFCRANS SNGLIES

; Fresent : Froduction from 30 t Produotion from tMexioum produotion :
1 Boployees : June 1937 to BO : 30 June 1938 to0 : possible with i
: Alroraft @ June 1638 t 30 Jupe 193@ 1f : feollities am of
tibngines H 1dent con=- : 30 June 1938 % Types
t z 3 nes., 3 1
Alohi Clook : looo : 180 H BES t 400 t Hiro W.D.
Kewasakd (Eobe) : 2000 : 350 : 800 : 700 g ng::.-I.u.
Kewanishi t 1500 ] 200 H 350 H 500 t Hiro §.0.
kitmitshi :  BOOO i 80O E 1500 H 2000 t h&m(ﬁmthnnﬂl
(twin Wasp), sxp.Diesel
Helka jima : 6000 t B00Q F 1500 § 2000 & h’lh:i{ﬁyulm].!nhbuﬂ
(Ogliubo] BEristol Juplter e
Tochikewn : 500 : 50 : 200 : 400 : -
Tolgro Ges : 4000 : 500 : 800 : 1200 t mmcfxc-’zm- :
Shimpa, Tenpu
Hire i : Owerhaul 3 H 1
Tokomika H : Experimen tal F i H
Kanoya Srmoh - T Cverhaul H 1 H
H i & H H
TOTALS : B1,000 : 2880 : 5275 t 7400 :
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0. Bases.
Included in this analysis of bases are those in
China upon whiech information has been received, and the swmery
of ship-besed airoruft both in Jepanese and oifnese waters.

At the start of the China Incident in August 1937
there 1s little doubt that the complements of the Japan based
squadrons were considerztly depleted. It 18 probueble that a
nuclecus only remained at each station., As the Incldent con-
tinued it 1s belleved that the home-based squedrons were re-
built, The extent of thls rebuilding is not known; however,
it 15 rossonable that the home squadrons are nearly at their
original strength as noted herein,

ifalzuru Navel Alr Station, until lately the only
stetlon on the Japan Sea between Soviet Russia end industrial
Japen, appears to be under-complemented, Chinkal Naval Air
Statlon in Korea secms in the same status. Ohure Naval Alr
Jtetion hes probably been orgenized due to the Soviet threat.
Bako, Ryojun and Odomari have been noted without comment due
to gontinued, but unconfirmeble, reports of their existenoe
&8 4ava I 3tutlions,
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1. ESTDATE CF SUORE BASED AIRCRAFT T JAPANBSE TEURITCHY

Flanes

H tFirst: Re- :Train, ¢
jSquad- ;line :;szerve:i ar=:

Sho 858 § rons 3 £ iinental ; Purpose and Types
~okosuks KAS i 3 i 38 : 18 : 4 : Operations, Experimental
f 4 : E E 103 E ddvanced Training
Kasumigaura : 3% : 130 | Intermedicte & Advenced
T : : : ; Landplane Training
Tomobe 1 & : : 90 ., Frinmary Landplane Training
Anju (new) : g : ! 70 ¢ Primary,Intermediacte Sea-
: ! plane training.
Totabe : : 4 - ; Belleved Advanced Land-
: : ; Plane Training,
Kure ! 2 ! 24 12 : Cperutions VTB,V0S
Sasebo : 8 [ 20% 10 : Operations V08,VP
Omura : S5 : 42 21, : Operations VF,VTB
Tateyama oo ! s0: 30 i Operations VF,VTB,V0S,VP
Saeki : 5% , 4! 20 ! Operations VB,VTB,VF,VP
Tord teka : : : Auxiliary to Saeki
Cminato P1% I 18;: 9 : Operations VF,VTB,7V0S
iaizuru Po#v] s 3 * Operations V08
Chinkai ‘ $7: & : 9 1 ' Forean Cperations vog,
Kenoya P 2% °F 30: 18 ; : Operaticns VF,VTB,7B
Klsarazu : & : 84! 1s = ! Operations YTB,VB
Tomioka (Yokohama) : 2 18 G :I:O;-amta‘. ons TF,V08
vaura(Yuya Wan) : : : ‘ Reports Nos.81-38,118-38
Takao s 3 : 18; 9. : Tormosa Operations VB
Bake (Pescadores) * H s $ lio information.
Ryojun [Paﬂj'. Arth-} : : : ! Ko infarmation.
ur & . . 2 u
Cdomari (Sekhalin); : $ : + No information.
TOTALS : 43 : 336 : 188 : 297 :

Supplenanting the slore bases in Jepan are the shore
establishnents listed below. It is believed thet wuch of the
overhaul necessitated by extended operctions in war conditions
is aceomplished ot these eatablishzents,

Yokosuka Nuval Alzeraft Factory and Experimental
Labveoratory.

Mro aval Alrorafi Paptory, !

Sasebo Alreralt Hepalr Lepot.

Karoya Z“ronch of 3nsebo.
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2., BSTDATE CF SCRE TASED AITCRAST I1' CHIOTESE TERRITORY.

{First: Re- :
Chirn Shore Poses : Squaodrons: line: serve : Recwrrlis
: : : P 12eh and 13th Kelutsl (fowv
Jenguan : ¢ P90 45 C L4y gerps) for: tls FPirst
: - : s Cco bined dfroreft Squadrorn,
. . : : Bool Kokutel ecortoina 1§
% s : sgdns,¥B, 1 sgdn,VF,=nd 1 sqdr.
: f : V8 aporoxinately,
nking P& 145 : 22 : 14t. Totsl, VB,TF,VE.
Wt : 4% ;45 : 28 : 15t: Kokutel, VB,VP,VS.
: $ - P 14tk and 15tk Xolutal (Favy
: : - : Alr Corrs) form tle 3eocnd
: : ; ! Gorbined Alroreft Scusdron,
Quezoy Islond : ‘: # f Tie base {3 under Bako,.
Maiehow Island ¥ i F ' Sesplere brse.
Senolow Tslund _ 2 : : E Fearl River lelts. Lurge
. 4 : . Tleld hanpers, listting
= : : . blent, redio eguipnent,trucks
; : . . and long dock us weter ia
s : ¥ . 8lsllow,
Tsingtao I g = & ! iixed 3cu.dror usin: old
: : " . ueiisrclal rield,
TOTALS [ 21 4T T
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4. SMIATION OF BASES - SQUADRO!IS AND ATRORAFT,

Bases Total Alroraft
Squadrons b A
l. Shorebased in
Jepanese territory 43 336 First Line
188 Reserve
B97 Training
801
£, 8horebased in
Chiness territory 21 198 Firast Line
95 Resarve
287
3, Ship based - B8}
Cerriers 18 278 Includes Reserves
Bettleships B 28 No Reserves
Cruisers 4 as " "
Seeplanebenders £ 1s ¢ .
Senplene ten- H E
ders(converted) 4 40 ® "
1 scellanscus t s H
284 < 430
TOTAL SQUADRONS "”7i ATRCRAYT 1518
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Coments

During the ourrent year of this dipe:t, inforrstion
has bteen most difficult to obtoin. 4fter rn.:*tia_{ preperction of
both the Annuel Digect and the Aviation St_tlstieal Swoery,
additional velucble dete wns recently obtzined fren two Torel[r
Air Attaches, This inforretion iz fncluded in the rert of the
drnuel Digest submitted nnd will be lreluded in re-sorpiled
Aviation Statistioal Sumery to be forwmrded by rext rwil,

Wile tle fipures 1n this report ‘ndloets tLut tle
number of naval planes on 3¢ June 1938 wes 42€ grecter t an
last year (wiich does not ineclude approximmtely 250 Ileres
estinated to lLave Leen lost in presert houtilities tiis year) V'
tie vitally significunt faot, in so far us we are conosrned,
1s the remarkeble increase in Japan's airoreft producticn
feellities,
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T‘ Ho. BOT
apan - 1000 - Aviation

September B0, 1938
Aviation Statistical Summary - 1 July 1938 -

Eoolomare: (A) MID-ONI Joint Form in triplicate

Refersnce; (a) MA/Tokyo No.E35-37 of 30 st 1937
(Formarding letter of Aviation Statistiocal
Summary of 1 July 1937).

With the exception of Form B Section 7 Sheet a "Civilian
Aviation Personnsl™ it has besn impracticable to prepars Enolosurs
A in conjunetion with the office of the Military Attache.

The scurces of infomation contained in the summary are
many, The reliability of the sources is better than average.
Channels of information which sxisted previously, few t they
were, have been eclosed, Upon the passage of the Military orets
Aot huullnn of service airoraft or of the aviation industry
has been drastically ourtailed, Even the alr attaches of powers
ostensibly asscciated with Japan oomplain that their comneotions
are insufficlent to ensure even a reasonable interchange of in-
formation., It is recommended that this report be read with reocog-
nition of thesa features.

Form A. Inoluded in this form are all the airoraft be-
lieved toc be smployed by the Japanese Havy under the present war
conditions, Refersnoe (a), the forwarding letter for the similar
report of last year, sta that in time of emergency the total

lanes the Navy soula put in the air would be large and such has

the oase. Official figures on losses are incorrsot. It is
sstimated that 250 naval planes have been lost, Although offiocially
stated as satisfaotory, the operating time between major overhauls
is belisved low., Correspondingly the planes in overhaul should be
high. This cannot be oconfirmed.

Form B. Several reliable sources have corroboratsd the
estimates of home, oolonial and ship-based squadrons. Squadrons
shore-based in !:h.{nl have been noted acocording to the best lnforma-
tion available,

Form 0. It bas been possible to determine the manufactur-
ers of many types of modern naval alroraft models, It has mot
been possible to obtain airplane characteristios, performance data
and squipment information.

form BE. The naval, military and oivil branches of the
govermment continually emphasize the neocessity for tralned aviation
personnsl. The development of new tral ‘Tfaollities is slow
acoording to U.S. standards., However, it is enoouraged by sub-
sidies, patriotic land donations, end eivie airport and alr sohool
developments. Had the opposition enmcountered in the pressnt Ineoi-
dent been that of a well organized air foroe, the replenisment
of personnel would have been a real problem.

Form ¥. S8hip-based airoraft oould be emumerated with
more acoursey if it were possible to obtain information on ship
sonstruction. Information on laying dowm, lsunching, completion,
modernization snd ocomversion of vessels cannot be obtained on the
more important . In the early hostilitiea 1t i1s probable that
thers was a depletion of ship-based personnsl. The use of carrier-
based personnsl and material as shors-based units in China is ocer-
tain. When this happsned it is believed that a nuoleous perscnnel
was retained by units equipped with airoraft to indoctrinate new
personnel with replacement material.



puring the first year of the present Inoidemt, thare
was disoussion that the seoncmic snd material structure of Japan

would collapse. There are few indications that such will take
place, If ourrent hostilities are terminated prior to Japan's
naticnal exhaustion, naval aviation should a8 & Tory satis-

faotory unit. The personnel will be traihed uﬂom. The
material will oconsist of reasonably modern aire and squipmeant.
The most sallent featurs will be.an expanded and produstive air-

sraft industry.
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Aaport No. B38

Japen e
November 28, 1938

Tokyo Navel Attache's Third Visit to Shanghail (November 1938)

Under authorization of the Navy Department I proceeded to
3hanghal to confer with the Commander in Chief Asiatic Flest, ar-
riving 18C0 Ootober 3lst and departing 1200 November l4th.

The primary purpose of the visit was practically the same
as that which prompted the two previous cnes, in September 1937 and
June 1338; 4%.e. to scqualnt myself with the existi gituation as
it appecred from China, thus being in a better position to make an
estimate of the military situation and to attempt an analysis of
Japan's policles in regerd to China and the changes in trends and
actions whinh were now becoming evident here. Another reason for
the vislt was a self-assumed ?f£iuon between the American Ambassa-
dor to Japan and the Commander in Chief, U.S5. Asiatic Fleet,

¥hile probebly of not much consequence to anyone but me,
it appeared thet m» visit wes well timed. The American Naval
Atteche to China arrived in Shenghal during my visit. He had made
a hurriec dash to Jovth China, hoping to get to Canton before it
fell. In this he was unsuccessful but did bring back interssting
news frow the south snd especlally from Hankow and Changsha where
Captain McHugh, U.5.M.C., one of his assistants, has besn almost
continuously. Of wital importance, as it has been from the first,
is the politicsl, militery and morel capacity of the Centfal Govern-
ment for further resistence. Commander Overesch's estimates in re-
gard to that, together with the opinions expressed by Captaln Carlsom,
U.S5.M.C. who hed just returned from ten months spent with the 8th
Route Army in Forthwest Chine during which time he had penetrated
behind the Japanese lines, ere considered of considerable importance
at this time. I mlso had the advantege of daily consultations with
Admiral Yernell end members of his stalf, together with access to
their Intelligence files; frequent talks with Mr. Oeuse; the Ameri-
~an Consul-General, Major Hagen, the Assiatent Naval Attache, and
Captein Ogan, our resident naval officer. I alsc conversad at
various times with Colonel Fegan and other offlecers of the Fourth
Marines; Vice Admirel Naokuni Nomura, Japanese Naval Attache in
Chine and heed of the temporary Navel Speolel Service Section of
the Japanese Fleet in China Waters; Mr: Hidaka, the Japanese Consul
General; Xr. McKay, hesd of MNetional City Bank; Mr. Boardwell
asoting heed of the ex-Dollar Line; Mr. Toogood, head of Standard
Veocuum; Mr. Cress, in charge of Chrysler's Far Eastern Department;
Mr, Buntland,Asiatic Petroleum Company's representative at Changsha;
¥r Zeeland from Sincn-fu and several other business men in similar
nr lesssr cepacitics; Major General Telford Smollett, commanding
British Army foroes in Shenghal; the senlor British end Italian
Nevel Officers aefloat; the Danish Consul, and lest but not lecst,
Jeptein Douglas, a British Nevel Reserve Officer in command of ths
EMPRESS OF JAPAN, who hos kept his eyes and ecrs open durlng the
Enstinixtaan months to the benefit of the British Navel Intelligenca

arvice.

Importcnt ond highly signifioent events had occurred since
my visit lest June, At thet time o matter of concern wons the under-
lying motive for the reorgrnizction of the Japenese Cebinet in Tune
and whot would be the immediste results thereof. Am a result of
thot visit I beocme of the opindon, doubtlsss shared by countlees
othurs, thot sertoin changes hed been made in the Ceobinet to obteln
unity of thought end cotion for prosecuting the war to the extent
desired by the militery, whioh was nons othar then complets conguest
of China with no withdrawel aftarwards.

1...."""" '
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Early ln Auguast e pleturc began to unfold itself. Un-

‘kpected difficultiss begen to be sncountered by the Japanese in
the Hankov canralga totn trom Chiness resistenes and the elements.
#hile the Jepun<se advanie to the Wuken oities 4ld not down com-
plately. it wis not es rapid as hoped for., As predioted my
rerort No. 182-39,1f the Japanese advance was held up temporarily,
6 move on Centon might be precipitated. PAut events other than
“einece cesliities end the elements vera the controlling reasons
"as eannn o utden deeislon to move egalnst Canton. Generel Ugeki
wad Forsdop Windiotar He was known not to be in high favor with the

‘TY ro3iiive malitery alement which had, rore than ever before,
Joralnsd eivtrol of the Jopanese Goveramcnt, A man of charaster,
Largs 2 ,:f;i;y his recent appointmunt as Forolgn Minlster came

3 B Ugaki's announced intentions to foster and
* THZFD G c 12 with Third Fowsrs, eanecially England,

STt e mr Ga- Toitea Snates, were never to the liking of the Mili-
L Jnnsuntadly, sondiderable friction Fad developed within the

::ﬁiL-t.‘uiT'?iLllj :n tne Inner Cabinat composed of the Premier,
foreran Janister (Useki) cnd the War, Navy end Fimance Ministers,
Sie Imoer bohinet, a.ded and abetted by those two firebrands, Admiral

Suatoaau, Hooe Mialcter, and Genersl hrakl, Education Minister,
Teriunl .y foeged the Cuine Soard down Ugoki's throat. The adoption
ol sl YA Iaw ancoiusad cause of his sudden resignation last Sep-
cembez. M, vUooaetly wes the lost straw which ccusad him to get out
but pshing nzs sesien tiore were undoubtedly more poignant reasons.
First o . ', she Haiv*, which hed been c¢clamoring for the isolation
af Horeloa, * 3ver stice the blockade vms established lest yeer, to

be follew.? by & st1ll further move to the southward against the
Islan® o7 Zsinen and into the Tonquin Gulf, had persuaded the Army
to joln shem in thair demand for the Canton campaign. Events in
surona prior o the Muninh Conference had told them that little wes
“2 he Teared &S the moment from Englend. While hind sight is much
2lanrer than fore sight, it is well krown thet the Canton campalgn
2741 ba2en threacening for over eight months end that the reasom for
%3 belng heldd in aooymnce vas the fecr by the non-military element
v %he Cebinest of Brirnish repercussions. After the Cebinet was re-
“rzunized last spring the militery begen to zain such corntrol that

23w vare Tinally able to override the objectcrs. The objections
*f the .Foreign “inister were undoubtedly beeed upén his fear that
cuch ¢ cocupelign would nullify hie efforts to kiep Third Powers pla-
cated. It also mey iava been Ugaki's oplnion that Jopan, under its
present military dominetion, was going places beyond its power of
assimilation and that he could not conscientiously remain in power
ard be B party to its downfell, But, whatever may haove bhecn the
r=a80ns, ne rasigned in Septamber. His successor, Arits, cppointed
rft:r considerable political jockeying, has undoubtedly vade a com-
Tlete surrender to the Militery. Unless something unforsscen hap=-
pena, we can rest assured from now on that our protestc will fall
upon deaf eers. -

The Ugnki elimination was the first of the abtove-mentioned
cignificont events which had happened in the interim cince my last
visit. The second was the Nunich Conference, The aftermath of
thaet conference gave Japan added confidence in 1ts ablility to see
the Chino Wer through to the desired end,. Where first she stepped
rother gingerly, feering et almost any moment intervention or some
other ection by Third Fowers, the results of the Munich Conference
confirmed her belief that Erglend, whom she most fearcd, was for
the tlme being Iimpotent, while previous events during the past
tvelve months had shown her that France and Russia were practically
tiad to British cetion. Nevertheless, that intangible, uncertain
pewer, tha United States, still remeined. Fortunate indesd for
Jepun wis the Munieh Conference and subsaguent events in Europe,
per:.cularly Hitler's and Mussolini's anti-Jewish campeigns. Those
events ware so nmuch zreeter interest to the American Public as to
orowd off the front poges nf our press the extremely critical evente

AT
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#hiech wure hoppening fa the Oricac. This fact, though, may be a
oleasing in dlsguise to the United States Government.

The third significant event waos tho militery's complete
aaf convinpel success in the Canton end Hankow campalgns, together
with Grost dritain'e apperent apathy at the losses to her prestige
ind inturests which resulted from the full of Centon, Maeny are the
fdusons rdvanced for the sudden fall of that oity. Some are rethar
fontestic, such as the bribing of two Chinese Genersls by & down
poyment of thirty million each in yem or yucn depending upon where
the eébry is told., COther theories advanoed rre the Generalissimo’s
reported lack of confidence in his Cantoness generals and that of
chinese strategy of chonsing its own battle ground., The letter ap-
pours to be more in keeping with what hes happened in the previous
compaigns of this wer. But of one thing I am certain: the Joupanase

re prepered for recl resistence and were surprised at the sudden
folding up.

2 The fourth significent event wes the presentetion of the
LeLoter 6th note by the United Stetes followed a month loter by more
or less identicel notes from Greet Britein, Frunce and the United
States on the subjant of freedom of nevigetion of the Yongtze., As
is well kncwn to cas Department, these letter notes resulted from
Admircl Yernell's stitement thut the time would soon eome when it
would be imperetive ror his gunboets to hove o certein freedom of
movement on thet river While Japen's replies hed not been mede ot
the time of my visit trere wos considereble speculation ne to whet
the answers would be -4 whet would be the next step when the clmost
tssured unsetisfeoto.y replies were received.

Jepan’ s canounced militery intentions are to stomp out the
Chicng Kai-shek regirc cnd £ll other enti-Jepenese elements in Chinn
"hether or not she ccn accomplish them still appecrs to be & mrtter
‘T endurance, fimenclel cnd otherwise, As predicted in my previous
Ieport it is evident thet the Jonpanese can gain eny reesonnble mili.-
wary objective in Chine they dusire, Nothing has cccurred to dis-
prave this. Left nlome, it 13 clmost certein they can congquer China
from e militaTy standpoint, Chieng Kei-shek's rnnounced stretegy
is purely defensive, He hopes to force Jepen to become 80 OvVer-
axtended militerily cnd finencielly that she will broak. He does
Dot intend to resist Jopon frontelly. He is benking upon & defenaive
werfore, foreing his enemy to defend long lines of communicetion
nacessitoting possibly the meintenance of an army of ¢ million men
in the field; constcnt harassment of these lines of communication
both from the flanks and from the rear; refussl of his Chinese in
cezupled territoriss to accept Japanese dominatinm; guerillc werrare
tnd kindred scts. It is my opinion thet Chieng Kei-shek's case is
“practically hopeless unless outside help is received. Japan will
V82 the socme teotios in China-es she hes in Manchoukuo. There, in
toe r'ew yeers immedictely subsequent to 1931 where Chinese guerills
iorces, commonly called bandits, ware counted by the thousands, they
40w number but hundreds and ere fast disappearing. The Chinese cre
not ¢ militeristic rece. They have been conquered before and they
will undoubtedly be conquered now, Where the Occldental would pro-
bebly be worn out end broken down by the many and repeeted aots of
sabotrge which the Chinese are now inflicting and will continue to
inflict, the Jepanese will stend up. Under militery leadership they
become a cruel, determined war-like rece. They are now under o
militery-fascist domination which has no contemporary parcllel,
Their past history hes been one of continual strife and warfare
both within and without. Their present program in China is one not
foreign to their nature. True, all will not be clear salling for
the Jepenese, They will receive setbecks. But their militery
icedors, now the cbsolute masters of the Covernment, know what they
wish and, more important, exactly how to accomplish it, They are

b
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n8 parslstent as the surf whloh brecks upon the shore, groduclly

but surcly weering nway cll in its peth, Their government haa

no threctensd changu of adminlstration every four years with which
to contend. Thelr besle notional policies ere formulated, not over
night, but for the fer distent future. They have announced their
China Policy os "immutoble" and Just that it is. We have considereble
to learn from the Jepenese. Physlcally und temparamentally they ars
as hard as we are soft. Paclfism, communism, labor agitatlions,
student movements, consclentious objectors end metters of similer
ilk cre completely out of the Japanese pleture., QGenercl Itcgaki,
the Wer Minister, very cptly expressed it when he said thot Japan's
gtrongth lies in tha realizetion of all clesses of the people thad
saverythlng they possess 1s now subordinnted to the divine will.

fo AB to Japan's economle structurs: there are no ocutword

signs yet of its brecking. It will stand up under the present strein
for several years to come even though she has deliberately curteiled,
almost to the point of extinoction, certain industries upon which
her rise to industrisl strength hos depended. While it is true thet
there are ocertcin economists in Jopan, clso ¢ few industrielists,
who are orylng wolf (under their brecth) there is no question in
my mind hut that Jopensse finence will atend up for et lecst another
two yearw, Qur Gorernment hos competent observers here, experts in
thelr lin=. whko have watched the situction closely. Nome that I
know of disagree redically with me in the chove observations. The
wor hes cost Jopen seven end & holf billion yen in the first sixteen
months. At the end of two yecrs it 1s axpected thet it will cost
Jopan between eleven and e helf end twelve and & half billioms.
Economlsts estimete thet Jepan ocan stead en expenditure of from ten
to twenty billlion yen per year for ¢ perlod of five years to carry
on the wer, The stendard of living hos not ms yet retrogressed to
any greet extent. Should it become necessery, however, Jepen 1s
prepered to go back to its stondard of thirty or more yecrs ago.

As regerds the Chinese: it 1s epperant that there ars now
two forces with which Jocpen must contend - first, the Netionnl
trmy under the Generslissimo. and second, what is commonly known &s
“ae Red Entity in Nerthwest Chime. The latter is apparently more
than & mere Army. At the present moment it is s military, politieml.
atonomic and social orgenizetion wihich might ccneeivably become
China'as "Valley Forge". Ceptain Carlscn states that 1t is not "Red"
in the generally accepted meaning of that term; instead it resambles
Sociel Democreey rether then Communism. Less thon three years ego
Cniang Kel-shek was fighting this orgenization. Now, if reports are
true. he is beginning to eccept their tenants of nationelism end,
vihile there is not yet zectual cooperation between the tw., thers 1is
enneidercble moral cohesion.

Reports ore to the effect that Chimng Kai-shek has cached
iz Yunnun some forty or more percent of the munitions that have
bL2en comming to him for the pest twelve months from South Chinpa.
i+an £t thet it cennot be seen how either his Army or that of the
3th Route osn stand up frontelly sgeinst any Japanese advence, How
long either cen continue & purely defensive warfere with only rifles,
tayonets end hend grencdes sgeinst modernized equlipment, artillery
znd sirplenes is a gquestion. Some say six months, some sey a yeer,

The present situstion as it concerns the United Stetes:
the frll of Canton end Hankow hae brought more to light than ever
the raal intentions of the Japenese as regards Third Power interests
iu Chinc. BElated by their militery successes and confident of their
ibility to meke an economic success of thelir China venture, they
nya anpounced to the world thet a new situation hes arisen in the
Orient ond thet it will be necessary for Third Powers to underatend
thet sltuntion before they will be permitted to exercise the rights



copore o, g36-58 s ]

tney have previously enjoyed in China. The significance of this
might briefly be expressed in slang: "Ir u want to play ball
you must E:ay acogording to our rules", Third Fowers' trade with
China is hereafter to be under Japanese domination. In faect all
China's relations with the outside world will be simllarly con-
trolled. Japan's mullification of Third Fowers' interests in
Crina will be as complete as in Manchoukuo. Freedom of navigation
af the inland weters of China, extraterritoriality and foreign con-
g238iona in China such as the International Settlement and the
Trunch Conceasien in Shapghal may soon become only interesting
fants 1n history. If Japan has her way China will be as dark to
tia® QOeoldental as Manchoukuo 18 now,

The Japanese Navy has been engaged in a quasi-paval war
9% the paust sixteen monthse, While her battle fleet has not been
in ec¢ual fleet combat, nevertheless it cannmot but have profited inm
¢y far as efficlency is concerned, by being in a state of readiness
for ention during all that time., So far as con be learned, flest
viitf have been in full commission, i.e. fully manned, fuelled,
ammnnitioned und supplied. Its training has probably besn that of
# Tlest wbich wurt be Tecdy at any moment to meet an enemy. It is
Waswn tont it erulsss et high speed during daylight end darkened
4t night. Parts of it have been on blockade duty winter and summer.
The smaller units hoave been in ectual combat with an enemy. Cer-
tein parte of the fleet have carried out joint operations with the
Army. A very high technique in convoy work, in supporting a leanding
and in actunl lending operations has undoubtedly been developed.
The operations of lighter units on the Yangtze and Pearl Rivers
appear to have been arduous and to have been carried out under con-
diticne of modern combat not experienced by any Navy during the
wa3t two decades. During these operations mine-sweeping, defense
againat aireraft, defense against small torpedo boat attacks, es-
cort duty and landing operations have been conducted, Older offi-
2218 in our Mavy who know the difference between peace time training
anl war operations surely eppreciste the beneficial training result-
iz from such operations. Furthermore, the opportunity the war has
rivan Japan to increase her pavel establishment should not be over-
looked. As has been previously reported large increases in funds
aave tesn appropriated by the Diet, but this does not, it is be-
lieved, represent all the money that has been made available to the
Havy. For the two fiscal years ending March 31, 1939, the officially
appropriated funds for the Third Replenishment Program has been
Yen 717,700,000, the total cost of which program, extending over a
reriod of five years, will be Yen 1,138,000,000., What the unoffi-
nial funds amount to is not known but some estimates are to the
effent that the war chest a nted by juggled appropriations will
atout double the funds officially appropristed for increase of the
Navy.

Last and most important of all fectors tending towards
Acveloping the efficiency of the Navy has been the opportunity given
{o Japan for employing in actuml combat that -newest weapon of all,
rayal airoraft. No other first class Navel Power has had. similar
vwar experience or anything even approaching what Japan has enjoyed.
Monaider the position of the Japanese Navy in this respect: From
August 12th 1937 her neval aircraft have been contlinuously employed
in ocombat operations. In faot, during the first six months of the
war the only aireraft so employed to any extent were naval aireraft.
Her pirsraft have engaged in every type of offensive and defensive
trrfue axcept possibly torpedo firing. She has operated carrier-
‘aaxd planes from carriers, seaplanes from crulsers, seaplanes from
vendars, sliore-based planes from air beses in Japan proper, Formosa
trd ¥wentung. Her planes have sngaged in all types of offensive
mizeiona against an enemy - observation, bombing, strafing. pro-
seetinn of bombing ajueadronas and suppart of ground foreoes. While
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alreraft losses have been heavy, the experiesnce gained muast have
been inveluable. This applies not unli to operation experience
but also to the development of material. Cf all weapons employed
it is doubtful whether any arm has benefitted to the extent which
aireraft has, Where, before the war, it could truthfully be
stated that Japanese navel aircraft were several years behind our
own, it would be most unwise for a nation to hold such an opinlon
todey. Furthermore, it would be just as unwise to discount the
|quality end sbility of Jepan's aviation personnel.

Japan's Naval Strategy in 8 War with a Major Power:

Jepan's announced building pelliey is to build a fleet
in ecesrdance with her national traits and characteristios which
will be atle to defeat any fleet & single Power cen bring agalinst
her in the Western Pacific.

This does not imply that Japan's strategy is a defen-
sive one, that she would not attack until attacked. OCn the
santrary, she undoubtedly would not hesitate to undertake offen=-
sive oparetions but not beyond supperting distance of her strate-
glcally excellent geographical position, By this {5 meant that
Hongkong, Singapore, Dutch East Indles, Philippines, Borneo, Guam,
Aleutian Islends and possibly the Hawaiian Islands would be in
jeopardy depending upon who challenges her efforts at Asiatiec
domination., But, the decisive fleet engagement in any naval war
in which s=he engeges would be in waters of her own choosaing. These
waters would be none other than those encompassed by Japan proper
and its many outlying islands from which her fleet would have
the support of aircraft and submarines operating from numerous
mobile end immobiles air and submarine basseas., That factor is
one reason why it appears most logieal for the Japanese Navy to
cmut=nt.oate upon twildirg mohile sesplere dnitas rether 4han upon
~he more sxpensive end vulnersble earrier type.
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Report No. 8 900 - Na
Japan [ | 902 - Polley
January 16, 1939 100 - Basele

Capital Ship Constructiqiiy

The British Assistant Naval Attache, who has just re-
turned from & trip to Nagasakl, has given me the following informa-

tion:
A capital ship is being built on No.2 bullding way at
the Mitsubishi (Nagasaki) Doeck Company. In support of this
contention he states as follows:

&, At dusk of the early eveni welding lights have
been observed through the screens [See MA/Tokyo Report
No. 9-39) the extent of which appears to be over & length
of 720 feet.

b. The enlargement and strengthening of the bullding
way, whioh has recently been completed, would only have
been done for the bullding end launching of an extra large
and heavy vessel. .

¢, Freceutions to obssrve Bcorecy such as sereening in
the building way, swearing to scerecy the workmen engaged
on the work and not replacing any when 11l but keeping
thelr jobs open untll recovered.

He also believes the inboard sereencd-in end of No.l
way (See NA/Tokyo Report No. 9-29) is being utilized to assemble
plates, armor and, possibly, armement rather than for building
8 small vesssl as there is no other space reedily evallable near
No.2 bullding way for such assembly. A merchant vessel is under
construction on the remalnder of the slip. Ho doubta whether o
submarine or destroyer- could be launched successfully from such
a gcight and distance from the water if constructed on the inboard
End.

As regards the vessel being built on No.4 building way
ot the Kawasaki (Kobe) Dock Yard, see NA/Tokyo Report No. 242-38.
It has been reported that this bullding way wos screened in last
summsr but that the September typhoon carried away the secreening.
Nothing is known ebout thls but it is known that the bullding way
wns not screened in lsat November.

COMVENT :
Parsistent reports or rumors are to the effect that four
capital ships are under construction; one at Nagasaki, one ct

¥obe, and two at MNavy Yerds (either two at Kure or one at Kure and
one at Yokosuka). Both the British Naval Atteche end I have been

of the opinlon until recently that caplital ships would be construcoted
only at Nevy Yards. However, the above informaotlon, coupled with

the ebove-mentioned persistent rumors and the insistence of the
French and the former Itallan Naval Attache for the past year that
private yards would be used, mcke it possible that we mey heve been

WIOng.
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Leport No. 19 600 - Cities'and Towns

Japan 802 - Coast cities and towna
January 28, 1939 600 - Industries

Alroraft Venufacturing Industry - Recent Developments

References: {ll HK?TTukyu Report 9583 of 4 Cotober 1938
M (b) NA/Tokyo Report Ne. 91 of 2 Vay 1938

g Ry {ul NA/Tokyo Report Ne. 4 of 13 January 1939

d) MNA/Tokyo Report No. 201 of 21 July 1937,

The regimentation of the major aircraft producers and
ffiliated industries in Japan under the Airoraft Manufaoturing
.adus*ry Control Law and its Ordinances (Reference (a) has placed
hese producers virtually in the stetus of Army and Navy Alrcraft
-actories, References (a), (b), (c) and (4) show the developments
a8 Lirne has progressed. There are other attendant features pertin-
=% ¢2 placing this law in effect.

Aralloetiuns for lLicenses under EEE Alrereft Manufecturing Industry
cnerul Law:

T T Applicitions for licenses were to be submitted from
1l Auzust 1938 (dete on whiech the leaw beceme effesctive) to 30 September
1838. Several compenies failed to submit applicetions in time.
Sevuen new compenles considered technieally incompetent end previously
weried by the Kilitery apperently will not ba licensed. Some of
th:se were financial ventures designed to take advantage of the

privileges granted by the law.

Licensed Activities:

Imperial Ordinance 807 of reference (a) states tuat
~icenses will be issued separately for:
l, Adreraft menufuoturing.
2. Alroreft essembling - ecirplene partas.
3. Fuselege manufeoturing.
4. Votor menufcetaring.
5. Propeller manufecturing.
serment:
" Alehi Clock and Electric Machinery Company is the only
»na of the fourteen licensed compunies to recelve a llcense for the
lasaitricetion (1) above, thet is, "Alrereft Manufacturing” or
“Produetion of Aireraft”, depending upon the trensletlion. A precise
definition of the work involved in "aircraeft manufecturing” is not
evelleble - however, it is belleved to be & blanket elagsificetion
covering eireraft engines and accessories in eddition to aviation
materisl.

Fropeller Licenses:

A compeny engeged in all of the ebove cetivities, elthough
competent end relicble, wes not necesserily entitled to licensing in
8ll festures, The propeller depcrtments of five mejor companies
were not licensed. These firms may be allowed to reapply in the
eurrent year for their propeller branches. Those firms whose pro-
peller departments were effected are: (1) Mitsubishi Heavy quua-
tries Ltd,, (2} Nakejima Airplane Company, (3) Watanabe Iron Works
{ellowsd to continue operations for one year), (4) Japen Alrplane
Uompony, wnd (5) Showa Alrplene Firm.

Those firms licensed to produce propellers ere:
f1) Kewanishi Airerart Manufecturing Company
(2) Sumitomo Metal Industry Company
(%) Jepan Alrcraft Compeny
(4) Japen Musicel Instrument Monufacturing Company
(wooden propellers).
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By this restriction to the chove mapufacturers, it is
hoped to attein ths following objectives: (1) Propeller brenches
of major firms are released to engege in engine and eireraft pro-
duction; (2) The expansion of large firms to the control of all
branches of the airoraft industry will be limited in this respect ;
{3) As less technical ability is required in the manufecture of
prﬂpuélﬂrﬂ, smeller companies can engege profitebly in this business.

omment :
¢ suthenticity of this last reeson is questioned. It
is more probeble thatiths propeller staffs of the larger unlicensed
fectories will be concentrated et those fectories that are licensed
to produce propellers,

Income Tex and Business Frofits Tax: ‘SRS

Artlele 8 of the Alrereft Wanufeoturing Industry Control
Low  82: reference (a)) stetes approximetely thet "menufscturers
tr: vxempt, under conditlons prascribed by ordinence, from income
vox End business profit tex for six yeers after license", Cne of
the conditions prascribed by ordinonee, not at hard, is that firms
or thelr branches which have been in business over five yeais ere
Dot exempt from the income tex and business profits tex, These firms
or brenches thereof cre: Nukajime; Mitsubishi; Kowaseki; Vatanabe:
flcal Clock; Sumitomo; Japan Musical Instrument; Tokyo Ges end
Bla.trie - (1) Alrereft Assembly, (2) Enginz monufooture; Kawanishi -
(1! .irplane Assembly, (2) Fuselege menufecturing, (3) Propeller

mi.nni eoturing,

Those firms or branches thereof which are exempt from
income toex and business profits tax ore: Tokyo Gos and Elestric -
fuseloge menufecttring; Kewenishi - engine meanufecturing: Jepan
Alreroft Menufecturing Company - eirplane assembly, fuselage manu-
faciuring; Showa - airplane assembly, fuselege manufacturing, engine
manufecturing; Jepan Avietion Industry Company - airplane sssembly,
fusulege menufecture, propeller manufacture; Ishikewojima - engine
menufeturing,

Impert Duty Exemption Applicetions:

Applicetions by licensed companies for import duty ex-
emptions on foreien ipe tool hases heve been filed by fifty
percent of these companies under ArticIe 11 of the Control Ltw. The
remaining companies no doubt will follow immedistely.

" Comment:
estriction by foreign countries of exports of eireoraft -

machine tools and their design rights would heve a serlous effect
on the airereft industry of this country.

List of Licensed Compenies:

Enclosures (A) end -(B) of reference (d) contain pertinent
informetion en the recently licensed companies which ere 1listed be-
low, The exsct addresses of Tactories ers indiccted for purprses
of record to show new and future sdditions end to facilitcte other
work.

v

*

Mitsuhishi Jukogyo Kaobushiki Kaisha (Mitsubishi Heevy Industries

Captal: ¥120,000,000 Company, Ltd.)
Office! MNo.4, B-chome, ¥erunouchi, Tokyo.
Footories: Negasekl Dockyerd, l-chome, Akunouramachi, Negaseki
Eobz Dockyard, 3-chome, Wedasaki-machi, Hyogo-ku, Kob
Hikojime Dockyard, No.l, 130, Hikojime, Shimonoseki
Negesekl Arsenal, No,40, Shigescto-machi, Negasaki
* Nagoya Airoraft Manufacturing Shop, Ne.7, Oye-machi,
Minato-ku, Negoyn
Tokyo Machine Manufacturing Shop, No.5600, Ci Morimee-
cho, Shinegewe-ku, Tokyo
Yokohoma Dockyerd, No.4, Jd=chome ,Midori-cho ,Keke-ku,
Yokohamn
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Nagasakl Steel Works, No.9l, Shigesato-machi,Negasaki
Temagawa Machine Shop, No.321, Shimo Maruko-machi,
Kemote-ku, Tokyo.
* Negoya ine Shop, No.998, Okineka, Telko-machi,
Higashi-ku, Nagoye

* Engeged in alrercft production.

Konufacturing and repairing of verlious planes frishtﬂrﬂ:m
terpedo-planes, reconnaissance-planes, training mechines, com-
rercial plenes|; serc-engines (Mitsubishi Hispeno Suize Vater-
ccolgd, Mitsublishi Junkers Waoter-cooled, Mitsubishi Pratt and
Whitnfy Alr-cooled engines); accessories (Mitsubishi Handley-

Pogg Slot-wing, Mitsubishi Duralumin Propeller, Mitsubishi

Crodel Cerburetor, Mitsubishi Ferman Reduotion Gear): redietors

urd sterters,
Established: Ootober 1917.

Letest inspection report - NA/Tokyo Report No. 172 of 17 June '37

Sumitomo Kinzoku Kogyo Kebushiki Kaishe (Sumitomo Metal Industry

Esteblished: 1897 Compeny, Ltd.)
Cupital: ¥100,000,000
No, 37, Shimeya-machi, Konohana-ku, Cseoka
Feotorles: Cugpa;-rulling mill - No.S56,Shimaya-machi Konchena-ku,
scKn
Steel manufacturing shop - No.249,5himcya-meechi,
Konohcna-ku, Oseka
Steel pipe menufectaring mill - No.2, Nishi-no-meehi,
Higashi Muko-jima, Amagesakl City
Prgpailar shop - No.26,5himaya-mechi, Konohana-ku,
saka '
Puralumin, super durclumin, megnesium elloy; various light metel
tubes, platesa, ete.; propeller and crank case, ete.

Latest inspedtion - NA/Tokyo Report No. 114 of 23 April 1937

Kewasaki Kokuki Kogyo Kobushiki Kaishe (Kewesakl Aireraft EZngin-
Formerly a section of Hyogo Shop of eering Company, Ltd.
Koweseki Dockyord; beceme indepandent
in November 1937.
Cepital: ¥50,000,000
Office (end Kobe fuctury]: No.6,l=-chome ,Vadayama-dorl ,Heyashida-ku,

Kobe,
Foctory, Meiji-dori: No.6,2-choms Melji-dori Hayeshida-ku,Kobe
[Engines) y .
Fectory, Kagamigohera: Schera-mure,Inaba-gun,Gifu Prafecture
[Airoreft)

Tokyo depot: Romm No. 820,Ydsen Bullding, Meruncuchi, Tokyo

Manufecturing and repairing of aireraft, engines, perts, end
accessories,

Lotest inspection report on the engine factory - M/A Tokyo
Report No. 7797 of 26 May 1935, and NA/Tokyo Report No.128
of 23 May 1935.

Kogamigahere Fectory (airoreft) - No inspections.

Tokyo Gosu Denki Kogyo Kebushiki Keishe (Tokyo Gas and Eleckricity

T L]
Yateblished: August 1910. Engineering, Co., Ltd.;
Ccpital: ¥%6,000,000 (Inereased from ¥12,000,000 (referencc (b).
:ffice: No.l00, l=chome, Iriarail, Omori-ku, Tokyo
Fretary: No.l00, l-chome, Irieral, Omori-ku, Tokyo
Mapufeeturing of fuselages and engines, vessels' motors, manu-

feeturing meohines and tools, electric hoist, machine-guns.
Letest lnspection report - M/A Tokyo, 19 May 1937,
NA/Tokyo, B8 May 1937,
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hichi Tokei Denki Kebushiki Kaisha (Aichi Clock and Electrie
Estoblished: Mcrch, 16898 Mechine Company, Ltd.)

Cepdtel: ¥30,000,000 (Incressed from ¥15,000,000 (reference (b
Office and factory: No.l5 Chitose runukuén] ﬁinami-ku, Ncgoyi.ly'
Mizuho shop: No.3, 3-chome, Hotta-dori, Minemi-ku, Negoys

Henger st Wherf: No.54, Tsukiji 4-gochi, Minumi-ku, Negoye

10-gochl Hangar: Ncgoye Flying field. “

Flying field: Yessuml-muc, Nishi Kamo-gun, Aichi Prefecture.

Fuseleges of eirplenes and flyling boats; asrc-engines; aero-
radfatérs; propellers, parts and mccessories; verious arms,
al rie arms; torpedo crme; meters end clocks.

Lotest inspection report - NA/Tokyo No.24 of 4 February 1934,

Shows Hikoki Kogyo Kubushiki Knisha (Showe Alrereft Englneering

Estcblished: June 1937, Compcny, Ltd.)

Copltel: ¥30,000,000

Office: ggzru 0il Building, No.l,2-chome , Kobune-cho,Nipponbeshi-ku

okyo.

Verious plounes ecnd ports) verious internnl combustion engines end
perts. (The freotory of this company will be locited if possible
end reported.)

No inspections huve been mede of this compeny.

Tochikewn Hikoki Kobushiki Kelshe (Tachikawa fiireraft Co., Ltd)
Esteblished: November 1924 ifurmerly branch of Ishikuwro jima

cepitel: ¥25,000,000 Dockyerd)
Offiee: New Keijo Building,l-chome ,Mcorunouchi Ko jimechi-ku,Tokya

Feetory: No.3é28, Toehikewe-mcchl, Tokye Prefecture,

Cesigning end menufceturing of fuselcges and cccessories of
militery end civil plenes.

Letest inspection report: VN/A Tokyo Mo. 9277 of 14 Merech 1838

Neke jime Hikoki Kebushiki Kalsha (Nekejime Aireroft Compeny, Ltd.)
Zstrblished: December 1917
Copltel: ¥20,000,000
. Office: Yurskuken, No.4,3=-chome, Mrrunouchi,Kojimocchi-ku,Tokyo
* Otc shop: Oto-machi, Gumma Prefecture
** Tokyo shop: WNoiB8, Shuku-mochi, Suginemi-ku, Tokyo
Musashino shop: No.BS0, Nishikubo, Musashino-mcchi, Tokyo Pre-
fecture ‘
Tcnoshi Casting Shop: No.301l, Yeto, Tencshi-mechi, Tokyd Pre-
Tecture
Degigning end munufecturing of militcry and commerciul plones;
desigring cnd menufcoturing of wirious water- end sir-cooled
oero=-englnes.,

® pircraft Feotory:
Letest inspection: MN/A Tokyo No.B8794 of 25 Mey 1837
HA/Tokyo No. 324 of 18 December 1938
** PBngine Frotory:
letest inspection: M/i Tokyo No. 8799 of 27 May 1937
Ni/Tokyo No. 322, of 18 December 1938

Kebushiki Keishe Tokyo Ishikewnjime Zosenjo {Tokyo Ishiknwajima

Esteblished (engine seotion): April 1936 Dockyard)
Cepitol: ¥16,000,000
office: No.54, Tsukudajime, Kyobashi-ku, Tokyo
Footories(engine sections): Eaii,anchcme, Nishimeehi, Shin Tsuku-
ajimn
No.3174,l-chome, Showo-mechi,Tomio=-
ke=cho, Isoko-ku, Yokohema
Vanufecturing and repairing of maro-ongines end parts,
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When the Tachikews Airereft Compeny Ltd, wes formed from the air-
craft branch of Tokyo Inhiknuﬂi Dockycrd it wes reported thet

the vbove compuny wes engaged in engine production, (reference (d).

The feet that it hes been licensed Indlcctes thaet the engine

seotion 18 on ective concern possibly with two fuutnriu_a“

Kewanishi Kokuki Kebushiki Kaishe (Kewanishi Alrercft Venufecturing

Estoblished: 1928 Compeny, Ltd.)

Capital: ¥15,000,000 (Increcsed from ¥5,000,000 (reference (b)

0ffice: No.l, Dcito, Neruo, Muko-gun, Hyogo Prefeoture

Faotory: MNoruo, Mako-gun, Hyogo Frefecture

Tokyo depot: Noke No.l3 Building, Mo.l2, 2-chome, Merumouchl,

Kojimouechi-ku

Militery cnd commercicl planes, engine perts end nccessories,
wooden ond metcl propellers.

Latest inspection: N./Tokyo Report No. 19 of 1 Februery 1938

Kobushiki Keisho hetenebe Tekkojo (Vetencbe lron Works, Ltd,)

Estoblished: Junucry 18886

Cepitel: ¥6,000,000

Office und frotory: Zesshonokume, Fukuoke City

Depots: BEuast No.7, Building, Merunouchi, Kojimochi-ku, Tokyo
No. 41, Hira-mechi, Sasebo City

Alroraft footory: Jdjecent to roilroad strtlon Zesshonokums,
6 miles southeast Fukuoke on main line to Kurume.

Verious arms end ports; fuseleges, under-cerricges and perts;

isakewa-type chcreorl goe generctor.

Nippon Hikoki Krbusiiki Keish® (Jepan Aircreft Monufecturing Co.

Esteblished: Ootober 1934 Ltd.)

Ccpitol: ¥5,000,000

office: New Kcijo Building, l-choma, Merunouchi, Kojimechi-ku,
Tokyo

Fectory: Showe-rmcehi, Tomioke-mechi, @scko-ku, Yokohema

Designing, mcnufreturing end selling of elrcrefts, eerc-engines;
repeirs of the seme; menufroturing of vericus perta
Litest inspeetion: NA/Tokyo Report Neo. 310 of 11 December 1936

This office hes been informed thet four-engine potrol plenes
cre being menufectured by this compony.

Mippon Guokkl Seizo Kabushikl Kelsha (Tepen Musical Instruments

Est:blished: September 1897 Menufocturing Co., Ltd.)

Capltocl: ¥4,000,000

office end feotory: No.25, Nekazowa-mechi, Hemamatsu City

Tokyo brench office: 7-chome, Ginze, Kyobmshi-ku, Toxyo

Cseke branch office: l-chome, Kits Horlye Komi-dori, Nishi-ku,
Oscka City

Fukuoke brench office: Shin Kewebete, Fukuoke Clity

Yokohrme fcetory: Tsuruye-machi, Kensgewa-ku, Yokoheme City

Wooden end metellle propellers, ete,

Dei Nippon Koku Kogyo Kebushiki Keisha (Tepan Avintion Englneerin

Esteblished: MNerch 1938 Co., Ltd.]
Cepitel: ¥5,000,000

Office: No.2, l-chome, Kobune-cho, Nipponbeshi-ku, Tokyo
Fugctory: WNo.28, Mori-cho, Fukagawc-ku

tonufncturing, repeiring,merketing, importing end exporting of
piroreft parts and accessories; menufscturing, repairing ,mar-
keting, importing erd exporting of eirereft cnd eutomoblle engine
o rte, cnd sccessories; menufroturing, repairing, merketing, im-
porting ond exporting of eirereft tnd automoblile materiols; in-
vestment in businesses conneoted with foregolng work.
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Report Fo. 19-39 -8 =

Formetion of jdroraft Guilds:

A plen for the formrtion of eireraft sub end sub sub
gortrrotors into guilds under & centrrl body such es a "Federction
of Industriel Airoreft Perts Menufooturers" is under considerction
by the militory euthorities cs port of the elrereft productlon
progrem. Two methods are under investigrtiont

(1) Estoblishment of o8 many guilds of airereft ports menu-
faoturers 65 there ore parent firms licensed to essemble
eirereft

(2) Ea;igliuhmant of prefectural cirereft sub-contractor
guilds

The prefectural guild plen 1s being studlied due to
opposition by the larger or parent aircrcft manufecturars. Under
normel conditions these firms cen febvricete cll eirercft parts
with their own fecilities. At present & large percentcge of parts
are sub contreoted. If the demend should cease the mejor firms
reeson thet they will have orgonized strong competitive groups
which by some development could compete in the porent compenies
fields. Nekojima, Mitsubishi, Kemenishi and Kewascki hrve been
holding regulcor meetings at which this metter ia discussed. It
presents o mutucl problem. It is probrble thet the mein idea 1s
to prevent o wider distribution of profits cnd to protect originel
investments.

The militery are interested in developing the gulld idea
in order to: (1) Distribute profits for the lerge budget expendi-
tures over o wide fileld; (2) Improve technicsl stenderds of air-
groft sub contreetors by heving the perent componies supervise and
report on the fecilities of sub contrrotors; (%) Increese potential
production fecilities by treining sub contrectors’ personnel in
fobrication of sirorcft metericl.

The military suthorities heve sgreements with the licensed
compernies with regerd to speciclizetion in elrereft orders awarded.
The cospenles ere divided between the ..ormy end the Navy either
completely or on r percentage besis cnd eech compeny 1s cwarded
eontricts involving types end emounts, It is the intention of the
militcry thet this system be developed by the parent or licensed
sirplure end engine assembly plants by extending similcr egreements
fron the compenies to the sub-contrcetoss. With the sub contrectors
in guildis rigid control would be axercised by the militery over the
entire cirercft production system.
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Report No. 35

900 - Nev
Jepen # 902 - Policy

Februery 14, 1939 100 - Besio

Ncvel Polioy end Nivel Exprnsion £8 Enumercted by the Ncvy
Vinister in the Diet

The following quotetions (from the Domel relecse) of
certein interpelletions end enswers thersato sarve to illuminete
Jopenese nevil poliey, nevel exponsion cnd nevol views on defense,
politice tnd other fiotors.

Polioy:

"To essure control of the sees end of the esir in the
Proifie (crec not defined) cnd to become the propelling force
Tor the enforecement of our netionel policies. The Nevy's present
("under presunt epproprictions") crmement is sufficlent for the
estcblishment of ¢ new order in Ecst Asla®. Admirel Yonei on
B February declined to discuss the possibility of the occupetion
of Holinon Islond.

Nevel Expension cnéd Mevel Comstruction:

When osked concerning the wersion of Itclien origin rbout
Jupun's construction of huge copitel ships of 46,007 tons, Admirel
Yonci replied thet the versinn current fbrocd wes quite unfounded
end furthermore refused to ¢isclose the tonnege of new ships under
construction. In enswer to o question s to whether Jepen's elr-
ertft corrier strength 1s quite cs great =8 it might be he replied:
"The Ncvy hopes to ndd some good tirercft cerriers®. To impress on
the Diet members thot the rbove-mentionsd "under present appropri-
etions™ wos of importonce, fdmirel Yonei scid thet he hed full
confidence in the cepubllity of Jepon to finence the revised pro-
grem, edding:

"The Navy of the Empire is confident of meking the nevel
cefense vdequcte by combining the present novol power with the
enforcement of & new construction plan to be submitted to the
Diet shortly in the form of £ supplementory budget. The ormo-
ment replenishment up to the year of 1941 can be done in cecord-
cnce with the present commodity mobilizetion plan.

"The foregoing supplamentery budget represents a plen to
replenish cnd revise the existing plen (3rd Replenishment Pro-
grim) of the Jepanese Mevy, which the nevel suthorities snnounced
some time ogo, to cope with the swollen crmeiment expcnsion ploans
af Grect Britcin, the United Stotes, Soviet Russic ond other
Powers. The supplementcry budget, in mocordunce with the line
of the existing plan, cells for & continuction expendiiture over
several yecrs, for the construction ofswerships oné &n increase
of the number of cvietion corps”. (Probrbly upwerd revisicn in
number of ships, plenes und personnel),

When esked regeriing the prospective copeoeity of the notior
cn. its relotionship to nttional defense mecsures, ,the Admirsl

Teplied: e fiscal yeer 1939-40 will be the most difficult perind
for the replenishment of the productive cepacity but it will be-
come easier in the fiscel year 1940-41. The replenishment ot
crmement can be cocomplished curing the three years in accordence
with the mctericl mobilizotion progrem now in force.™

Lzfense:

"7 The Nevy Minister mode ¢ deniael thet the Nevy had eny
'ntantion of esteblishing e permoment base on the Chinese contin-
vabe..s Bubssguently stating: "On the cnasts of Centrcl end South
Shina the present ocoupled arens must be defended so thot they maoy
enntribute to the construction of the so-celled 'new order in Enst
#81iu7,., such is the Navy's firm conviction."
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In replying to cn interpellction urging the strengthening
of Japan's defenses in the Bonin, Pescodores nnd Kurlle Islands,
Admiral Yonal begged to defer his reply untll the presentetion of
the supplementery budget for new ncvel constructien (probebly o
secret sesaion).

Folitical:
Atmirel Yonel leniei thet the Konoe stetement of 2l Dee-
ember (pecce terms) hod cny effect upon the officers end men of
the Impericl Navy cni denieé thut the latter had been the least
effected by the Comintern's ettempt to sovietize them, acliing thet
sufficlent preccution would rlsoc be teken in the future,

Regeriing reletions tetween the Itelo-Germon-Japaness
cnti-Comintern paet and the Nevy, the Nevy Minister steted "om o
member of the Covernment™:

"The cnti-Comintern Pcot 1s en ideolo iaal“%§§555%§£

cnd wuoes not touch on conerote moctters connecteu national
Jafense.” Yhile lenying ebility to forecast the future, Admiral
Yonai seid he thought & Sino-Jupunese offensive and defensive

gilianau would contribute grestly to the new order in the Fer
8t.

Kerchent Merine:

When asked if the present merchant fleet (4,500,000 tons
of ships ebove 1,000 tons) woulé he sufficient if Jepen, Manchoukuo
ctnd China were to cooperete 8 one unit, Admirel Yonei urged thet
the present tonnage be doubleld end thet the present mercantile
merine schools end seamen's trcining institutes be increcsed to
cope with this expension, ‘{Nete: incidentally, thereby sdding to
Japen's nevel reserve effectives both in officer oni enlisted
personnel). :

Nevel avietion:

In response to & suggestion thot there might have been too
intensive use of the navel eir crm in the Chine Inecident, the Nevy
Kinister steotea thet:

nr1]1 thot hes been lost so fer in the fighting hes been

replaced and, in cddition, we huve more then sufficient to re-
plenish the Alr Force. We cre prefectly conficent on thot score.”
Lemiral Yonei edmitted thet the Novy hed suffered the most demoge
in sirereft, rdding that the loss of vessels hed been negligihle,

Yhen oske¢ 1f. the Novrl ~nir Forces dil not excel those of
the Army in mechcnicel equipment end technique cnd whether the Nevy
hos uncer considerrtion the creastion of a centrcl cvietion research
orgenizetion for the Zevelopment of oviction for the two services
Lomirel Yonei (through mocesty?) ignored the prelude ani replied
"\t present, we heve no such idea.”

Gunm opd Amerioe:

In continuetion of our Report No., 12-38 £s to Jepanase
rsuctions to proposec U.5, fortificctions in the Peeific, idmirel
Yonni steted na follows: )

"] gsee no recson why the friendly relctions between the

Unite: Stetes cnd Jopen should comée to & rupture. Thers can be

no chenge in the Jepenese novel crmement policy of non-mencoe and
non-oggression, glving the minimum strength necessory to essure
snlid netionrl Jefense, If the United Steted should suspect Jopan
of sorw ngeressive intontioms, it 1s & gross misunderstencing.

#If the United Stetes shoul. tcke peins to strengthen ita

Gucm bose I cen only sey thet I woulu be sorry for it. For, to
tulli o fortress ct an isoloted point is in itself to weaken the
fighting strength of the mein forces, The Joprnese nevel authori-
ties are nnt nttonhing munh importence to the Guam projeat.”
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Past Buil.ing Progroms: R

In reply to on interpellction regeriing the pest bulliing
program (Secon. Replenishment Frogrem to be completed in 1937-38)
sumiral Yonei celled upon Recr jiimirel 5. Inoue, cirector of the
Noval Affcirs Bureau,who is quoted cs saying:

"The rerittin? plen prepered under Nevy Minister Csumi
kept to the limits wit

hin which the trecty Powers were to refit
their cepitel ships for cir onl ses lefense, The nevy's plan,
o8 fer as it is within the treety limits,

hes been completed
On. eech year we hove been .emtndiing cpproprictions for

refitti
incepencent of the trectv limits in orier to meintein cnl Inoremse
our fighting streangth.
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Report No. 57 900 - Na
Japan -
March 13, 1939 igg e gg;igy

Fourth Replenishment Program

Reference: MNA/Tokyo Report No. 36-28 m

As reported vie State Department cable on 8 March,
the Fourth Neval Supplementary Building Program (total ¥1,874,142,000)
referred to by Admiral Yonail {HA.;’Takyn Report No. 18-3g ) was maeds
manifest by the inclusion of the initial outlays for this program
:nuzgghfizgg Supplementary Budget (1939-40) presented to the Diet

Ship Construction Expenses: (Six year program) (See pege 3 of
reference for details of Third Progrem expiring fiscal

year 1941-42)
1939-40 ¥ 60,150,000
1940-41 119,250,000
1941-42 289,785,000
1942-43 384,185,000
1943-44 290,980,000
1944-45 62,330,000
Total ¥ 1,205,780,000

(Approximately 150% of that provided in the Third Program)

Additions and Improvements to Shore Statioms: (Five year program)
(See reference for usual purposes of this expenditure)

1929-40 ¥ 48,908,000
1940-41 79,493,000
1941-42 44,300,000
1942+43 11,840,000
1943-44 3,980,000
Total ¥ 188,321,000

(¥ore than 200% of that provided under Third Frogram)

Zxponsion of the Alr Force: (Five year program)

1939-40 ¥ 56,841,000
1940-41 71,500,000
1941-42 72,850,000
1942-43 89,450,000
1943-44 29,600,000
Totel ¥ 300,041,000

{Nearly 400% of corresponding allotment under Third Program

This progrem was blamed {inferentially) on rearmament
progrems of Great Britain and America -- "If other Powers which in
various ways have a bearing on our country are increasing their
ermaments, we cannot help toking them in meecunt in our armament
plens,...". "What is to be carried out from 1936-40 fiscal year 1is
a fourth plan but in a way it will contlnue the third plan and so
the two can be considered an integral whole." (Admiral Yonai)

When asked if Japan's sea power in the Western Paci-
fic is to be held against the two navies of Great Britain and Ameri-
e¢e, the Navy Minister stated that the Imperial Navy, in directing
' {ts construction and other plans, had in view neither Britain nor
the United Statcs plonme but the country that has the strongest naval

powWer. Inmm“y a8 *o how the anti-Comintern pact with
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Germany and Itely would affect the sea power of Japan, if the
Minister thought thet the naval forces could be less because of this
anti-Comintern pect, or more because of it, the Navy Vinister said
thet the anti-Comintern pact hed little effect on the determination
of Japanese navael strength.

The former of these statements wes editorially interpreted
as moaning that "the Navy is building in consideretion of the strong-
est nevel forces that could be put into play in the Western Facific et
8 given time tnd under given conditions, Whether these forces would be
those of Briteln or America or of them both, must be determined by the
poliey of the Government and not of the Navy".

The second statement was ignored by certein of the werna-
cular press and not commented upon when printed. The vernaculer press
when interpreting this program were unanimous in stating that it wes
designed to prevent thizd powers attempting to block Japan's aspira-
Einnaﬁffﬂ to guarantee the firm establishment of the "New Order in
East Asia".

CAMNENT :

Raport No. 57-30 -8 =

The hypothetical progrem referred to in the osble of 8 Meret
wes based on the suppositions and assumptions im NA/Tokyo Report No.
£54-38 which represents the best estimate of this office at the pre-
sent time. I our estimate of the increasec in the cost of constTuct-
ion in Jppan is in error navel construction under the Third end Fourth
Replenishment Frogrems will be correspondingly larger, The above-
mentioned hypothetical progrem is undoubtedly the least Jepan will

| underteke, Two Foreign Nevel Atteches are of the opinion thet eech

Progrem cells for four cepitel ships. The Soviet Neval Attache af-
firme that the new progrem mesns eight battleships in eddition to the
originel four of the Third Replenishment Frogram.

Certain Jopancse neval "experts", in articles written st
the time of the denuncistion of tae Weshington treaty, pointed out
thet Jepan's submerine neods were then 122,000 tons in thet category
{end such date mey wall have been furnished the writers by the Kavel
Publicity Office). Consumstion of these needs may be indicated some-
what by the present submerine construetion (MA/Tokyo Report No,l16-39).

LATER COMMENT:

he Itallen Nevel Attache informed me yesterdey thet he was
heving the ssme difficulty his predecessor hed in obteining informstio:
from the Jepenese Navy Department. He stated that they refuse bluntly
to answer his queries in regurd to specific motters. He stetas that
it is to be expected that they will not divulge their building progrem
but it mekes him engry wien they refuse to tell him anything regarding
the Increase in cost of nevel construction during the past five yeers
upon which he might bese an estimete of whet their budget eppropries=-
tion will permit them to bulld., He beliecves, however, thet the cost
of construction is ebout 133-1/3% of what it was in 1933, He quotes
Paymester Coptein Ushinosuk: Yemamoto of the' Deportment's Accounting
Sursau to substentiste this Lstimete:

"The nevel crsencls coecsiontlly employ female workers
aad there is no perticuler shortege of lebor. The highest (deily!
wage for & mole worker is ¥6.48, for & female worker ¥1,56. The
lowest for meles is 38 sen; for femeles 31 sen, The averrges
work out at ¥1.30 for meles end 83 sen for femelss."

It is known thet neval estrblishments took eerly and ef-
S2etive meesures to comserve and incresse their lubor supply end
tTe much better off in this respect then privete munition concerns.
There is great competition rmong the latter for skilled workers,
rainrnees heve been -enacted during the pest 18 months to stop the
rut-throut compatition in obtoining both skilled and unskilled lebor.

b
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Raport Mo. 63 EEmEa

Jepen 500 - Commercial
Mcreh 15, 19359 505 = Merchant MNerine

"Jepen's Possession of Vessels to be Expanded to 6,000,000 Tons"

The followi rtiel A
eTah Aathl ng 8 ¢le appecred in the Asahi Shimbun on

"In reply to en interpellation by Mr, Kozo Yamamoto,
Minseito, at the Shipbuilding Finencing Bill Committee meeting
in the Lower House ycsterdey, Communicetions Minister Mr, Shiono
stoted thet the Government shipbullding expansion plen aims at
inerecsing the netioncl possession of vassels from the present
4,000,000 tons &8s et the end of 1938 to 6,000,000 tons by the
end of 1941 and further to 7,500,000 tons by the end of 1942,

"¥r. Shiono, to cierify, stated that the Govermnment
intends to incresse the totel tonnege of the vassels by 2,000,000
;?nggzg the end of 1941 ond further by 1,500,000 tons by the ond

i .

"In connection with the Government policy for the exe-
cution of the foregoing policy end the notional shipbuilding
cepeclity to cope with the poliey, ¥inister Shiono and Mr. Isetani,
Cirector of the Shipping Buresu, mede the following stctement:

"'At present, there are 97 slips crpcble of bullding | -
ships over 1,000 tons in Jepen. The totel crpecity of
those slips exceeds B00,000 tons :onw lly. The averags
shipbuilding capacity of the operetive in the shipbuilding
industry amounts to 10 gross tons & ywar. So even jJudging
Ifrom the cecpaclty of the totel workers, the Jepanese ship-
building ccpeclity reaches 800,000 tons yearly. Lack of the
proper supply of rew motericls was the prineipal reecson for
the past feilure to opernte at full cepeclty. Beceuss the
supply of rew matericls is delayed, vesseals ere forced to
remain on the slips for a long time, and the capacity 1s
compelled to be transferred to other industries such as
munitions or civil engineering works. Under the new com-
modity mobilization system, the supply of rew motericls to
the shipbuilding industry shall be given priority next to
the munitions industry. For thet reason, the domestic ship-
building capueity shall be executed completaly by the
amewsthed Afrtrilmgticon af raw moteriala.'”
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Report No. 68
Jopan

March 28, 1939 TR
Light Metel Menufscturing Industry Low

Enclosure: (A) Trn.n?lntiun of the full text of the lew (original
only

I -

A synopsis of this lauw recently pessed by the Diet 1s
glven below:

Article l. The eim is to promote the subject industry for perfeftion
of nctionel defense and the industry itself.

Article 2. It wpplies to the eluminum end megnesium industries.

hArticle 3. More then half the stock and personnel of the comprnies
engtged shall be Jepanese in order to obtoln Government permission
to engage in ths industry. Should this status chenge permission is

retrcoted, ’
Article 4. (Not given, but mey be included in Article 3.)

Artiele 5, Permitted companies shell commence operctions as speci-
& ¥ the Government. Felling this, permission is regrected.

Lrticle B. Government permlssion for plent expension is necessery.

article 7. Products of the expcnded portien of plonts - on Govern—
mant permission - are exempt for five years, during end following
expunsion completion, from ilncome and business profits tox. Ex-
ception: ferilure to complete expension in specified time.

Article B. Unless epproved by the Government taxation by any locel
governments of this industry 1s prohibited.

Article 9. i chenge in company orgenizetlion does not offect the in-
come and profits tex provisions.

Article 10. On government approvel exemption from import taxes is
provided.
Article 11. Expropriction of lend for expension is provided.

hArticle 12, Expansion of cepitelizetion privileges is provided.

Article 13.pehentures beyond the provisions of the Commercial Code
may be issued to twice the peid up capital. The Factory Mortgege
Law provisions control debentures.

Article 14. government permission is necessery to chenge scheduled
nperctions, mergers and dissolutions:

Article 15. The Government controls compony plens,

Article 16. Componies submit reports end sre inspected by the
Covernment .

Article 17. The Government controls demand-supply end price regule-
on Tectures,

article 18. WMilitery requirements may necessitate plent chenges and
expunsion on Government order.

Article 18, The same applies to storcge of rew stocks.

Wi



Report No. 68-39 o - e

irticle 20. Government compensition for lesses under irtilcles 19
Tnd BU 18 provided.

article 21, OGovernment subsidles for resscrch end test is provided.

;rticle 22. The Govermment can order compenles es desmed necessary
to engbge in import, export end scle with price control.

irticle 23. The compenies of Article 22 shcll be two thirds Jupcnese
owned .

Lrticle 24. The compenies of Articles 21 end 22 (hereafter "ordered
componies™) need Government permlission to engage in other than Gov-
ernment business,

hrticle 25. Other compenies mcy be ordered to sell menuf:ctured or
impsrted light metels to "ardered companies®.

Lrticle 26. Prices of "ordered compenies" cre complately Covernment
l."'.-ﬂhEl'D IIB! M

Lrtiels 27. f£11 internel end finencial ectivities of "ordered com-
penles™ must be government approved.

Lrtiele BB. Losns to "ordered compenles" must be Government cpproved.

irticle 29. Business regulotions cnd chcnges thereof must be CGovern-
ment epproved.

Lrticle 30, Plens of "erdered companies” enterprises must be Govern-
ment cpproved.

Article 31. mordered compenies” cre completely controlled by the

Eavernment with regerd to reports, inspections end eccounting sys-
ems.,

.rtiecle 32. Destinctions cnd scles of "ordered compeniess" are
vernment controlled.

irticle 33. Persons in the light metel industries other than companies
and "ordered compenies” shall submit reports c&s required by the Gov-
arnment on their business conditions und equipments,

Articles 35 to 42. pPunishments for viclections of the lcw ere pro-
vided. The ore stringent end encompass vipletions of oll fectures
of the low.

Supplementory Fules

Comne wies engeged in the 1ight metal industry &t the
present time cro regcrded permitted compenies under Article 3 if
quelified.

COITEKT:

This lew is designed primerily to fecllitate the menu-
footure of sireroft in conjunction with the llrersft Vanufecturing
Industry Control Low end the Mechine Tool vapufacthriog Industry
control Lew. It is a further step by the Covernment to secure ex-
ponsion of stretegie industries ond racdiness for wer on two fronts,
Chine apd the Soviets, if necessery.
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Report No. 79 300 = Finance
Japan. - 302 - Budgets.

April 12, 199 (uasssmupmuuel 200 - Nevy.
Japanese Naval Budgets - Fiscal Year 1939-40.

Following epprovel by the Diet certain detells of the Govern-
ment's baslc general budget and supplementary budgets were promul-
gated in the Official Gazette. These detalls are glven below.

A. Baslo Ceneral Budget
Budget Budget

n count 1838=-40 1938-38
b HE‘v-? epertmant Proper -

al Fay 511,760 419,875
b) 0ffice expenses 231:?94 201:340

Total - Navy Department
proper 743,544 620,615

2. Militery Expenses ;

a) Pay 63,623,145 82,253,539
b) Office expenses (furniture

postage, stationery, hn.u.l{ng

expensés, telegrams,cables) 1,780,229 1,620,684
(e) Miscell. pay and expenses

(forelgn and domestic travel,

employees pay, subslstence and

quarters allowance, entertaln-

ment expemses, etc) 7,284,939 6,734,576
(4} Expenses for food and cloth- : ¢

ing - 30,590,339 29,388,966
(e} Ship construction, ordnence

menufacture and repalra

(includes purchase alirplanes

end aviation equipment 119,055,802 126,385,201
Er Expenses for maneuvers 715,349 714,727
g) Care of patienta 1,606,805 1,454,562
Eh Upkeep of Naval Ports 1,200,698 1,262,840
1) Operating expenses of ships

and statlong 50,636,734 54,005,168
Ej Hydrographic expenses 1,815,385 712,547
k) Miscell. training expenses 2,535,417 2,537,249
(1) Ald to families of enlisted

men 1,157,765 1,082,404
(m) Subsidy to employees' mutual

ald guild 3,561,280 3,607,007
(n) Expenses in connection with ¢

prisoners 11,338 11,041
{e) Confidential fund 63,300 99,300

Total - Military expenses 285,587,555 291,860,711

3. Miscell., expenses (discharge allow-
ance, special death gratulty,
accident allowance, etc.) 884,898 900,823

TOTAL - ORDINARY ACCOUNT 287,215,995 293,382,149

Extraordinary Account
. p comstruction expenses 239,724,625 218,420,578

2. Additions and improvements to

shore stations
[a Office expenses’ g79,780 1,351,614
h - .

Maval dockyards, additlons and
rovesents to 26,368,124 43,930,073

i
(e} nﬁutua and equipment for
various defense corps 8,752,150 4,548,200
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Budget Budget
1939-40 1938-39

As Bosic Generol Budget, continued
e
xtrao count, continued ’
2, Additicns ond improvements to shore
stotions, continued

(d) ¥iscell., equipment for Naval

ports 3,438,400 7,128,800
gai Expenses of training fecilities 3 696.122 3,568,563
T) Exponsion of hespital foecilities 443.T¢D 587,900

Total - item 2 4TIMETIE 61,115,150
34 Expansion of Navol Alr Force 8,732,156 18,150,000
4, Alteration, repoir and cquipnent
of vessels
(a) Modernization of ships 40,717,000 47,427,480
[b Special repeirs to ships 12,795,000 12,630,000
¢) Repltecement of submarine
storage botteries 1,728,484 1,289,044
(a) C:nstructiun of miscollocnous
cots 780,000 660,000
Totel - item 4 58,000,424 &2,006.5%4
S. Roplenishnent ond renewol of
militory storcs 7,864,000 11,700,000
6, Construction end repairs to buildings 239,062 156,062
7. Exponses of tricl digeing of novel
reserve oil ficla 760,000 520,000
B8, Work tc be performed by Navy for othecr
gomernncnt depertnonts 160,129 160,129
9+ loking chorts for publiec sale 146,962 110,584
10. Resoarch cxpenses
(o) Research cxpenscs for chemicaol
warfore 155,000 150,000
{h} Avintion rescarch 112,916 141,670
[+

Rescorch In cnpines end ordnance 5,430,000 4,800,00
Total - item 10 5.5'.";55[5 sfwr:urg

11. Gratuities

(o} ILump sum payment ° 283,040 271,814
12, Jopan's shere of Intcrantionnl

hydrographic cxpcnses 5,579 5,575
13. Rossoration of ecrthqueke domnges 200,000 200,000

14. Dospatching vesscls to northorn wators 180,000 500,000

15. lcking motocorologienl cherts of
upper cilr currcnts 49,663 148,012

16, Incrooso in ollowrfice duc to apprcel-
ction of forcign currcneics 537,865 525,560

1?7, Expcnsca Tor ordncnec coulpmont for
troining purposcs 2,000,000 1,700,000



Rcport llo. 79-39, repc 3 Budput Budgot
. b e 1979-40 1958-39

A+ Beele CGecncrel ct, continucd e
-%. continuc \
xtrecordinery pccount, continucd
18, Amount trrnsfcrrcd to apcelianl
negount to roplonish circulct-
ing ecpitnl of Nrvy Yords 500,000 3,000,000

19, Surveying to be pcrformed by Navy
for othcr government dcportacnts 150,000 59,687

20, Inapcotion cxpenscs of ncrolopleal
obscrvi tion purformed on boord

ships 84,038 0
TOTAL = Extroordinory Account 566,786,767 383,976,291
Ordincry account 287,815,995 E£93,382,149
TOTAL - Brsic Genercl Buafct 653,942,762 677,358,440
%— ——— —
B. First Supplcncntery Budgct
hm.'lli"‘:’i
Ordine Account
Tfﬂl’ﬁtcrr TopLnsca
(c) Poy 561,321
b) O0f'llec cxpunoes . 18,580
¢) Muecll. pry cnd cxponscs 219,032
{(d) Txponsce Tor food rnd elothing 463,041
(¢} 8kip construction, ordncnec necnufaoc turc,
rnd repeirs 1,963,458
(f) Zxpcnscs for moncuvera 18,265
8) Circ of peticnts 11,576
1) Operating csmenscs of ships ond stotions 1,378,448
J) Eydrogrcphic oxponscs 139
(k) Misecll., tr-ining uXponscs 56,271
{1 Subsidy to omployccs' putucl rid guild 810,535
n) Confidcntinl fund 36,000
Totel = item 1 5,510,870
Total - Qrdinary Ascount 5,510,870
Extrocordin.ry Acecount
I. Ship constructlon cxponscs 60,150,000
i ! This is the initinl nllecrtion for
thoe Fourth Replenishmont Frogrom, This is a
contipuing cxpunditure which provides o totel
of ¥1,205,780,000 to bc oxpended undoer this
progrom ovor o period of six yorrs. The roviscd
rnnuel olloestlon of funds for ship construction
is now fixcd cs follows:
1939-40 - ¥299,874,625
1940-41 365,607,000
1941-42 384,836,000
1942-43 384,185,000
laai-aa £90,080,000
1944-45 62,350,000
2+ Additions cnd inproverients to shorc strtions
in; Officc cxpinacs 1,010,720
b) Nevel Docky:rdés, rdditions :nd inprove-
ncnts to 59,087,110

{e) Foellitics cnd cquipment for vorious
defonsc corps 4,848,700
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T SRR R, ettt
streordinrry Account, continucd
2. AMdtions n nprovincnts te Shorc
st-tions, continucd:

Ed] Hdgecll. cquipnent for Neovel ports 582,600
¢) Expension of trrining freilitics 5,098,870
Totrl - iten 2 48,908,000

Notc: The cbove 1s ¢ continuing oxponditurce dctrils
of which rrc ns followsg

Totrl nprroved down to 1938-39 ¥534,6086 ,380
Approvcd 1939-40 (Fourth Replcnish-

mcnt progrrm) 188,321,000
Totrl i e -
Expcndcd down to 1938-39 441,124,880

Reviscd rnnurl nllocrtion of fundes
t 1938=-40 :1940-41 ] 19461-42 § 194B=d43 $1943-44
. Offico cxpenses

1,990,500: 1,964,5003 1,275,2870; 351,100% 76,700
Frvel ﬁncEyﬂEﬁs, fﬁﬁ{tiuna rnd Inpro?cmanta to
£5,435,234: 74,068,B26:35 821 ,880810,777,98013,903, 300
Froilltics rnd cqufannf Tor v-rious anfunsc oorps

13,600,850 17,144,200:11,735,500: 3,237,900
scoll-ncous cquipn:n or Hewv-l Porta:

4,081,000 4,534,100 3,019,050: B33,400

Exprnslon of trolning Trecllitlics:
6,280.99021 11,416,250 6,638,0008 500,480
Exprnslon ol hosplt ]l I-clllitico: :
20, TE08 575,500¢ 775,300 1 773,200

Totrls 92,280,Elﬁ:lﬂg.?GE,IS{:55,565,GDD:lG,G?ﬂ,DDD:E,EEG,ﬂDO

3. Exprnsion of thce H-w-1 Alr Forcc 56,641,000

Itco 3, cbove, is o continuing cxpunditurc dotsils
which Tollow:

Totrl nprrovod down to 1938-39 204,248,859
Approved 1939-40 (Fourth Ruplonish-

ncnt Progrom) 300,041,000
Totol e, 5
Anount cxpocnded down to 1938-39 190,195,215
Amount to be cxpcnded from 1939-40

to 1943=id 314,004,844

Roviscd nnnucl nlloe:tion of funds:
1939-40 - 65,373,155

1940=41 - 76,821,489
1941-42 - 72,850,000
1948-453 - 89,450,000
1943-44 - 29,600,000
4+ Work to bc pcrformed by M-ovy for other 1,600,000
government dopr rtnonts
Totrl - Extrrordincry Account 167,299,000
Oriinrry Account 5,510,670

Totrl - First Bupplimcnt ry budgut 172,809,870
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C. Scuoond qu:mntr.rg Budprct
iﬁ'ﬁnw cns 1In this 'EuiIr.Lt.

D. Ching, inuidunt Eugat
silolrl Glzettc glves the following inform: tion
conccrning this budrmet:

Arny ¥3,143,000,000
Hrwy 812,000,000
Rcacrve fund 650,000,000
Totrl 4, 805,000,000
i of rbove budgctst
r.s of budpctsd
cnor-1 & aEc budgct ¥3,68904,666,000
Firat Supplomoent:ry budgot 910,543,957
Bceond Supplemontsry budgot 199,332,000

Chinr. Ineidont budgot -;,ag%,gn,ann
Totrl a0l el

of which the following ‘mounts worce rnllocotid to the N:vy:

Genorol Brsie Budget 853,948,768
First Supplcmentory Budget 17g,804,670
Sceond Supplomintrry Budgct 0

Chinn Ineld.nt Budgot 812,000,000

Totrl = Havy 1,638,758,432

of the totrl of ¥9,409,5:1,000 cpproprinted ¥5,651,801,000
(or sixty pcrocnt of the totol) w11l be obt-incd through bond
issuce.



IBSUED BY THE INTELLIGEMNCE DIVISION, OFFICE OF CHIEF OF
MNAVAL OFERATIONS, NAVY DEFARTMENT

ATTACHE'S REPORT f‘?-w-ﬁ/‘?zra-*

Mmﬂmmtm#r.w e e T

From =:4.- .12 . Date et 2T 1950 Berial No. ,__..';:r:....& File N-.H':f"r“":'{f;_.
Bouros of information .. glizrlg ndnam sl
sl o e
Reflerence ..

.
L=
s
L8
s
v
1
tr
'
L
f

DECLASTFIED
ED. 1166%, Sec. WE) and 5D} or (E)
OSD better, Mny 3, 1972

g BT, AN lw

MAY 16 193g

"'"'-'-'!.- FEoSCT T T T S TN mm m&‘——-‘ﬁ."ﬂ:‘ -



Report No. 93 900 - Nav
Shen R %02 - Pollcy

April 27, 1939 100 = Basic

Third and Fourth Heplenishment Frograms

Basing his €stimate of the Japenese bullding progrems
upon the cost per ton of differont types, one Nevel Attache ia
of the opinion that Japen is bullding es follows:

8 bettleships (40,000 tons displucement)
4 lerge crulsars ta.ﬂﬂﬂ tons displecement)
+ 4 corriers (20,000 tons displccement)

He &stimetes the cost per ton cnd the emount avellable
for eech cs follows:

(a) Of Bocttleships @ 3500 yen per ton, the amount aveileble,
1,200,000,000 yen, will permit building B.

(b) Of 20,000 ton ccrriers @ 3000 yen per ton, the emount
evelleble, 240,000,000 yen would permit building 4.

{e} Of lerge cruisers @ 3000 yun per ton, the cmount avellcble,
100,000,000 yen, will permit bullcing 4.

{d) Cost of submrrine constructicn is 4100 yen per ton,

He mekes no estimete of the number of submarines or
destroyers to be built in these progrims but strtes thot 2,000,000,000
yen is eveiloble for totel construction, which, according to his
figures, would lecve 460,000,000 yen for types other thon bnttle-
ships, cruisers cnd corriers. He slso is positiye-thet one brottle-
ship esch is under comstruction =t Scsebo, Kure enc Kobe.

COMMENT:
The Third Heplenishment Frogram provides selely for
ship construction 552,200,000 yen for yeers 1939 to 1941, while
the Fourth Replenishment Progrom cuthorizes 1,205,780,000 over o
six yeer period (1939-1944); totel ¥ 1,757,980,000, However, it
is quite possible thet o portion of the funds appropricted under
the China Incident to the Nevy is being diverted to ship construction
&8 well os Reserve Funds oppropricted to the Finance Department.

It is known that Building ways Nos. 1, 4 end 8 ct
Kowcstki Dock Yard, Kobe, ere now screenec inm,
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Report No. 128
Japan
June 9, 1939

'|||||Illllll'

Civil Aviction Budpet and Cevelopmonts

1000 - Avietion
1006 = Commerciel

The following is & resumc of the emounts cpproprieted

for civil eviction in the budget for the fiscal yeer

Department of Communicntions
Ordinary Acocount
Avietion Bureeu
[n Pey 327 ,2B8
b} Office expenses 738,767
Central Aviatlon Reseorch Loboretory
(e) PFay
(b) Expenses of work performed

Extraordinary Account
Avietion subsidies
Adr trensportition subsidies
Subsidy for estcblishment of flying fislds
Temporery treining expenses of pilots
Expenses for ssteblishment and equipment of
flying flelds
The cbove is & continuing progrem detdils
of which follow:

45,970
303,451

Expended down to 193B-39 3,614,593
1939-40 2,450,315
1540-41 1,184,488
1641-42 642 ,Eﬁ&_
Total 7,892,250

EZxpenses for estcblishment of training fecilities

for pilots
The cbove is & continuing program details
of which follow below:

1938-39 1,160,000
1939-40 11,1e3 878
1940-41 8,470,000
194]1-42 4,752,000

Total 25,565,278

Expenses for aviction testing feeilities
The ctbove is & continuing progrem deteils
of which follow below:

1938-39 638,452
1939=-40 1,179,384
1940=-21 411,178

Totel 2,228,964

1929-40:

1,066,055

349,421

689,837
8,185,000
670,000
2,616,000

2,450,315

11,183,278

1,179,324

Expenses for estcblishing Central Avietion Research

Loboratory
The tbove is o continuing progrim detaolls
of which follow below:

1939-40 3,290,000
1940-41 5,520,000
1941-42 13,060,000
19428-13 15,470,000
1943-44 12,660,000

Totel §0,000,000

Expenses for meking preperctions for opening
internr tionrl cir routes

3,290,000

13,228
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Fincnee Depcrtment
Sxpensos for estoblishment af Avirtion Sxperimentel

Leboretory for Communicrtions Dept rtment 633,000
The rbove is & continuling progrem details of
which follow below:
EZxpended down to 1938-39 1,300,000
1939-40 633,000
1940-41 1‘ﬁﬂﬂl?03
3,542,703
Dep: riment of Eduer tion
Z.penses for estcblishment of garologicel obser-
vation freilities 104,035
T :perimentsl expenscs for unifying cvirtion
ressarch 50,000
Koret, Government Gen.rel
Aviation subsidy 71,598
sviction trunsportrtlon 458,815
“cteblishment of uir voute frellities 2,343,000
Formosc Government Ginerol
Subsidy for csteblishment of cir defense plen 5,000
Aviction tremsportectlon subaldy 1,285,000
Civil evir tion subsidy a0 ,000
Subsldy to Air Lofense Soclety 20,000
Tomporary cir cufense cnd gutird expenses 3,119,528
Scghtlien Prefecture
Estcblishment of roais fecilities for cerinl
nevigetion 150,000
Alr defense and gu.rd expconsces 170,049
South Scoa Prefecturs
Satrcblishment of freilities for alr routes 278,132
Total ¥ 40,420,623

A regrouping of the items eppearing in the budget re-
vecls the emezing growth of the Civil Air transportrtion system in
Jupan, end reflects the interest of the Government in the estcblish-
ment of new oir routes designed gventuelly to competa With other
gatobl ished Intornationtl Alr lines.

The 1939-40 Civil Air Budget will be cxpended cs fol-
lows: (Figurss in porenthesis ere approprictions for 1938-39 ond
1937-26, in thut order.)

1. For conatruction of mirports, improvements in eir routzs,
sommuniestion frellities omé wecthor reporting strtions:
¥ 19,703,038 { 9,506,771}
{ 8,527,508}

2, Subsidiecs to oir tronsport companles:

¥ 10,858,852 : 5,987 ,748)
f 5,180,000)

3, Troining of civilicn pilots:
¥ 13,799,278 4,130,000)

901,330)
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4. Zxperimentotion (Includes the cstoblishment of new Aviction
resecroeh lcborotories)

¥ 5,102,324 { 1.&45.?13
1,039,04
5. Alr Defense:
¥ 3,314,575 [ 2,836,864
6. Miscelluneous:
¥ 1,428,714 { 1,345,222)
; { 1,791,963)
Total ¥ 53,286,581 E 25,252,3313
15,420,238

In regerd to this expension the Nevel Attoche desires
to point out the following:

1. Most civil sirports in Jepen are small end unsuited to
lerge trensport operctions, Yith the inerecse in size of equipment,
a reorgenizetion end enlorging progrem is being undertoken to pro-
vide ndequote rocomodctions. &Sven the lurgest field planned haos
runweys only three thouscnd feet in length; while few stetions hove
rodio bemm foellities to ellow scheduled flights to proceed under
instrument conditlons. The wecther reporting stetloms overlap, both
in loertion ond performonce, but the Government is reported to be
slowly elimineting this undesirrble tendency.

2. Under the Dei Nippon Aviction Company Law (April 12th,
1939) the Government gucrcntees o six percent dividend for ten yeers,
compensttes the compeny for enforced losses (creshes) end gronts
liversl subsidies for operstions throught the compeny's scheduled
oir routes. The amount of this yeer's subsidy indiectes en cotive
snd tremendous inerease in the compeny's operctions over lest yenr.

3. Since most of the active pilots in Japan heve been pssimi-
loted by the crmed forces, the budget provides for the estcblishment
of enlarged treining fecilities for eivilian pilets, uncer the gui-
ience of the militery services., Ten schools ere to be built this
fiseel yerr, with on annual output of less then t hundred first
oless pilots. This seems an unreasoncble outlay on septrete flelda
when comparec with ony of our Commercial Air colleges such ns
Sperton, Rysn, ete, One pertinent faet which mey be overlooked
is that, provided the China wor is settled, o lerge number of well
grounded pilots from the ermed forces can be absorbed into civil
oviction, as is dons in the Unitec Stcotes.

4. Funds are provided for the estcblishment of & Centrnl /[via=-
tion Resenrch Leborotory end en Zxperimentel Leborctory for the
Communic: tions Deportment. The former ie not expacted to operate
prior to 194l, but from that yecr on the funds alloted inorecse tre-
mendously, indiccting Joponess concern regerding the technicol od-
vencements of other powers.

5. The lergest single item of Alr Lefense is for the protection
of Toiwen (Formosa). This item properly belongs, s do severul
Jthers easily recognized, under Military approprintions, Since o
Shinese plone flew to Triwen from Chine cna uropped leaflete on the
populcoe of Teihoku anc since this was followed by one roid in which
bombs were acctually cropped the foesibility of more serious ralds
hos beset the suthoritius chorged with the defense of the Islrnd.
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Japenese oivil aviction suffers from r lrek of prop.r
trmilir rfty with the a?uipment used which in turn, with the leoek
of miintencnoe cnd englne chacks, his ceusel on unpreccliented num-
ber of fitcl orcshes, crousing the Diet cni psople to remedicl
totion. Other ceuscs of poor scervice ere the mountcinous terrcin,
gonertlly poor wsather, luck of proper rrulo communicrtions (both
plnne to plene une plene to ground) cnd n cesire to prove to other
nutions the self sufficlency of Jepen. It 1s expected, however,
thet ¢ mirkel improvomoent in service will follow shortly, for the
Government hos intercstod itself in the problem cnd hes issued re-
gulutions onc pronouncements ccloull ted to inercese the efficlency
of wn. ueoransc mr rkelly the rooicents to tronsport cviction in

Jepan.
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Report No. 136 900 - Navy
Japan 907 = QOperatiocns
June 20, 193¢ g 700 - Movements

Operating Schedule of the Japanese Combined Flest

The following information in regard to the operating
plans of vessels of the Japanese First and cond Fleets has been
obtained in conversations with various Japanese naval officers and
Japanese civilian efficials who have sona serving in the Nawvy. It
is considered to be relsdble,

Since July 1937 the Japanese First and Second Fleets
have bean on & war fnutlng, and all ships have been kept, as
far as the cper tions in China will permit, in readiness for
war, Shortly after the initiml mobilization, however, it deve-
loped that the "China incident" would not re uire the services
of the Home Fleets except for very short periods, It alao
became increasingly clear that there was little peebability
that Soviet Russla, Great Britain, the United =tates or any
other naval power would come to China's assistance - or if they
did, that there would be sufficient time for final WAT measurea
to be taken by Lhe Japanese Navy. It wes decided therefore that
the Fleet in Home waters, that 1s the First and Second Flests,
must keep up tha ncrmal training schedules, but that for reasons
of economy, cruising must be kept &8t & minimum conducive to
efficlency. The demends of the naval forces operating in China
were very greet and at the sams time reserve stocks of fuel,
ammunition and supplies for Fleet use in case a8 major navel war
developed must notbe depleted, For these reasons the First and
Second Flectis heve done little eruising, have reduced the fre-
quency of targew practises, end have economized in EVETY WAy
Posslble. On the other hand, drill periods at anchor have been
lengthened and intensified, and great attention has been paid
to overhaul and upkeep in order to meke the material condition
of all ships as high as possible., After intensive drills and
practice at anchor the Fleets have operated for short periods
at sea and have made short eruises to Chinese ports (especially
Tsingtec and Amoy) for training purposes end to give the offi-
cers and men a chance to see part of the areas where the naval
forces in China are operating. The opinion was expressed that
this plan hed proved most successful end that at no time in the
history of the Japanese Navy had the state of training been
more advanced, the material condition of the First and Second
Fleets better or the morale of the crews higher.

The training year is still, as in the past, divided
into three periods, The first reriod ,extending for approximately
three months from February to April, is devoted to individuaml
ship operations; the second pericd from Jume to September is
devoted to division treining and the third pericd from October
to early December is devoted to Fleet training.

The Ficat 1s thorefore at the pr sent time engaged in
division exercises and training end is concentrated at Ariake
Bay in Southern Kyushu. It is expected that early in September
vessels will return to home ports for a short period to prepare
for the rinel Fleet cxercises, For reasons of economy nmo "grand"
or "minédr" maneuvers will be held in Ootober and November as
during normal times, but tecticml excrecises and gunnery practises
will be conducted in the operating arcas near the main islands -
probably off Kyushu.
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SEIPPING IN THE JAPANESE EMPIRE DURING APRIL 1939

c CTION

Orders for New Tonnage:
The impetus provided by new legislation placing the
shipbuilding industry on & preferred basis, so far as the supply
of materials and the avallabllity of funds are concerned, was fully
evident in the number of orders for new tonnege announced during

April.
Seventeen orders, involving 25 ships were announced
in April ae against seven orders for twenty ships ennoupdoed in

March. Particulars of the orders announced in April are given be-
low, It will be noted that approximately half the orders were
sctually placed in March:
Dockyard No.of Deadweight Class of Contract
Yessels Tonnage Vesssl Price Qwner
®
i 2,800  Freighter ¥1,100,000 Toho Kisen
- . 1 2,800 " 1,100,000 Ueno Kisen
* Mitsul Tama "
Zossnalo 2 6,800 2,600,000 HE::::ka
* Naniwa Senkyo 1 3,800 " 1,200,000 Tsurumaru
Kisen
* (saka Tekkosho 1 7,000 n 2,500,000 Hamane Shoten
* " L, 1 4,250 " 1,550,000 Okezeki Kisen
. L " 1l 4,250 " 1,550,000 Okada-gumi
* Hakodate Kinkai
Bénkyo 1 4,100 " 1,500,000 %y con
Koyagi jima 2 2,800 Freighter 1,100,000 Kuribayashi
Zosensho Shosen
Osaka 2 10,000 " 3,500,000 Nissan Kisen
Tekkosho
" 5 8,000 2,900,000
e e 7,000 2,500,000
Tasurumi ~
Settatau 1 9,000 3,200,000 n "
Zosensho
Kitsubishi Kobe Fulku
Zosansho 1 s i ¥4050£0r Klagz
Dsaka Asano
o aan ako 1 1,100 » 500,000 K. Masuda
Mihara Zosensho 1 1,400 = 700,000 Neme not giv-
Mitsubishi Kobe en
Zosensho | 1 4,200 " FIEG par Hara Shoji
on

* Orders were placed during March, too late for inclusion
in the March report.

The largest single factor in the new tonnage market
appears to be Nissan Kisen (Nippon Sangyo Kisen Kaiaha?f This is
cited in the press as a manifestation of the shortege of bottoms,
for the company in question is primarily e mining concern. Diffi-
culty in obteinicg reeasonable charters and freight rates under pra-
fent :onditions hLas apparently been the deciding factor in the nom-
paniec newly initiaced policy of ordering a fleet Br its own use,
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terimls:

Scheduled for inception on April 1, 1939, & new three
year plan to make Jepan self-sufficient in certain items by April 1,
1942, calls for increased domestic production of the following
{tems in the emount indicated: ordinary steel, 80%; special ateels,
100%; plg iron, 100%; iron ore, 150%; coal, slightly over 30%;

aluminum, 200%; magnesium, 1000%; copper, over 80%; lead, 90%;

zino, 70%; tin, 100%, plus; synthetic gasoline, 2,900%; natural geso-
line, 50%, plus; synthetic heavy oil, 50%; and machine tools, 100%.
This list is not complete, but it includes a considerable amount of

meteriel connected with shipbuilding.

It is not believed that the position with regard to ship-
building materisls improved particularly during the month under re-
visw., As was indicated lest month, the Japan Steel Sales Company
was formed from four former cooperative assoclations hendling the
sales of steel plate, wire, bars end ingots. On April 28, a commit-
tee of the Federaticn of Steel Cooperative Sales Associations passed
a draft plan for the establishment of two new sales firms into whiech
all existing joln* sales firms for steel products, other thean those
mentioned above, will bn absorbed. Ultimetely, these two new firms
will most likely bocome an integral part of the central body.

The Os.wa prefectural euthorities, meanwhile, have found
it necessary to tcke steps toward stricter control of the distribu-
tion of irom and cteel. According to press reports, there has been
& tendency to flle false production returns in order to obtain larger
supplies of material. This is to be combatted henceforth by issulng
distribution certificates on the basis of previous business profits
taxes paid.

Crne person in Osska was arrested for making illegal pro-
fits out of the sole of pig iron at ¥255 per ton, as aginst tha offi-
einl rate of ¥155. On April 18, the Leasgue of Nippon Iron Producers
decided upon a reduction averaging ¥20 per ton on prices of inter-
mediote hard and semi-hard steel, which is reported to be availeble
in greater quantity then ordinary steels, on which no price reduction
is immedistely contemplated. Earller reports envisaged reductions

cn all steal,
It was also indicated in the press thet the euthorities

were contemplating either the invecation of gertein provisions of the
General Mobilization Law or the extensicn of priority status to car-
goes of iron ore, scrap iron and coel in order to insure an assign
ment of tonncge sufficient to meintain esdequete domestic trensport
gnd import feeilitlies for these importent items.

A plan to increese the domestic production of niekel
involves a subsidy of ¥230,000 for the yeer 1839, It 18 stated that
the cost of nickel produced from domestic ore is around ¥4,400 per
ton, &s agoinst ¥3,200 for that produced from imported ore. The
Nippon Nlickel Company and the Showa Mining Company will be the moin
reciplents of the subsidy, emounting to ¥1,200 per ton.

Ship Tonnoge on the %oys and Ordered:

The steady increase in the number and tonnage of vessels
under construction end ordered, noted during recent months, continued
with rise in number to 148, on March 31, 1939, eggregating 863,850
d.w. tons, os cginst 137 end 844,800 tons & month earlier. Corres-
vonding figures for March 31, 1938, were 135 ships and 1,075,530
d.w, tons, A comperison of the number and tonnege & year spart em-
phosizes the present concentration on smeller vessels.

It ism understood that the keel of one of the projected
27 ,000-ton Nippon Yusen Kalsha luxury liners has been laid at the
Kagosaki ynrd of the Mitsublshi Heavy Industries, Ltd. The other is
sohedules for construction ot the Kawaseki yard in Kobe, but the keel
a-11 not be laid before October of this year. Both vessels are
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schoduled for commission early in 1942,

Launchinga:
Perticulers of the launchings during the month, &8s re-

ported in KAIUN, are given below., They totealed five, one more than
lust month:

Neme of D. W. Speed Class of

Vessel Tons Knots Vassel Doo rd Ownar
UMEEA 2,800 12.5 Freighter Tsurumi Sel- Kewnsekl
WARD tetsu Zosensho Kisen

KENYO WARD 13,500 1% 0il Tanker Kawosekl Kokuyo
Zosensho Kisen
TATSTFUKU 2,850 13,5 Frelghter Koyagl jimae Tatsuumse
MARU Zosensho Klsen

WISSHO 8,130 14 Proasenger= Kobe Mitsublishi Nanyo
¥ARU Cargo Zosensho Kailun
MYCEO 5,500 17 Frelghter Yoxohema Mitsu- Nippon
MARU bishi Zoaensho Yusen
YELTUED 8,000 " Yokohema Dock-  Kinkai
MARU (gr. or d.w. yards Yusen

pot sta.ed

T+ will be zoted thet the lest of the cbove leunchings,
bringing the total to -ix, was not announced in KATIUN. Perticulars
were togen Trom o press report. The msin Testure of the vessel is
reported to bo & syccially-doveloped eutometle conl stoker, which
develops & high tenpersture of 2,800° Fahrenheit, in contrest to
2,000° developed by the ususl type of mecheniccl stoker.

The HAYASHIO, o d.ostroyer, wad leunched on 19 April ot
the Uragn Dockyord.

Scrapping end Solvaging:

As wes rnentioned lest month, very little remains of the
"gorap” portlon of the scrop and build progrem initicted in 1932.
The urgent need of bottoms for poostel end nearsen service has not
only proved influential in bringing about additionsl financial help
for shipbuilders, but has also precluded the relecse of tonncge for
sorepping. Hence the screpping progrem hos been abandoned, for the
time being. Under the progrom, nine vessals, nggrogeting 368,041
gross toms were to be scrapped by Mey 15, end thirteen others, total-
ing 47,294 gruss tons, WCre to be broken up by Mey 51, The Ministry
of Communiertions hes, however, extended opercting permits on these
vessels for ancther yeer, it wes announced et o meeting of the cd-
ministretive committee of the Ship Improvement Soclety on April 12.

Building Costs Compored:

A newspoper item set forth the following informotlion con-
esorning the comperctive fluetuetion in shipbuilding coasts in Jepon
and Grest Britain during the pest 12 years. The informotion is re-
norted to have been relensed from the Mercentile Marine Bureasu of

the Communicctiions Ministry:

Britoin Jopan
1988 % &+ = & & » % & & @ ¥ 04 ¥ 120
B - IR e e 93 120
1920 . & & o 4 & = & u s a9 a0
1831 o & o & & = ' e 75 80
19FE . & = 6 s b o oW 122 g0
1855 . s O i i48 120
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The stcndard upon which the ebove costs heve been besed
is given as & "triple-engined freighter of 7,500 tons", (presumebly
deadweight), It would seem to the reporting officer thet the 1939
figure given is somewhat below actuasl cost, unless the ship is
puﬂirﬂd with reciproceting engines end develops & speed of 14 knots
or less.

SHIFPING POLICY:
Increased Tendency Towerd Covernment Control:

Despite the existence of legisletion providing for the
direct govermment control of shipping ectivities, none of it appears
to heve been invoksd. Thcot the sentiment in Covernment cireles to-
word invocetieon s inecrecsing wns, however, demorstreted during the
month under review, although shere still seems to be o general note
of roluctance to tcke the step.

There has been considercble sotivity in the cherter and
frelght merkets with £ resultlog loass of ovelloble tonnege where 1t
is most witelly needed. Thers is c tendency to cscribe the shortege
of tonnage on vitzl neorsec routes to speculation in cherter ond
frelght contreets, snd the Covernuent continues to hold over the
shipping compenies the likelihood of %he imvoocction of control legis-
letion, while the sutonowmous voluntzry conircl body continues its
efforts towitrd strengthening volunte=y caniral of cherter end freight
retes and the dlstribution of tonreg:.

By the middle of the mcntia it cppeered that the Government
might invoke Article 13 of the Hrtisncl Mobilizetion Act (euthorizing
the Government to allot ships to service in the monner it considers
nost ot tisfectory) unless the shipping compenies find & method of
essigning edequate tonnege for the trocnsport of iron ore and other
vitel meterials from Chinc, "Monckoukuo® cnd the South Seas.

' By the end of the month, press reports indiceted thaot
voluntery control would continue, for & while longer at least, but
in the meantime the Army announced thet it hoed reseched an cgreement
with shipping interests lowering the chorter reotes the Army would
poy by seven percent for lorge ships ond five percent for smell
vessaels, At ebout the seme time. seven lecding Jepencse shipping
firma lost out on contrrets for the trensportction of some 400,000
tons of s&lt from the Meditcrreneen, the contrects golng to foreign
lines despite the Govermmeni's reluoctence to grant forelgn exchange
payments for the transport of moteriels on forelgn lines. There was
nothing in the press to indicete thet the step woe taken os B merrs
of bringing down fr-ight rctes, but it might be significent that the
announcement’ ceme at & time when the seven compenies hnd cgreed to
make the shipments on joint eccount, eech seniing one ship cnd egrea-
ing to churter jointly cny cdditional tonnege needed. The press
gerried no cdeteils of the retes quoted, The shipping firms ere re-
ported to hove been grectly surprised rt losing the contrrots end
npporently "took steps" to insure their securing contrects om 920,00«
tons of ore similerly offered.

On April 10, Article 11 of the Netionol Genersl Moblilize-
tion Act want iato effect. This proetically ?aga the cividends whick
firms muy decle=s ot the rate in effect last Yune or Ootober. It
does net cpply to shiwping companies alone, but cs one of the incusd
¢ries wihocsm ccrnings have greetlv insreassec during the course of the
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emergency in Chine, it seems likely that the shipping industry wi
nuwrgznd that the ﬁovarunant n;:'arntranger volce in the distribu-
tion of corporate incomeas.

Government Studies Insurance Problems:
The tsnse situation in Europe during the lestter part of
April led to o conference between officials of the Depertment of
Commerce and Industry end the hecds of the prineipel insurocnce com-
penies with regerd to the proceCure to be followed in the event of
the outbreak of a Europesn wor, partioculerly insofar as merine in-
surence ond re-insurance cre concerned,

While nothing of an ebsolutely definite nature was decided,
it become epperent thet ithe cutbreck of wer, meking it impossible for
the Jepenese comprnies to redinsure in Englend, would likely require
the Jupenese Governmen: sither tc undettoke all reinsuring retivities
directly, pertioiprte equelly with privete interests in the formetion
of o special compony for re-insuring war and merine risks, or lend
ective support to & privete compeny formed specially for the purpose.

SHIPPING CONFERENCZS
Silk Pool Recrgrnized:

Acenrilng to & press revort, the tun members of the
Trens-pacific Conferencs, comprising seven Jiponese lines cné three
foreign, inclucing the Amoricur Prasident lines, reached on agree-
ment os of Apr_1l 1, for the ruccwonizotion of the shipping pool on
raw silk cargocs for th: United ctetes via the trons-Pecific and
Penome Concl routes

Th: egreement provites thet the sergo ritios shall remnin
£t 88 percent tor the Jepemess 1ines snd i4 porcent for the foreign
lincs. Freight retes wore fixed a% 22,90 for West Cocst oorgoes ond
34.00 for shipments vio the Pencme “rmal. IMe cgroement runs for one
Yeer, until Mereh 31, 1940,

SLLTPING SERVICES:
further Additions to D:airer 3 rvice:

It was reportod laot mouth that the Oseka Syoeen Haishn
hed cdded the 10,000-ton ARIZONA W\RU to the Dolren run in order to
relleve congestion in passensur truffie caused bty immigretion end
by student bodies zoing tc "Manckaukuc® for the summer on voluntary
free lobor projectc.

Apporently tho cliltion of the ARIZCNA MARU hes not been
sufficlent to meet traffie demancs. for the company has announced
that it would ploce the foliowing vessels in speclal service on the
route, leaving Kobe on the Janes indicated:

MONTEVIDEC MARU 7,000 *ons, April 22
LA PLATA MARU 10,0C0 tors, Moy 16
BUENOS AIRES MARU 10,000 <ons, June 15
AFRICA MARU 10,000 wons, June * 28

N.¥.K. Resumes Hamburg Serviss
Resuming & service tha* ras becn smspenced since shortly
"fier the outbreak of hostilities ir Chine, the Nippon Yusen Knishn
Lis snnounced that the port of Ham“urg weull Le included im the Euro-
gann scheculs of the MATSUMOTO MART leaving Yokohams on May 17,

Wilth the sciling of this ship. cll the N.¥.K.'as Europenn
gsarviges will heve been resumed. 3suve thet to Scenlinavian ports,
<% 18 girtel shet the domrnd fo: Suznege in ncarsea servica caused
“oe dlruptlon of tre aorthern Burauean ugervices,



;_EJ

w -
- -
. (
Report No. 137-3g9 = -
Steemers Diverted to Toiwan: —

With a view to relieving the congestion of passenger
treffic between Tciwan and Jepon ;gupar, tggmﬂippon !uz:n Kolshe
will divert vessels on the South smerican and European servies to
call et Keelung whenever possible. The first vessel to include
Keclung uncer this plon wos the YAKUYO MARU, on April 18, which hed
culle. ot Hongkong on its return trip from Velperoiso.

There cre currently six liners of the Kinkei Yusen Kaisha
{en effilicte of N.Y.K.) eni four Oseke Syosen Knisha vessels in re-
guler service between Tuiwen cnd Jupon proper. The N.Y.K. Civersions
will continue only until the congestion is relieved,

«0.5.K. to hecuce Time on West afries nun:

Osoko Sycsen Kuisha's now cargo vessel, SEIA MARU, 6,500
tons, was Cellverad to the compocny on April 28, cnd wee scheduled
to enter sarvice on the Vest Afrien run on Mcy 68, sailing from Osako
for the Belglnn Congo. A8 the new vessel develops o moximum of 17
knots, it is expectel thot the time between Osoka oncd Meotedi will be
racucel to 38 cays, os &£ginst 52 Cdcys herstofore required.

SHIFPING COMPANIES ALKD DIVIDENDS:

0.5.K. - Yemcsnito Acquire Kewrseki Sheres:

As wueg gnticipoted in lest month's report, Oscke Syosen
Kalshe mequired ¢ lorge block of preferred stock in the Kawasokl
Dockyerd, Kobe, by purchose from the Fifteenth Benk. The benk had
held somes 426 000 of the shorus es scourity for ¢ loan, which was
made iniirectly by the Covernment in 1927, when the Kawesekl Dock-
yoerd ene ite subsidiuries wore in & preeccrious rosition following
the menic of thet year. Within three lays cfter the purchose, how-
ever, press rejorts stctel thot half of the 400,000 shares oequired
by 0.5.K. hcd been transferres to ipmashitc Kisen Krisha.

Tha repcrted purchasc price woe ¥80 per shaore, or e totel
cf epproximstely ¥24,800,000. Of this emount, elmost ¥4,800,000 is
reported to hcve been pnic in eesh, the bolence hdving become the
webt of Osoka Syosen Keishc to the Bank.

Upon lesrning of the trecnsfer of these shares to 0.5.K.,
the Kewosekl intercsts immedictely protested and endetvored to regein
control of them. It is boclievel thot the doekyord company was in a
position to redeem the loen but chose to leeve the shores as security
in view of the low interest rate, By the end of the month no finel
settlement of the cispute hed been reeched. The only concession that
the Kewesek! interests could obt: in wes thet the posscasion of the
shores wouli not be used to chonge the present monogement and per-
sonnel of the Kcyreaki orgrnizetion. It is reported that the total
number of shures n2'C by the ¥Xawcsaki Dockyrcr.s is 1,800,000/ The
shares bought by (.3.K. are preferred, however, and may ultimately
lead to the l&ss of nontrol by hawasaki interests.

%hile 4 seems that Yamashita was the firm originally in-
terested in ecquirling a substantial intewst in Kawasakl Dockyards
{as well as its sutsidiaries, Kawasaki Kisen Kaisha, Kawasakl Avia-
tion Company, Kawasak’ Vehicle Company, Nippon Steel Tubing Company,
ete,.), there is also reason to surpose.that Osake Syosen Kaisha was
anxious to eoquire & direct interest in & prominent shipbuilding fimm
‘n arfer to enhance ite competitive position vis-a-vis Nippon Yusen
Felsha, whose connections with the Mitsubishi organization are very
slonse, There have also been rumors that the deal had ite inception
ir a dispute between +the military and certaln industrial interests,
ha frimes undoubtedly preferring amore centralized control, both
nprivate an? rublic, cver shipping.
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According to the press, the smoquisition of the Kawasaki
shares by 0.5.K. and Yamashite is expected to bring about & united
front between these two firms in matters concerning the voluntary
control of shipping. Voluntary control hes mot altogether met the
Government's requirements, and it seems unlikely to do so without
greater centrelization,

Folioy Firm for Japen Sea Routes to be inoorporated:

Previous reports have mentioned the Erojoctad formation
of & "netional policy" firm to consolidate services on the Japan
Sea, Frogress toward the formation of this concern has been blooked
by the fallure of the three firms concerned to reach an agreement as
to the amount and type of investment to be contributed by each. The
“hosen Tusen is reported to heve been the most reluctant to Join the
new company beceuse of concessions it would have to make with regard
to giving up its trans-Japen Sea service and confining itself largely
to coastwise work along the peninsula, It is now reported, howaver,
that agreement has been reached and that the new firm, with a capl-
talizetion of ¥40 million, will be incorporated during May.

Cepitel Control Buresu Approves Increased Capitalization:

The Cepital Control Bureau of the Bank of Japen ennounced
on April 26, the extension of permission to three shipping firms to
increase capitalization for the purpose of placing orders for addi-
tional ships, The firms and the emounts borrowed are as follows:

Inul Steemship Company, ¥3,500,500; Tows Steamship Company, ¥2,130,000;
end the Toyo Marine Trensportetion Company, ¥1,636,000,

NH.Y.K Earnings Increase:
It is reported thet the Nippon Yusen Keishs increased both

income end expenditures during the half-year ended March 31. FHe-
ceipts increaced by ¥6,500,000 over the previous half-year, and ex-
penditures by ¥4,000,000. The gein in income was & result of incressec
charterage ard frelght traffic resulting from the emergency in China.

Stockholders are stated to be hoping for a one percent
inereese in dividends, but such an incresse is likely to conflict
with the present government policy with regard to inecreasing dividends
and the management is inelined to devote the increased income to the
fund for depreciation of vessels and equipment.

Voelue of 0.5.K. Assets:
Under the heading "Corporate Eernings ond Internal Re-
serves", the Jepan Times & Mail for April 15, carried the following
item, which may bc of lnterest:

"Thers is & marked tendency among industrial companies
to build up internal reserves. The Osaka Shosen Kaisha is given
es an outstalding instance. This shipping company returned for
the second half of last yeer a profit of ¥16 million, of which
only 15 percent wus distributed and the remaining B85 percemt held
was turned to the internal reserve account. The assessment of
shipping 1s ¥137 per ton which is remarkably low considering that
even serep iron is now worth ¥100 per ton. The COmpany owns
220,000 sheres in the Kokusai Kisen Kelsha, the value of all
thess sheres heing velued et only ¥10,000., The prevalling market
quotetion of the K.K.K. shares 1s ¥37 per share. In other words,
wiet 1s worth something like ¥8 million is assessed et only
¥10.000."

SEIFPING CONDITIONS
Distrivution of Tonnage:
Thera were no chonges of significance in the distribution
1" Sonncge &8 of the beginning of April,
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Increase in War Risk Rates:

Reflecting the inerescse in war risk rates that was put
into effect in London on Merch 23, the Marine Inmsurance Assoclation
of Jepan raised its rates for Europe-bound cargoes as of April 1.
The sremium for cergoes procesdl between Japan and Europe via the
Mediterranean was raised to ¥0.374 from ¥0.25 per ¥100, end for
those proceeding vie the Panama Canol to ¥0.32 from ¥0.20,

On April 14, after the publication of rates had been
withdrawn in New York, the sbove retes were increased to ¥2.00 and
¥1.00 respectively.

While the Jepanese Government did not take positive steps
to re-insure risks, as did the British Government, the matter was
teken up between representetives of the insurence companies and the
Depertment of Commerce and Industry in a meeting which left the im-
pression that the Govermment would lend material assistence in the
matter of re-insurance, should the need arise.

Seles:
The purchase by Jepanese interesta of the Britlsh steam-
shir MUNERIC and the five Greek vessels, MOUNT ATLAS, MOUNT CYNTHOS,
AGIOS VLASIOS and MICHALAKIS, reported last month, was confirmed
locally during the month under review. The purchase prices end
terms of credit were not, however, made public. These vessels wers
bought by Yomashita after the refusal of Americon interests to sell
old tonnage. It is reported that numerous applicotions to purchase
foreign tonnage have been made, but there appecrs to be little pros-
pect thet sdditional purchrses will be allowed in the near future.

On April 18, the RYOKA MARU, 5,307 gross toms, 9,000 d.w.,
built in 1903, wes sold locolly to Tokel Unso for e reported prioce
of ¥600,000.

Chorter Morket:

The heavy demand for cherter tonnage continued, with at
lecst 38 fixtures during the month. It is believed, however, thet
owing to the shortage of tonnege, most of the fixtures represented
axtension of charters slrecdy in effoct. Brokers report a real need
for foreign tonnuge but do not enticipate any immediate relaxation
of the Government's attitude on foreign charters.

Representative fixtures for the month of April cre given

below:
ARATAMA MAFRU 8600 d.w., tona - 12 months - ¥6.50
HANIWA MARU 6971 . - 4 i - B.20
TSUNEHIKO MARU 5340 o - 12 o - B.75
TAMON MARU 4760 - - 5 o = B8.10
SHOWA MARU 3800 " - 5§ " = B8.80
TATHO MARU 3203 " - 12 " = B.00
FUKUI MARU 2600 » - 18 "™ - 9.00

Rotes were very firm and probebly would heve risen, had
it not been for the control exercised. It will be recalled that
the Army reduced the rate on its charter contrcots during the menth.

Frelghta:
A strong demend wos reported for colliers, especielly in

the cocosting trode, and the Kyushu-Yokchama rate on coal increased
b¥ ten sen to ¥4.90 per ton. The Kyushu-Shanghoi rete remained firm
gt ¥5.00, It seeme likely thet both retes might have risen material-
ly in & thoroughly free merket. The Hongkong, Singapore and Manila
retes remained nominel at ¥7.00, ¥8.00 end ¥9.00, respectively.
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Bunker Coal:

The scercity of bunker coal (and manile rope) has caused
operators considercble concern, so much so in fmot thet the Ship-
owners' Asspclation devoted most of thelr mid-April meeting to the
subject. The menaging director reported thet petitions had been
filed with the Depertment of Communicrtions, the Deprrtment of
Commeroe and Industry cnd the Shown Cocl Scles Company ond that os
o result the authorities hed given amssursnces of & better supply.

Brokers find the scercity so acute thot great difficulty
is experienced in meking eny purchases at ell., Prices, f.o.b. and
trimmed ot Moji, remained unchanged in vlew of Government price

control:
Ko. 1 Lunp ¥23.00
No.2 " 21.50
No.l Unscroened 20.00
Dust 18.50
LABOR:

Steps Toward Overcoming Shortage of Seamen:

As has been indicated in recent reports, the shortage of
quelified seamen has been ceusing grave concern to both ahip ppera-
tors and the Government. Apparently such inducements as the shipping
companies themselves have been able to offer have not proved suffi-
eient to incresse materimlly the number of men willing or gualified
to fill Jobs afloat.

To mugment the inducements to be offered through the
Seamen's Insurance Aot (to go into effect next year) and higher wages
and bonuses than have been offered in some years, the Government is
reported to have decided upon the invecetion of Article 4 of the
General Mobilizotion Act, under which it is suthorized to requisition
the services of infividuals in case of need. The War Offlce, Navy
Department and the Depertment of Public Welfare are understood to be
drafting an enforcing ordinance under the law, which will provide
for the drafting of men between 16 and 50 years of age. The act does
not, of course, apply solely to shipping amctivities but is intended
a8 a means of mobilizing labor for the best use to which it may be
put., It is so gmneral in application that only soldiers, sallors
on the active 1ist, students at army and navy schools, reglstered
physicians, public officilals and prisoners are exempt.

Before Article 4 is invoked, however, it seems that the
Government will make use of the recent comprehensive registration
of all seamen who have spent a year or more At sea to conduct an
Botive campaign to induce such persons to resume the seafaring life.
The Government is alec reported es intending to offer short but in-
tensive course aiming at the training of 3,000 additional officers
and 15,000 sallors by 1942, The courses are to last from three to
twelve months.

0.S.E. Labor Trouble Continues:

For some months the Oseka Syosen Kalsha has been experi-
encing periodic difficulties with & number of lts seamen who are
members of the Zokuin Club, whose membership is comprised solely
of 0.5.K. marine workers. The club seems to be in the nature of a
company union, though certainly its activities in recent months would
indicate that it is not very strongly under company dominatiom.

The disputes that arise from time to time do not seem to be of &
very serious nature on the surface, being announced as bickeringa

in sonnection with the establishment of & club house in Kobe. It ic
likely, however, that the demands of the club members go beyond the
mere establishment of & club house and equipment to demends for




benefits to the families of such members as are called to the eolors
and to esctual increases in wages and improvements in working condi-
tions. Not all 0.5.K. seamen are members of the club, end this faet
often leads to trouble between two feotions aboard nh{p.
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Cne of these outbreaks ocourred on April 28, when 34 out
of 53 sallors on the TAKASAGO MARU of the Japan-Formosa service left
the ship at Kobe. They returned upon the adtice of the president
of the Japan Seamen's Union, but trouble broke out between them and
the faction that hed stayed eboard, the latter demanding that the
strikers leave the ship. The dispute wes apparently settled, though
the terms were not made known, following intervention by officials
of the Japan Seamen's Union, the Kobe Gendormerie and the Water

Police.

It is believed that the trouble was caused this time by
the dismissal of the president of the Zokuin Club, whom the company
has blamed for inciting trouble between the club and the management.

Sources of Informetion:

1. Oseka Mainichi, April 8, 1939
2. Japan Chronicle, April 13, 1938,
3. Jepan Advertiser, April 15, 193%
4. Jepan Chronicle, April 8, 1938
5. Oseka Mainichi, April 14, 193%
6. Jepan Chreniele, April 30, 1939
7. Osakas Meinichi, April 28, 1939
8. Japan Chronicle, April 13, 1939
Domel &8s reported in Japen Chronicle, April 15, 1939
10. Japan Chronicle, April 20, 1939
11, Jepan Times and ¥ail, April 13, 1939
12, Japan Chronicle, April 28, 1939
13. Jepan Times and Meil, April 7, 1939
14, N.Y.K. Passenger Office.
15. Osaka Mainichi, April 25, 1939
16, Kobe Shimbun, April 15, 1939
17. Jopen Advertiber, April 18, 1933
18. ‘' Jopen Advertiser, April 26, 1939
19. Japan Advertiser, April 18, 193%
20. Japan Chronicle, April 1, 193%
2l, Summers & Co., Ship Brokers, Kobe: KAIUN, May 1939
"

B3. EAIUN, ibid.
24, Summers & Co.; KATUN, Ibid.

25.
28, »
27. "

28. Jepen Chonicle, April 16, 1939
29, Japan Chronicle, April 5, 1989
30. Japan Chronicle, April 30, 1939



0 :

WL "ﬂmmmmmwuﬂr
HAVAL OFERATIONS, NAVY DEFARTMENT e

ATTACHE'S REPORT [ ¢.c. /640 é~D
e g Y P ey S

i=ten

Bource of information
Subject ... d8RBR. Iodustrial
M ik, Pt ) M"IH&M
Reference ,

-=ﬁ%m_-=?-' -"-‘,:lL-:;w "-:;-'l:: FCE g .
NAVAL INTEL[IGENGE

REcEiven

Regulations for the Enforcement of the Military Rescurces

e — s, s S

Secrats law

el
EO. 116562 Boc HE1 and D) or (E)

OSD lettar, May 1, 1972
21973
w EI, s

%ﬂ&h ﬁ'[g*‘r_ll.ﬂ& L ]H.l!.u.|nn.ll.|lu.[..u.[hiilll.lj
S A S S il = s e =T s
o« T TR TS A L, B A B S e e

B IR PRV ASTEE




Report No, .155
Japan 400 = Industrial
July 11, 1939 411 - Industrial Summery

Regulations for the Enforcement of the
Military Resources Secrets Law

Regulations for carrying out the "Military Resources Secrets
Law" were promulgated on 26 June 1939 and were made effective as of
that date. Under the provisiona of these new re tions, which are
quoted in full, information in regard to production unpaoftlua of
various war mnéariulu and resources must be kept secret, and must not
be made known to either Japanese or foreigners.

The restriction applies to Japan proper, the Hokkaido,
Chosen, Taiwan, Karafuto, Kwengtung Leased Territory and all areas
under the jurisdiction of Japanese customs offices.

It will be noted that under these regulations production
capacities of factories producing mireraft, automobiles, trucks,
buses, englnes, etc. as wall as the numbers actually on hand must be
kept secret, and that the following minerals etc, are specifically
mentioned:

Aluminum, magnesium, nickel, ferro-nickel, tungsten,
molybdenum, ferro-molybdenum, manganese, ferro-mangapese, ferro=-
chrome, cobalt, ferrc-vanadum, aluminum alloys, benzol, carbolie
acid, fuel oil and lubricating oil for alreraft eteo.

“ While these regulations are In keeping with the general
policy of the Japanese Government of meking it impossible for the
Japanese people as well as foreign governments to learn the true
state of affairs as regarﬂa Japan's economic and financial ability
to continue the hostilities in China, it appears that they have, in
these regulations gone to great lengths to accomplish that purpose.

It is impossible to reach any conclusion other than thet the Japanese
are facing a shortage - perhaps serious - in certain of these materials
and that the government dces not desire any persons, other than govern-
ment officlals to become acquainted with the facts. Whatever the
reasons, the Japanese have added to the difficulties of foreign ob-
servers in Japan who are interested in estimating Japan's wartime
capacity, and her stocks of essentinl war materials,

June 26, l4th Year of Showa,
({1939)

Ordinance No.3 of the Ministry of War and the Ministry of the Navy:

The regulations governing the enforcement of the Military
Resourccs Secreta Law shall be &s follows:

Minister of War, Seishiro Itagaki
Minister of the Navy, Mitsumasa Yopai

Regulations Coverning Enforcement of Law Protecting Secrets of
Hesources for Military Purposes.

ﬁ!tiulﬂ ll
The present ordinance is promulgated to prescribe regula-

tions concerning the preservation of secrets regarding military re-
Sources as specified by the Minister of War or the Minister of the
Havy, to prescribe regulations concerning the posting of notice and
the issuing of certificates in regard to entry, inspection ete. of
:a:ﬂhliahmunzn{uthnr than government offices)connected with military

ndustrios,
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Article 2.

In this ordinance when the word "Law" is used referesnce
is made to the Law protecting Seorets of the Resources for Military
Purposes and when the word"ordinance"ls used reference is made to
the ﬂ:ﬁl::nuu Pertaining to the Enforcement of the Military Resources
Seorets Law.

Article 3.

In accordance with the provisicons of Article 2 of the law
referenced resources for milltary purposes as specified in the appen-
dad list shall be secret.

Article 4.

Notifications of the list of resources which for military
Pu ses are seoret in eccordence with the provisions of the proviso
of Article 2 of the referenced law shall be made in writing.

Artigle 5.

When a change ocours in the persons who are required to
recelve notifications based on the provisions of the proviso of
Article 2 of the referenced law, the successors shall without delay
report in writing to the Minister of #ar or the Minister of the Navy
glving the names of the persons who hove assured control and the date
of the change.

Article 6.

Notification of the withdrewnl from the secret list shall
be in eccordance with the provisions of Paragraph 2 of Article 3 of
the referenced law and shall be made in writing.

Article 7.

Fersons who heve maps, bocoks or articles referring to
resources which for militery purposes have been declared secret shall
attach notices to such maps, books or articles in accordance with the
provisions of the followlng clauses:

{Omitted. Articles indicate how maps etc. shall be marked. )

Article B.
(Refers to prompt removal of secret merkings on books,
maps, eto. which have been removed from the secret 1ist.)

Article 9.

Orders of the Minister of War or the Minister of the
Nevy in regard to the closing of the covering of, or other necessary
stdps for concealing from unauthorized persons esteblishments or
properties affected by the referenced law or this ordinance shall be
glven in writing, except those aa provided in Article 10 end Article
1l.

Artiele 10.

Persons who have received such orders in accordance with
the provisions of Artlcle 5 of the referenced law shall without de-
lay prepere regulations concerning the entry, inspection etc. of
esteblishments,factories or properties required to be closed to un-
authorized persons and submit the same through the appointed authori-
ties to the Minister of Wer or the Minlster of the Navy for approval.

Artiecls 11l.

Persons who have recelved such orders in eccordance with
the provisions of Article 5 of the refersnced law shall, following
the imstructicns of the appointed suthoritles, post notices as pro-
wilded on the premises of the esteblishments concerned.
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Article 12, N

When persons who have received orders from the appointed
authorities dn accordence with the provisions of Article 5 of the
referenced law transfer, discontinue or suspend the esteblishments,
businesses or properties they shall report to the Minister of War
or the Minister of the Navy.

Article 13,

In esteblishments where notices have been posted in mccor-
dance with Article 11, no trespassing, surveying, phntugrnghing,
sketching, eto. shall be permitted inesmuch as it is prohibited by
Artliele & of the referenced law. However, exceptions shall be made
in the cese of persons who have obtelned the permission of the Minis-
ter of Wer or the Minister of the Navy or the appointed authorities,

Article 14,

Persons who desire to obtein permission to enter,survey
etc. as provided in the foregoing article (except those who have
been espoclally permitted by the Minister of Var or the Minister of
the Nevy) shall present a written aspplicaticn for such permission
in mccordance with & separcte form to the persons in charge of the
esteblishments concerned.

Persons who have received written applications in mocor=-
dance with the provisions of the foregoing peregraph shell forwerd
the same to the appointed suthorities,

Article 15,
When government offices other thaon those of the Army and
Navy desire to obtain approval for the sctlon provided in Article 13
in sccordcnce with the provisions of Article 12 of this ordinence, &
written applicction for permission corresponding to the written appli-
cction for permission as provided inm & sspernte form shall be sub-
mitted to the Minister of War or the Minlster of the Navy.

Article l8.

Reports required from owners of establishments coming
under the provisions of the referenced law shall be made only on the
authority of the Minister of Wer or the Minister of the Navy, to duly
authorized officisls or other persons,

Article 17,
The permission to enter, inspect ete. as provided in
Paregraph 2 of Article 15 of this ordinance shell be given in accor-

dence with the following oclessificetions:
1, First class: Permission within wide limita.

2. BSecond class: Permission within limits which cre not
as wide.as provided in the foregoing
cleuse,

3. Third class: Permissicn within limits other than those
which are inoluded in the foregoling
clause,

Artieclo lﬁ.

Permission as provided in the foregoing article shall
when it is given to government officers or public officimls, be de-
livered through the Minister of Stete concerned efter nonnuitatinn
batween the Minister of Wer or the Minister of the Navy end the
dinister of State concerned (the expression "Minister of State Con-
cerned® used herein as well as hereinefter, shell olso mean the
Governor-Genercl of Chosén, the Governor-Generasl of Taiwan and the
Director of the Government of Karafuto).

When persons other thon government officers or publie
nfficlols deeire to obtoln permission os provided in the foregoing
artiele, they shall apply to the Minister of Wor or the Minister of
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the Navy through the government office which has jurisdioction over
their business, In this cese, the delivery of the permission shall
be made by the Minister of War or the Minister of the Navy after con-
sultation between the Minister of War or the Minister of the Navy and
the competent Minister of State,

Artiole 19.

When owners of factories etoc. who have received orders as
provided in Article 9 have completed taking steps for concealing and
cloeing their establishments to unauthorized persons as ordered, they
shall report to the Minister of War or the Minister of the Navy through
the appointed authorities by letter.

Article 20,

When government officers enter, imspect or question
establishment owners in accordance with the provisions of Article 9
of t?: zeroranoad law, they shall carry the necessary permission as
provided.

Article Z21.

When factory owners apply for compensation as based on
the provisions of Article 10 of the referenced law, they shall attaeh
8 written statement showing costs, losses ete. connected with guarding
their properties and present same to the Minister of War or the Minis-
ter of the Navy through the appointed authorities.

Article B2,

The Minister of War or the Minister of the Nawy may, when
such measures are deemed necessary, notify the owners who have re-
celved orders as provided in Article 9 of the limiting dates when
the orders are to be carried out.

Article 23,

The Minister of War or the Minister of the Navy shall,
when the amount of compensation has been determined, notify the appli-
cante by letter.

Article 24.

Fersons who have books, etc. which are affected by the
referenced law and who desire to obtalin permission to show, deliver
or publish the sald secrets, shall submit a written application for
permission in accordance with separate form to the Minister of War
or the Minister of the Navy through the appointed authorities.

ﬁrt!clﬂ' 25.

Notwithstanding the provisions of the foregoing article,
persons who have books etc. mentioned in the foregoi article may
show or deliver the said secret books, etec. upon rece pt of instruc-
tions from the Minister of War or the Minister of the Navy to per-
Sons especially apecified by the Minister of War or the Minister of
the Navy or when such is requested by government offices other than
those of the Army and Navy.

Artiole 28,

Excepting those cases provided in Article 24, persons who
desire to obtaln permission to show or deliver or publish seoret
material within the meaning of the law shall present a written appli-
catlon for permission in accordance with a separate form to the
Minister of War or the Minister of the Navy through the nearest
rommander of gendarmerie (the expression "commander of gendarmeris®
used herein as well as hereinafter, shall also mean commander of
branch gemhrmerie and commander of ?qnaarmnrla detachment) or the
nearcst director of police station (the expression "director of police
statlon" shall be represented by Gun-shu (director of country office)
iud director of branch office of distriet government in the ocase of

Taiwan).
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Arti ET7.

When government offlces other than those of the Army and
Navy desire to obtain approval to show, deliver or publish seoret
material they shall present a written application for approval to
the Minister of War or the Minister of the Navy.

Article 28,

When the appointed suthorities have received written
application for permission in mccordance with the provisions of
Article 14 or Article 24, they shall present the seme to the Minister
of War or the Minister of the Navy together with a statement of their
recommendations exoept in cases provided in paragraph 2 of Article 30,

In the case of the foregoing paragraph, the appointed au-
thorities may, when they consider such measures necessary, seek the
opinion of the commanders of gendarmerie or director of police statione

Article 29,

When commanders of gendarmerie or directors of police
stations have received written application in accordence with the
provislons of Article 26, they shall keep one of the copies and pre-
sent the other two coples to the Minister of war or the Minister of
the Navy together with a statement of their recommendation.

Article 30 &

The Minister of War or the Minister of the Navy shall,
when permission has been granted, with or without conditions being
attached thereto, in accordance with the provisions of Article 14,
Article 24 or Article 26, deliver a certificete of permission.

The appointed authorities shall, when they hove given per-
mission as based on the provisions of Article 14, with or without
conditions being attached thereto, deliver a certificate of permis-
sion.

Article 31.

The Minister of Wer or the Minister of the Navy shall,
when approval es besed on the provisions of Article 15 or Article 27
with or without conditions being attached thereto, deliver a certifi-
cate of approval.

Article 32.
Persons who enter, sketech ete. or who take action as pro-
vided in Article 13 shall without fall carry a certificate of per-
mission or a certificate of approval in order to show it at any time
at the demand of the appointed authorities, gendermes, police offi-
cers or persons guaerding the eateblishments concerned.

Article 33.

Fersons who lose certificmtes of permission or certificetes
of approval shell without delay report to the Minister of War or the
Minister of the Navy or the appointed authorities, together with a
statement of the circumstances under which the certificete in case
of necessity. In such ceses, such persons may continue their dutles
or business even though another certificate has not been obtained pro-
vided the approval of the appointed authorities or the nearest com-
mander of gendermerie or director of police station has been obtained,

Artiole 34.

With reference to the appointed suthorities ms provided
in the present ordinance, the Minister of War or the Minieter of the
Navy shall designaote the persons who are in charge of the esteblish-
ments, books eto.

Artiole 35,
= When persons who have certificstes of permission refuse to
show the gertificate in accordance with the provisions of Article 32,
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they shall be punished with a fine not exceeding ¥10,
Article 38.

Article 13 shell be punished with & fine not exceeding ¥50,

FPersons who destroy or deface the notices mentioned in

Supplementary Rulea

The present ordinance shell be enforced as from the day

of its promulgation,

1.

List of Secret Materials, Eto,

In eccordance with Clause 1 or Article £ of the referenced
law the following shall be considered seoret:

8. The production of the commodities enumerated hersunder from
January of the 13th Year of Showa (1938) in the entire country
or in a district (the expression "district™ used hersin ms well
es herelnafter, refers to the prefectures in Japan Proper, the
provinces in Chosen, Teiwan, Kar#futo and the Ewantung Leased
Territory and districts larger than such; customs distrbts and
Tokyo City, Yokohamn City, Negoya Clty, Osake City and Kobe
City and districts comprising two or more of these citiea);
the capecity of producing these materials mg well as the plans
for the mobilization of commodities as determined by the Cabin-
et Council or the competent Ministers of State as from Jonuary
of the 13th year of Showa; and the production end productive
copacity as included in the plans for the expansion of pro-
duction ineluding meps, books apd articles indiceting such:

Aluminum : Magnesium

Nickel, forro-nickel Quicksilver

Tungsten ore, ferro-tungsten

Molybdenum ore, ferro-molybdenum

Menganese ore, ferro-mangansse

Ferro-chrome

Cobalt

Ferro-vanadium

Aluminum alloy

Volatile oll for eviotion purposes, lubriceting oll for

aviation purposes

Benzol, ccrbolic meoid, toluol

Trucks

Alrereft or alreraft fuselages, motors or propellers

b. The production of steam engines as from Januaery of the
13th Year of Showa (1938) in Jupan Proper, Chosen or the
Kwantung Leased Territory; the capecity of producing such as
well as the production and productive cepaoity ms included in
the plans for the expansion of production as determined by the
Cobinet Council or the competent Ministers of State as from
Januery of the 13th Year of Showa including maps, books and
erticles indiceting such,

. Number of the verious facilities as enumersted hereunder
a8 from January of the 13th Year of Showa (1938) in the entire
country or in a district; inoluding maps, books and articles
indiceting such:

Electrolysers for aluminum and megnesium including rectifiers

for same
Rollers for aluminum alloys
Frootional distillation apparetuses for benzol eand tolucl

Appliances for manufecturing bullets
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2, Articles affected by Clause 2 of Article 2 of the referenced

5.

law;

Froduction of arms for neval end militery purposes, for militery
purposes or for naval purposes, such s enumerated hereunder,

at the factories producing srms (including those in the Kwantung
Leased Territory) as frog January of the 13th Year of Showa(1938)
and the capaoity for producing such inoluding maps, books and
articles indicating such:

Rifles, guns, gun-carriages, turrets

Cartridges, percussion caps

Cun-powder

Tanka, armoured cars, traction-engines equipped with rails

Ships, engines (including bollers, condensers, etc.)

Alreraft or aireraft fuselages, motors or propellers

Torpedos, rpedo-launching machines, mechanical mines,
mechanical mine-laylng apparatus

Mine- plng apparatts

Range-finders, sights

Fhotographing apparatus for aviation purposes

Wireless telegraphic apparatus, wireless telephonic apparatus

Search lights, audiphones

Steel caps, gas masks, gas-proof clothing

Catapults, parachutes

Articles affected by Clause 3 of Article 2 of the referenced law:

Production of commodities as enumerated hereunder at the fact-
ories producing such commoditles {ineluding those in the HKwan-
tung Leared Territory) es from January of the 13th Year of
Showa |1938) end the capacity of producing guch as well as the
production and productive capacity as bassed on plans for the
expansion of productlion as determined by the Cabinet Council or
the competent Ministers of State es from Jenuary of the 13th
Yea; of Showa inecluding maps, books and aerticles indicating
such:

Aluminum (exeluding articles produced from waste)

Magnesium

Nickel, ferrc-nickel

Quicksilver

Ferro-tungsten

Ferro-molybdenum -

Ferro-manganess

Ferro-chrome

Cobalt

Ferro-vanadium

Aluminum alloy (excluding cast articles)

Volatile olls for aviation purposes, lubricating olls for

aviation purposes

Toluol, pure benzol

Trucks

Adreraft or aireraft fuselages, motors or propellers

Steam engines for use on tracks wider than 1.087 meters gauge

Articles affected by Clause 4 of Article 2 of the referenced law:

Storage of volatile oils for aviation purposes, heavy olls or
srude olls in the entire country or in a diatriot as from Janu-
ery of the 13th Year of Showa (1938) and the storage aagnuity of
tanks for use in storing such, including maps, books and artlecles
indicating such.

Artioles effected by Clause 6 of Article 2 of the referenced law:

Amounts of imports of the sommodities ms enumerated hereunder in
the entire ecountry or Japan Proper, Chosen, Talwan or the Ewan-
tung Leased Territory as from January of the 13th Year of Showa
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7.

{1938) and the plans for imports as included in the programmes
for the mobilization of commodities as determined hrpthn Cablinet
Counoll or the o etent Ministers of ©tate as from January of

the 13th Year of wa (1938) including ma bask 4
indicating suoch: ) luding maps, g and articles

Bauxite, aluminum Tungsten ore
sium Manganess ore
Hickel ore Acid ocobalt
Quicksilver Vanadium ore, scid vanadium
b. Amounts of rts of the commodities as® mentioned in the

foregoing olause in the harbors as enumerated hareunder as

from January of the 13th Year of Showa {1938), including maps,
books and articles indicating such:

Muroran harbor, Yokohama harbor, Nagoya harbor, Fushiki
harbor, Osaka harbor, Kobe harbor, Imabarl harbor, Mo ji
herbor, Wakomatsu harbor, Jinsen ichunulpal harbor,
Keelung harbor, Tekao harbor, Dalren harbor.

Articles affected by Clasue 7 of #rticle 2 of the referanced law:

Total number of the specisl technleiens as enumerataed hereunder
in the entire country or in a distriet as from January of the
13th Year of Showa (1938) and the number of the various classes
of such techniciens including maps, books and articles indlca-
ting such:

Persons manning stesmm engines - engine drivers, agsistant

engine drivera
Persons manning aireraft - cviators, pllots,mechanics

Persons skilled in the manufacture of wireless communication
apparatus

Articles affected by Clamse 8 of Article 2 of the referenced law:

a, Total nymber of the various machines es enumerated hereunder
in the entire country or in a district as from January of the
1%th Year of Showa (1938) including maps, books and articles
indicating such:

Alrcraft

Trucks

Busases

b, Total number of the horses aa enumerated hereunder in the
entire country or in & diastriet (referring to the prefectures
in Japan Proper, the provinces in Chosen, Taiwan, Kardfuto and
areas larger than such) as sinee Japuary of the 13t Year of
Shown (1938) and maps, books and articles indicating such:

Mature horses (referring to horses less than four years

and not more than 17 years of age)
Horses designated for military purposes

Enterprises affected by Clause 9 of Article 2 of the referenced
low:

Transporting capacity of the railways belonging to the Karafuto
Bailway Oompany.
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change in Orgenization of Jepapese Fleet

Considerable interest was sroused by the Nevy Minister on
g4 July when, in & oonferende with Jepanese newsmen, he onnounced
that a mew naval flset was to be orgenized, In revealing the exist-
enoe of the new fleet, the Navy Minister stated es follows:

"I note that the Soviets have adopted the line of bringing
pressure to bear on Japenese oil interests in North Saghalien. The
sxtont of this pressure is not cleor snd the matter is under negot-
iation between Ambassador Shigenori Togo and the Moscow Government.
The Imperiel Navy is firmly resolved to sot with determination in
pafoguarding the legitimate interests of Jepen.®

According to the press, the fleet hos been organized for

the following three purposes:

1. To prove to the western Fowers that the nation cen
afford to have o mobile, independent fleet at hend to deal with
guch potential problems 28 third Fower intervention, despite pre-
opcupation with the China Incident.

2. To be ready for possible corrective measures in case
the Anglo-Jepenese conference for settlement of Tientsin lssues
fails to achieve satisfectory results.

3, To keep a close watch on North Saghalien, where the
Soviet Union is threatening to expropriate Japenese coel and oll
concessions.

The Navy spokesman in a press conference with foreign cor-
respondents steted that the new fleet will engage in training with
the Combined Fleet and is intended to assist in securing command of
the Western Pacific for the purpose of establishing the New Order in
Eest Asie, He refused to anewer questions concerning the strength
of the fleet, whether it 18 composed of newly conetructed ships,
whether battinahipn were included, and its proposed base ol opera-
tions, He did say, however, that two or more ships form a sguadron
and two or more squadrons form a flesat.

It is believed that the new fleet 18 composed of unlits which
have been in reserve status ond are now being placed in mctive ser-
vice for sutumn treining with the Combined Fleet., The number and
gize of the units concerded is not definitely known but it is pro-
peble that some or all of them will be continued on ective service
after the completion of the treining period for duty in northern
waters.

It must be remembered that the organization of this fleat
was announced before the United States announced the abrogation of
the 1911 Commerce-Nevigation Treaty and 2t a time when Britaln was
making concession after ponceassion in the Tokyo talks.

It is presumed that the Japanese believed they could take
advantage of the seeming British retreat and devote more attention
to the Soviet Union which has been allegedly viclating Japanese
treaty rights with regard to coel and oil in Saghalien and Japanesa
fishing rights., Another Teason which the Navy Ministry may consider
of sufficlent importance to justify maintaining & small fleet in
northern waters is the desire on their part to duplicate some of the
"haroie" feats of the Japanese Army against the Russians, and get
their "names in the paper” elso.

In & future report the Naval Attmche will submit further
{nformation in regard to the organization and composition of this
pewly formed unit of the Japanese Navy.

Report No. 177-39.
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Japan A~ 1000 - Aviation

1007 -
ANNUAL NAVAL AVIATION DIGEST
30 June, 1938, - 30 June, 1939.

a, APPROFRIATIONS, FISCAL YEAR 1938-39.

The Japanese fiscal year commences on 1 April and ter-
minates on 30 March. Appropriations for navel aviation during the
fiscel year 1928-3% are listed below, In gensral, they show an in-
cireesa over last year's appropriations mainly attributable to the
inercased prices of materials and purchases of war stocks. The ap-
propiittliona were laboriously pleced together from various sources
Ae tne officlal figures are oonfidential and not evailable in the
officiul gazette,

1. Regular budget:

Nevy pay ¥ 12,724,629 $ 5,535,000
Miscellaneous pay 500,000 139,000
Avistion equipment 23,811,160 8,620,000
Stations, upkeep 10,127,348 2,860,000
Avietion research 112,918 31,300
Matecrology 294,032 26,100

¥ 66,102,000 $15,631,400

Besides the items tabulated above, speclal sums are pro-
vided in the China Incldent budget and other Supplementary budgets for
naval avietion under disguised headings, making the final naval avia-
tion appropriations for the year larger than & hasty examination would
reveal.

Activities of naval aviation in China have expanded tre-
mendously with the increased scope of operstions of the Navy along
the China coamst and at inland bases. New stations on the Jopanese
mainland, designed to cope with any threat from the Soviets, are
veing established and menned with the least possible delay. The
monetary outlay is, necessarily, lnereasing in proportion.

2. Supplementory budget:
Expension of Naval Alr Force ¥ 56,641,000 $ 15,750,000

China Incident Budget ¥ 162,400,000 $ 45,150,000

5. Publie gifts, or contributions.

Ninety-two alreraft, renging in size from single seater
fighters to twin-.ergined bombers, have been presented to the Japansse
Nevy during the year by tha public., Approximetely 94% have been
single or two seuters. Otaer gifts, for "war supplies”, have totalled
¥ 125,800,

4. SBummary:
Regular budget ¥ 66,102,000 $ 15,631,400
Supplementary budgets 219,041,000 80,900,000
Publiec Gifts 17,000,000 4,710,000
Total ¥ 302,143,000 § 81,241,400

The teble of pay and allowances of Japenese aviatlon per-
scnnel is slowly being compiled from reliable sources whom it is dif-
fieult to hurry. Actual figures are available only for Lieutenant-
Commander and Commander, but the report will be submitted when avail-
arla.

Report No. 178-3%9.
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b. PRODUCTION.

Atsention is invited to MA/Tokyo Report Mo, 172-39, copy
of which is enclosed (original only), marked ennex "A" uuvurina the
aireraft manufocturing industry in Japen as of 1 July iaaa.

Estimates submitted cover ome year of wartime production
at neer meximum capacity. Units of production mre ectual airplanss,
regirdless of type, and represent the number of planes on hand, in
storsge, and on order from the various menufacturers.

While reports have been heard that vitally necessery alloy
steels are at & premium, a Mitsubishi engineer recently proudly pro=-
clalumed the virtues of steinless steel exhesust collectors and "Kinsein
englnes, stating that he thought thom better than American ones.,
Engine time between checks is 50 hours, compared to 30 houre in the
Americen Navy, but the major overhoul period is reduced to mbout two
hundred hours operating time,

Recent heavy purchases of German and Italian airoraft,
amounting to about ¥5,000,000 are believed to be bomber types for use
in China, or for copy end later production in this country.

Actual production of eireraft in Japan was approximately
two thousand for the year. This includes training planes and the
few aircraft for commerciel use, These figures check with those of
two forelgn Air Attaches., Engines produced totsl ebout three thousand

The price differential formerly existing betwosn American
and Jepanese airplanes is gradually disappearing because of the in-
crecsed prices of materiels and the higher wages pald skilled workmen
in Japan today.

The following tabulated date show in detall the produstion
of aireraft and ailroraft engines in Japan for the year 1938-39:

Alroraft Froduction

Employees Production Total Maximum
June'3@-39  Preduction Estimated Types

Army HNavy Production

Alchi Clock 3,000 75 75 BO VT, VB
Kawosaki 3,200 325 325 400
Kawnnishi 2,100 75 75 100 VE-VF
Mitsubishi 8,500 196 275 440 500 VF-VB
Heke jimo 7,500 215 275 490 875 VF-VO5
Tachikawn 3,500 255 255 360 TN-VB
Watenabe 1,200 ) B85 B85 BS
Tokyo Gas EL. 30 30
Japan Alreraft 30 30
Showa 10 10

B7,006 1,040 785 1,815 £,100
Alreraft Engine Production

Employees Production Maximum

1938-35 __ Prodiction Sk
Alehi Cleck 1,100 ElO 230 Hiro W.D.
Kawzseki £,000 375 420 BMW-WC, BMW
Kawanishi 1,700 B850 300 Hiro W.C.
Mitsubishi 6,300 750 200 Myako(Hornet) Einsel
- (twin wasp)

Naka jima 6,500 800 950 Hikari(Cyclone) ,Kotobuk}
Tachikews 750 75 125 Bristol,Jupiter
Tckye Gas 4,500 450 800 Amikaze, Kemikagze, ShimpL
Totals 23,850 2,910 3,525 Tempu

Report Ne. 178-39
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0. BASES.

Jepanese naval alr bases are generally laid out in the
vioinity of major naval bases, on the nearest suitable land. BSince
the grant mA jority of naval pinnnu are landplanes it is no surprise
to £ind only three stations of lmportance where seaplane activity l1s
of eny importance.

The overwhelming section of the countryside devoted to
agrisnltural vursuits and forests, coupled with the naturally moun-
toirous terrain, makes a large scale air field expansion ocut of the
question and injects an element of danger in flight operations.
Should an ergine become disabled out of gliding distance of a flying
f#ield, the crackup is ordinarily major, and fatal.

Servining facilities at the major air statlons are com-
parabls to those existing at our bases, except that the flying fields
are rot surfaced and cperations in wet weather are dangerous. No
redio beems nor other aids to bad weather flying are in use.

All major air statlions have adequate storage fecllities
for airplanes and fuel. Spare parts are a problem to the Japanese,
according to reliable reports. They have no set system of spares
and many planes remain idle, awaiting the arrival of necessary spares.

Housing fmcilities are provided for enlisted men., The newer
buildings are of substantial construction, well laid out.

Defense instellations consist of anti-aireraft guns at
the major bases, with additional provisien for moblile batteries from
the Army to aid in the base defense, Hangars are being camouflaged,
0il and gasoline tenks are situated underground or elaborately hidden
by devious means.

Overhaul facllities are not adequate. The overhaul stations
are at Yokosuka, Hiro, Sasebo and Kanoya, and the annual capacity of
these bases is about 250 alrplanes. Priority of overhaul is given new
type, war-use planes,

d. ORGANIZATION.

Japanese naval aviation exists as a distinet entity. Its
head is the Navy Minister who, through & chain of commend, directs
its aotivities. ©Shore-based aircraft are separate from carrier or
ship-based planes, and arg commanded by Vice Admirals for each geo-
graphical location. Naval alr stations are under the jurisdiction
of the commander of the major naval bose in the immediate viclnity,
but have their own commending officers.

The normal tectical unit is the squadron, consisting of
twalve planes. This is further subdivided into two divisions and
each division into two sections of three plenes each. Squadrons
are assigned a reserve of 50%, or six planes. These, generally, are
older types than the latsst squadron aguipmani, and serve to main-
tain twelve planes in the air at any given time.

The percentage of commissioned pilots to enlisted pllots
is about 30%. Officer pilots are section and squadron leaders, The
high percentage of enlisted personnel 1s said to be due to a desire
on the part of the government to effect a saving in flight pay.

Alreraft carrlers operate with the main fleet, or inde-
nendently in support of lending mnd Army-Navy joint operctions.
In the latter ceses, lioiscn is meintained by having an Army officer,
in some canses the commander, aboard the carrier.

Tebles showing the geographical distribution and strength
of shore-based units follow:

Report No. 178-39
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Shore-based Aireraft in Japanese Territory

Planes

: ‘First: He-:Tralning:
18quad- :Line :serve:& Exper-:
Snore Basas : rons i i :imental : Furpose and Types
Yokosuka NAS S : 3 . 18 : 4 :Operetions, Experimental
4 H s + 103 : Advanced Tralning.
Kesumigaura . B . : ! 130 Intermediate & Advanced
: : i , ! Landplane Training.
Tomobe : B @ : : 90 Primary Landplane Train-
: H s 3 ] ing.
Anju t 2 : . : 70 :Primary, Intermediate
: 3 s : : Seaplane training.
Yatabe : : : : : Belleved Advanced Land-
H : : : : plane training.
Kure N ooat toan 2 ! operations VTB, VOS
Sas=bo iz ! BO : 10 : : Operations VOS5, VP
Omura T I ! operations VP, VIB
Tateyama : 5% : 80 : 30 : Operations VF, VTB, VOS,
: : 1 1 : VP
Saeki P 3k ;40 !o20  operations VB,VTS,VF,VP
Tomitaka i : s s s Auxiliary to Seeki.
Cminato : 1% 1. : @ : : Operations VF,VTB,VOS
Maizuru 2 P &3 81 ! Operations VOS
Chinkai : %7 : 6 : 3 : : Korean Operations VOS
Kanoya Lk B0 tas ! * gperations VF,VTB,VB
Kisarazu : i B4 ; 12 s+ Operations VTB,VB
Tomioka (Yokohame) 2 : 1% 7 8 ;r:apsrationa VP, V0S8
Ohura (Yuya Wan)® : : : : Reports Nos, B1-38,
E E : E i 1lle=-38.
Takao : 3 s 18 ¢ O 3 : Formosa Operations VB
Bako (Pescadores) : 2 !No information,
Ryojun (Port : E : : !No information.
Arthur) * » . . .
Odomari (Sagha- . & : : .
lien) s : : - :No information.
TOTALS =~ ° 43 i 338 ' lee ¢ 397 ¢

Supplementing the shore-bases in Japan are the
shore establishments listed below. It is believed that much of the
sverhaul necessitated by extended operations in war conditions is

wocomplished at these establishments,
Yokosuka Naval Alrcraft Factory and Experimental Laboratory.
Hiro Naval Alrcraft Factory.
Sasebo Alrcraft Repalr Depot.
Kanoya Branch of Sasebo.

Report No. 178-39.
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a. TRAINING.

Reports of training schools and courses of instruction are
contained in various reports from NA/Tokyo and are kept up to date.

The Japanese Navy now uses the system of preliminary
flight training for student volunteers, and is well setisfied with
the system. Several items in recent newspapers have attested to a
shortage of student aviators for both the Army and Navy. A recrulting
system whereby commissioned officers - 3it verious schools and whip
up enthusiasn for aviation, then select a few men for preliminary
training, has been in effect for & short time.

After graduation from the naval flying school at Kasumi-
geura, pilots are indootrinated in & service squadron by spending
a year at & naval alr station where the type planes to which pilots
have been assigned are operating.

There are no private flying clubs having official status.

The Assistant Attache for Alr noted dive bombing training
at Fukaya, Dives were entered from level flight by & 90 degree turn
and simultanecus eesy pushover, Altitude at entry was 1500 fset and
at recovery 300 feet. The dives made by the same pilot were quite
similar, and none was over 60 degrees. Minlature bombs were dropped.

Training formation flights have been observed several
tires, as well as formation flights of service pilots. In every case,
formetions have been very loose, A formation wingover was observed
near Yokohama, with the ocutside man getting lost each time the man-
euver was practiced.

Accidents at training stations are apparently quite high.
Wrecked fuselages totalling seventeen were cbserved at one rell
siding lesding to en air station, and about the same number of new
trainers were being unloaded from crates. Reports from official
Japanese sources admit a terrific mortelity in trainling and service
training flights, partioularly during night flying.

. TECHNICAL MATTERS,

Jepenese technical and research facilities and man-power
are at & low level in comparison with the United States and other
foreign air powers. They have not designed, by themselves, any types
now in produstion for the armed @ervices. The ability of the country
to import, then copy, plenes from other countries, with the assistance
of foreign technical experts, continues to grow apace. 1

According to American and other foreign engineers, employed
by Japansse concerns, there is mo coordination in the production
methods employed in Jepaness fectories. There may be a long string
of fuselages ewaiting engines, or too meny wings piled up at one spot,
but apparently tha{ fail to visualize the smooth distribution of parts
necessary to efficlent production. It is a matter which is causing
concern in goverrment circles and the aid of foreign engineers ls
being sought to remedy the defiplencies.

g+ OPERATIONS.

To judge from the ten bombing attacks by the Havy on
Chungking, they have adopted formetion bombing, though each plane 1s
supposedly equipped with a bombsight. Bombing altitudes have seldom
nxosaded ten thousand feet, even when antl-alreraft defenses are
known to exist.

Coordinetion between air and land forces hes been good in
China, all major land operctions being preceded and followed by bom-
vurdment from the air. Seocuting flights have also preceded movements
of troops.

Report No. 178-38.
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Of operations at sea, little is knmown. It is known that
Tapansse carriers arc "wet" ships in a heavy sea, when operations
are curtalled.

Catapults are standard equipment on heavy crulsers and
sapital ships, These are of the sir and powder type. Fhotographs
of launchings from Japanese ships have been sent to Office of Nawval

Intelllgence.

h. LIGHTER THAN AIR.
Hone.

i. WAR USE OF COMMERCIAL PLANES.

Jopenese commercial avietion uses American equipment ex-
clusively, mainly Dougles and Lockheed airliners on the maln runs
ant Beecherafts for feeder services, These commercial craft would,
in war, be used for transportetion of staff officers and vitally
important cargo. This is virtually the case et present, for the
planes are filled with military personnel and s military pass 1s re-
quired for a trip.

Dougles planes number eight, and Lockheed 14's, twenty.

It has been noted that the Tachikawa factory is about to
produce Lockheed l4's modified as bombers.

J+ MISCELLANEOUS.

Total flying hours, navel esteblishment 200,000 *
Average pllot hours, per year 200.
Number fetal mccidents 320 **
Number fotalities 450

¥ Estimoted from Press and other sources,
** Copveraetion with Japanese naval aviator and others.
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The Airoraft Industry in Japan
BACKGROUND :

Sinoes the China "Incident™ the manufaoture of aircraft and
parts has become of prime importance to Japan and every effort has
been made to place the industry on a sound, permament basis. Cor=-
porations formerly interasted in steel and other heavy industries
have realized the gqulck profits to be made by partlcipating in the
wAr boom, and have entered the field of airerarft production. HNew
congerne have sprung up, with the approval of the government, and
patents, processes or licenses have besn bought from foreign owners
for Japanese production.

Each succeeding month, however, the supply of raw materials,
consisting principally of steel, aluminum and iron has been more dif-
fioult to obtain in the world market because of the precarious situ-
ation in regard to fore exchange. Japan i1s unable to produce suf-
ficlent raw materials must necessarily import them from abroad.
Rising costs of labor, machine tools (which are also imported, then
copled, if possible) and the vagaries coolncident with strict govern-
mental control of materials have combined to infest with a cancer
the aireraft mnnufluturizg industry so that planes now produced com-
pare favorably in price with those produced abroad, where the higher
scale of living has hitherto enabled the Japansse to undersell their
competitors. The cost of a recent navy bomber, twin engined mid-wing
monoplane, has beer substantiated at about one million yen, or at the
present rate of exchange, $275,000.

Press releages have indiceted that new concerns, capitalized
at over thres million yen, are springing up like mushrooms. Much of
the publicity is, obviously, propaganda for home and forelign consump-
tion, for the capitalization of the aggregate concerns announced in
the laat few months has reached staggering totals. Having witnessed
former statements of the press, and seen no materieslization of the
grandicse plans announced, 1t is difficult to see how the money 1s to
be obtained except in the imaginations of reportera,

Recently, a move to esstablish parts factories tasked with
production of amccessories for aircraft manufacturers has been in the
asoendanoy. Instead of buying accessories from independent concerns,
engine manufacturers are establishing thelr own plants to provide
themselves with engine parte at & lower cost than formerly. Uni-
formity of construction is another goal scught.

With regard to the finished products of Japanese aireraft
manufecturers, it oppears that their standard is comparable to that
of American manufecturers, with the exception thet the Japanese are
inelined to skimp in meteriels even where strength is a vitael faotor.
Metal work, welding and final finish 1s good. roduction, when faci-
lities are compared to American plants of like dimensions, seems to
suffer by comparison. The greatest and most importent drawback to
Japenese aviation, &8s such, is the total lack of suitable deslgn and
test facilities. No successful Japanese designed modern alrplane ia
in use on any of its airlinesa, in the armed services or on sale abroad,
Coples are produced of German, Italian and American aireraft, either
by purchase of rights or out Ight mimiery. This year, the government
has provided funds to esteblish smeronauticel research laboratorks
but unless satisfectory talent is avellable,which to date it 1s not,
the institutes will accomplish little more than a rehashing of foreign

techniocal advanees.

Amsrican and other forelgn engineers continue in demand
for technical advice and assistence in setting up machinery and
smocthing diffieulties in production. Unless the Japanese produce
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{p the future what they have so badly lacked in the pest, namely,
papeble technical personnel, Jepansss avietion and industrial develop-
ment will remaoin from two to three years behind that of the United
Stotes.

FACTORS AFFECTING PRESENT PRODUCTION:

The limiting feotor in cireraft production ln Japan is the
pottleneck coused by tools and dies, These are worked to the limit of
gapacity, due care being observed to maintain them in medium to good
sondition. Precision tools are a major item of import from the ited
States and they are regarded as the best cbtainable., Jepanese tools
lack the necessary preciseness required in machining metals for close
working fit, and further, their machines do not stand up for long
periods and are costly to producs. Many companies have sprung up
recently, capitalized at from one to three 1llion yen, to manufacture
machine tools. Prices have rocketted sky high and the government is
sxperiencing great difficulty in trying to effect a reduction in price
demanded by the armed services. Should the Japanese be able to install
aufficlent modern tooling, thelr produstien of engines and fuselagas
would undoubtedly inmoresase to & ratlo commensurate with ours.

Labor employed by eircraft manufacturers is largely trained
by them with & nucleous of skilled workmen., Apprentices are housed
in dormitories edjoining the factories and work in conjunction with
g skilled man until they have acquired the rudiments of machine mani-
pulation, They then are assigned to processing on their own. The
period of epprenticeship 1s approximately one year., Hours of labor
are, as previously mentioned, governed by thoe necessity of malntaining
tooling in good shape, A%t present, the alroraft industry, working
under the pressure of a major "incident) is working two shifts of
about eight hours sach., This is maximum capacity for precision work.
There exlsts a scarcity of skilled labor, even with the apprentics
system in vogue. Wages for skilled workmen are comparatively high
but, with the expansion of the industry, & shortage was inevitable.
One pertinent fact should be hers mentioned, The Japansse are not a
paturelly mechanically minded race. They are not brought up, as our
youngsters are, with a taste for pxperimentation with automoblile and
other engines, nor do they have the opportunity should they so desire
it, Consequently, when men are being trained, they have to assimi-
late racts which are sescond neture to the American boy, and this re-
terds the natural development of & competent mechaniec. It is believed
that even when considered a skilled mechanic in this country, tha
Japenese man knows his particuler job, yet understcnds little of the
process of, say, asssmbling an engine for which he furnished & part.

Transportation, both for raw materials and finished pro-
duts, is cheap and efficlent in Jepan. The costs of handling have
increased with the rise in wages of labor.

Power, slectric and steem, is at a premium and the govern-
nent has undertaken an allotment system whereby those industries most
1scessary to the successful prosscution of the war would be able to
Jecure the meximum allowsble, A shortage of coal end the scarcity of
rainfall for hydro-electric generatlon have caused a guﬂur famine
:his year. HRainfall may improve tha hii;n-nlnntriu difficulties, but
the coal situation is not expected to rove, and coal-steam genar-
ated power will decrease.

Raw materials, as previously mentioned, are not found in
sreat quantities in Japen, nor has her position in that respeot im-
yroved meterially with the acquisition of Manchoukuo. Stringent re-
rulotions prohibit the import of any but the most necessary items.
‘teel and iron companies have amalgamated; smell mills are doomed,
ror they are not as efficlent as the larger omnes. Processes are pat-
sarnad after American end Germen steel mothods, end the finlshed pro-
lucts are comparable in quality, though gnnurailr inferior. Aluminum
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and 1ts alloys have ocome into wide use for aireraft construction.

Alreraft manufecturing establishments in Japan are well
laid out, adequate in size for the purpose intended, and designed to
be spread out over a wide turritur{ in anticipation of air ralds,
cnrzorntinna have expanded widely in recent months, building new ad-
ditions, enlarging old facilities, or merging both plants and inter-
locking directorates. All are accessible by rail end some by both
rall and water, The output of airoraft has not inereased in propor-
tion to the indicated plant expansion because of factors mentioned
herstofore.

Practically the entire output of alreraft is absorbed by
the military services. Civil aviation in Japan depends entirely on
American equipment for service. The question inevitably arises aa
to what would happen should the Incident end. In order to keep work-
men employed, the factories would have to turn to the export field,
Yet, with planes being produced in this country which are only copies
of those made abroad, probably slightly less efficient, it is dirri-
oult to concelve that Japanese planes would find a market. A solution
to this perplexing problem will no doubt plague Japanese menufacturers
for some time to come.

LIST OF MANUFACTURERS:
Mitsublishi Heavy Industries (Planes and Engines
Nekajima Alroraft L " "
Kawnsakl {

Tachikawa (
Tokyo Gask Electrio [ "
Ishikawajima (
Showa (
Kawanishi {
Alehl Tokel {

The above mentioned concerns are old-line aireraft manu-
facturers, reports of whom are on file in Office of Naval Intelli-
gence. New companies, formed or iu that process, are listed below,
together with pertinent comment.

=
T 3zz2=233
T 333333

i
)
)
)
!
!
)
)

Kokusal Kogyo (Internetional Industrial) is being organized
to manufacture la:ge sized airplanes. Officcs at Tamuracho, Shiba-ku,
Tokyo. Capitalizetion ¥ 30,000,000 (7). Business to commence in 1940

Toyota Weaving Machine Mfg. Co. 18 interested in absorbing
Showa Heavy Industries and will advance to the menufmsoture of eircraft
parts and accessoriess.

Toyo Alreraft Manufacturing Co. will erect a ¥3,000,000
plent at Fukuoka and eventually engage in the menufscture of motors.

Kawanishi Alroraft Compeny is enlerging their plant
for the menufacture of motors.

Omiye Aircoraft Industriel Co. affiliated with the Nakajima
Co, wos organized early this year to engage in the production of pre-
cision parts for ite parent organizetion. Coplitalization ¥1,000,000
one fourth paid up.

Manchurie Airplone Mfg. Co. on affiliate of the Menchuria
Industrial is inoressing capitelizetion to ¥150,000,000 (?) to in-
¢recee the size of its Mukden plant.

Wetanabe Alreroft Perts Mfg. Co. is increamsing cnpitalize-
tion from ¥200,000 to ¥300,000 to enlarge its present plant,

Oriental Adrcreft Industrial Co. applied for ¥100,000,000
caopitrlizetion (7). It is expeoted that the company will be orgenized
2nd stert oparctions noxt year. Office, Kanda, Tokyo.

Detonils and particulars pertaining unl{ to Naval oiroraft
will be found in the Annuel Aviestion Digest, now in preparation.
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Report No. m. 900 - Navy.
JapAan, #03 - Personnsl.
August 10 1939, 150 - Mumbers.

Sumnary of Jepenese Maval Personnel.
Reference: DNI letter Op-16-Z AZ-1/QN/EF37 of 21 June 1939.

The following feport on Jepanese Naval Personnel as of
1 July 1939 1s submitted,

The figures given in this report are estimates. Inquiries
at the Jopanese Novy Department showed that the Japanese were as
unwiliing this year as they were last year to exchenge personnel
datn, It 18 notod thet no report of Japenese navel personnel was
submitted for 1 July 1938,

Although the figures are satimates, it 18 believed that
they are accurate within fairly narrow limita. It will be moted
thet thsre has been a considerable expansion in both officer and
enlisted persconnol during the two years of hostilities. This
oxpension 1s continuing although at a decreased rote dus to the
increasod needs of the Japaness Army. It is believod that futurs
naval personnel requirements will be met by oalling reservos to thae
colors rather than by increasing first enlistments.

A No, of i(Warrant :Enlisted
nﬁiurl:ﬂrﬂurn!;n z
1) Regular Navy ’ i ' : '
2) Colonial Navy (Menchukuo) 130: 3,500
3) civiliens porforming Navel duties.

loyed in Naval Aviation 2,300

son guerds 870
Eanﬁitu- 650
At Novy Yards eto. 270
Totala 4,290:8,630: 3,080: 188,500

mﬂt‘- totAlessnossssnnnsnsnnnnsnssnnssnnsnnns 15*.450

B,
1) Parcentoge of officers end mon afloat 48.3%
£2) Mumber midshipmon ot sea - 326: number amshore - 1366
3) Number retired officers and men g
on active duty *200: *3,000
(4) Wumber reserve officers ond men on -
active duty *400: *g,000
(5) Mumber officors and mon in Navol . .
aviation - #%1,450: %%14,050

* . Thoso figurcs not inoluded in peragreph A (1),
% _ These figures included in poragreph A (1).

Cs Remarks on Enlistments.
TI] Age Tor first enlistments - 20; No. of first enlist-
mentas - 38,000.
(2) Length uﬂo&s of enlistments.end reenlistmenta:
Potty officers - & years.

Yoluntoors - 5 yoors.

Consoripta = 3 yoars.
(3) Character of onlistmenta:

Volunteors -

Conscripta - 40%

|
Report No. lﬁ-ﬁﬂ.



C. Remaork ﬂ-n%%g, continued
or eniise mon by periods:
Less thon four yoars - a8,
Four to elght yecrs 41,
Fight to twelve yoears 19;
Twolve to sixteon yeors 10,
Over sixtoon years 7,000
((5] RWumbor enlisted men provided for in r{non.‘l. yoar 1939 - 188500
&) Numbar expectod to bo provided for during coming
filycel yoor 175000

o i-'r'rinu forpa
IT Uffincors rnd men performing duties similnr to
U.&. Morines (mostly in Chinc)(ashore) *2a, 500

- This figure included in parogroph A (1).

E, fumbor of Officors by Ronk - Totel

Adm:Vice:Recr:Capt:Comdr:Licutiliout:Iiout: muign.Totnl
Adn tAdm : : :Comdr: t{Jg) :

#ll Corps 8: E8: l24: 520: 960: 1640: 1824: 1748: 1648: 8500

F. 0Officers Clossified pocording to U.S. Navy clossifiocation,

Adm:Vice :Rear: Capt: Gmdr:l.ieut.[d.aut.l.inut :nsign:TotuI
thdm *Adm i1Comdr:

Iine B: o&: 10l: 3 3 : i F1
fledical i 1. 9, 4%: 7B 107: E4B;  160: 70: vid
Dontal : i 3 7 B ] i 1]
upply t  8: W:; d0: BO; 1°4: I1%0: O0: 145: G290
Tonstr i Tt Dy 1B8: 14&: E8: E8: B8: 1 1
[t} ] 5 7 : $ : 3 [
-_?.;n:: LAk . : : = ‘ 1 -E
3. Warreat Officers
« Warrcnt O cers of Regulnr

Ty SOACEE 'E-zu

Engl noer :

Poynaster 200

Bandnnator 10

Total TED

H. Number of afﬂuars tnd mon assignod to verious clcases of 81
bhesignod - of ships

a e

37 cruinm-a 19.3'?'?
6 Mreroft ccrriers 5,580
5 B8eoplcne tonders 2,039
119 Degtroyors 15,870
20 Torpodo boats 1,400
15 Bubperine chasors 615
63 Subtmerinos 3,770
1 Surver slip 110
12 Gunbonts 890
7 Subtmerine temdors 1,921
7 Copst dofensc ahipa 2;749
51 Mino layors ond swoepers 8,843
13 Ollors ond colliers 1,800
40 Migcellenoous 6,900

Stcff Porsonel 1100
Total 'Bf'hm’

181
Report No. B39,



e B =
o I"-.'.:i Mﬁ-ﬂ%ﬁ %ﬁrﬁ; composed of offiocers
man

hawe served in the Regular Navy. The Special
Heserve is composed of officers and men of the Merohant
Marino who are graduates of Merchant Marine Schools.

1st andiSpecial:Total
£nd tResarve:

Reserwe: :
Qfficers 18003 1300: 3100
1

aﬁncg n. Bervice cers 1100t
[aTTAnL cers 3 i
atty oITl m 1 i

Fetty offlcers and men

Totels 59600:  2580:62180
J, Offi.ers and men essigned to shore stations 62802
12|
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ACTIVITIES OF THE TAPAIESE ILVY T CHIIA
as Announced by the Publici ty Zureau of the Vavy Department.

aplef resume of the mctivities of the Jepenese lL.avy
in Chine as made public by the Japanese lavy Pepertment, including
sorments on the Naval Blocksde of the Chinese coasts, cbskrvatlions
on the hostilities in the Shanghe!l area twc yeers ego, and general
stetemerts regerding the result of twe years of hnatiiitiaa.

Tt should be noted that the Japarese stlll make much
of British assistence to China end hint that a moTe intensive
blockede of the Chine cossts may be necessury.

The Jepanese Navy state that they have secured oom-
mand of the Western Faciflc, and have prevented the United Stutes,
areat Britaln or Soviet PFussia from intervening on behelf of China.
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Repbrt No. 189 ﬁ:ﬁ}
Japan
September 5, 1939

ACTIVITIES OF THE JAPANESE NAVY IN CHINA as Announced by the
Publicity Bureau of the Navy Department

The followil summary of the activities of the Japanese
Navy in China was issued by the Publicity Bureau of the Navy Depart-
ment, It was published in the "To Gazette" which is under the
supervision of the Cabinet Information Bureau:

Extension of Naval Blockede:

"The Imperial Navy is now blockading the entire 2,850
mile CUhina coast, from Shanhaikwan, on the Manchoukuo China border
in the North, to the border between South Chinm and Frenoch Indo-
China, including Hainan Island in the South, The first prooclamation
for suspension of traffic mlong the China comst, applying to Chinese
shipping, was issued in the name of the Commander-in-Chief of the
Third Fleet, on August 25, 1837. Suspension of traffic since has
besen eztended on several occasions, until it is now epplied to the
entire China coast, The Japanesa fleet 15 making invisible but
substantial contributions to the termination of the present con-
flict with China by patrolling China waters, seizing Chinese junks
and cutting off the supply of arms to the Chiang Kai-shek regime.
The warships on duty patrol not only the muddy waters of the Yallow
Sea, but the South China Sea and inland waterways as well.

#It is no easy task to patrol such a vast stretoch of coast-
line, Although there ies nothing spectacular sbout it, such as.an
encounter with a powerful enemy fleet, 1t calls for the constant
vigilance of the Imperiel Fleet against Chinese blockade runners
who attempt to smuggle arms and war meterials to the Chiang Kai-
shek Covernment, and also against Chinese vessels which are dis-
gulsed as third-Power ships and are used for similar purposes. In
addition, the navael forces must fight the elements day and night.
Their quiet role requires extraordinary patlence and persaverance,
The great contributions they are making to the cause of the Japanese
crusade in China mey sometimes escape public notice, but the officers
end men in the naval service nevertheless are doing their bemt in
the discharge of thelr duties, without caring for public acclaim.

"In enforcing the suspension of traffic, attentlon first
must be given the seaports. GSince the outbreak of the eurrent hos-
tilities, the major porte of Chino have fallen to the Japaneae,
ineluding Tangku, Chefoo, Weihaiwel, Tsingteo, Lienyunchilang, Hai-
chow, Shanghai, Amoy, Canton, Hoihow (Heikow) and Yulin. The last
two are in Heinen Island. These seaports hove ceased to function
entirely for the supply of military equipment to the Chieng Kal-
shek regime. There remained, however, some treaty ports in South
China, which were not yet occupled by the Japanese, end whioch were
utllized by vessels of certain third Powers to supply the Chungking
regime with vital necessities.

"New operations, therefore, were started recently by the

Imperinl Navy egainst these strategle ports. Following the Swatow
compeign of June 21, a Jepanese nevel unit, covered by werships
end meroplanes, effected a landing in the southern part of Chushan
Islapnd ot the mouth of Heangchow Bay early on the morning of June
23rd. The sume evening, the Japanese landlng party occoupled
Tinghei, island capital. Talshan Island, north of Chushan, also
wes taken, The Chusan group consists of Kintang, Taishan and a
number of tiny islets. They dominete not only Hengehow Bay enpd the
mouth of the Yengtze River, but Ningpo end Chenhal, ports in Cheki=-

eng Province,
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"The Chungking regime had concentrated a lorge body of
gentral Army troops along the Tslentang River, with bascs at
Sheching and Ningpo with the ides of bringing in wor materials
from sbrocd through Chushen Islond, Ningpo and Shaching. Chinese
troops orossed the Tslentang River from time to time in attempts
to invede Hangchow, cepital of Chekieng. The Jopanese ocogupation
of Chushcn Island, together with the earlier seizure of Swatow,
therefore, has great stretegle significance, upsetting as it does
the Chinese plan of operttions, iauin on June 27, the Japanese
navanl force carried out & blockede agalnst Foochow, caplitel of
Fukien Province, cnd Wenchow, importent seeport in Chekieng
Province,

mon July 12, the Imperiel Navy declided to blockode
Chuanchow, new tresty port in Fukien Province, as well es Tungshan
and Chaoan, in the seme provinoce. Consequently, the Commender-
in-Chief communicated with the foreign comsular corpa and the
Chinese Moritime Customs Administretion to the effect that Mr.
Yoshieki Miura, Japancse Consul-General ot Shanghei, was reguest-
ing third-Power werships and merchont vessels to withdraw from
those ports. At B o'clock on the morning of July 15, the Nevy
started operations to blockede the three ports.

"Further tightening the blockede of the South China
const, the Imperizl Favy eaptured Swabue in Kwangtung Frovince
et 8 o'clock on the morning of July 18, Swabue lies halfway be-
tween Hongkong end Swetow, forming ¢ trensit point for the other
two ports. It alsc is & centre of constel trede in South Chlna.
Hinghwa, south of Foochow, wes blockeded the next morning. The
Powers were notified three deys in advence in both instences.

"Spntuso, Loyuen and Shecheng, all ports in Fukien Fro-
vinoe, were blockoded on July 21 end 22, Keanowhile, the Japenese
novel suthorities on July 26 informed the foreign consular bodies
at Conton and Hongkong thot the Pearl River would be closed to
foreign shipping for two weeks, starting July 28.

"The Jopanese suspension of shipping hitherto has been in
effect only off the China coast, but it now is enforced vigorously
in the sespor:s &s well., Jopan is fully ocware of possible friction
with third powers in trade questions, but 1s menifesting her solid
nationnl determination to deprive the Chiong Kei-shek regime of
forsign assistance at all costs.

nsuspension of port traffic has the same object as a
comstal blockede, that is, in depriving the enemy of wer materials.
In view of the fact that the cbjective of the China Affeir is
the construction of & New Order in East Asia by crushing the’
Huomintang Government and the Chinese armies opposing Japan for
the sake of lasting peace in the Far East, and not in entegonlizing
the law-ablding Gg%naan people, war has not been declared by Japan
against China. In official terminology, therefore, the current
conflict 1s not a war, but an affalr. Therefore, the term block-
ade is not used formally, but tnsteed the Navy's programme 1s
salled suspension of Chinese shipping or & "peacetime blockade™.
This practice is recognized by {international law, Moreover,
history shows that some of the Powers which are now criticizing
the motion of the Imperial Navy themselves have enforced "peace-
time blockades" openly in the past.

njy peacetime blockade is not directed against third-
Power shipping in prineiple. Consequently, Chinese vessels fre-
gquently attempt to glip through the Jepanese blockade under false
colors. Japanese patrol boats therefore order mll vessels of
suspicious appearance to heave to while & boarding-party inspects
them. The Japanese blockede units gcannot seize munitions and
other goods supplied by foreign Powers and destined for the Chiang
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Kal-shek Government, sc long ae they remain in neutral territory,
leased territory or foreign bottoms, They are seized immediately,
however, once they pass into Chinese hands., Such goods usually

sre lended at Hongkong, Macao or Kwangehow French leased territory.
From these Euintu they are transhipped in Chinese junks for Smug-
gling into Chiness porte.

"Explenation must be made here of the resson the Navy has
tightened its blockade of the South Chine cosst. Nowadays any
gountry, even in peacetime, cannot attain independence, existence
and development by secluding itself from the outside world. The
sea provides trade lanes, and seaports form the doors of lnter-
netionel intercourse. It is hardly ilecessary to say what a severe
blow o country would suffer if it had 1ts door closed by enother
Power., Now, China is not an industriasl country, end although
she may hove hed s large stock of munitions before the outbresk of
hostilities, her attempt to wage protrocted warfare agalnst Jepan
mekes it necessary for her to import more munitions from abroad.
It is true that there still are some routes by which the Chlang
¥ai-shek regime moy import munitlonms. One is the so-called Red
route in Northwestern China vis Lanchow, capital of Eensu Provinece,
through which China can procure munitions from the Soviet Union.
Another is the Burma route, Still enother is the Fremch Indo-
China route. Through the last two avenues, China cen get what
she needs from forelgn countries via Yunnan Province., There ore
other overland end, of course, air routes, The topogrephy of
China, however, makes the sep-route most convenlent because gooda
con be hendled in grester volume and shorter time.

"Mow thet the seo hes been eclosed to the Chinese Covern-
ment, the number of foreign vessals plying between Chinese ports
gince the beginning of the China Affair is clearly shown by
stotistics compiled by the Joponese blockade units. It is worthy
of epecicl motice thet British shipping has topped the list of
foreign vessels celling at Chinese ports since the start of hos-
tilities.

"Evan after the Japonese gocupetion of Centon, which nulli-
fied the value of the Canton-Henkow heilwey and the Canton-Kowloon
Railway os supply routes, Hongkong has figured most prominently
es & source of arms supply for the Chungking Govermment. These
meterials are landed at Hongkong, from where they are transhipped
to Heiphong in French Inde-Chine, Swetow cnd other Sputh China
seaports.

wpfter the foll of Tsingtao, Shanghel and Centon, the
three mejor treaty ports of China, Swatow remocined &s the only
aveilable seeport for the Chinese Government. The port beceme
crowded with shipping of third Powers friendly to the Chiang re-
gime., During the three months which followed the fell of Canton,
Swatow mccounted for 38 per cent af the total foreign trede handled
by the ses ports under the jurisdiction of the Chieng Kol-shek re-
gime, thus ccoupying the foremost place among them. Thls was be-
fore the fell of Nencheng, papitol of Kiengsl Frovince. Since
the Japanese opecupetion of Nenchang, junction of the Chekan Rail-
way ond the Kiukinng-Nanchang Rallwey, which caused a disruption
of the former line between chekiang end Klongsi provinces, Swotow
gained further lmportence veritebly becoming the only major sea-
port left to the Hntionnliut Government.

ngwatow enjoyed & very large excess of sxporta over im-
ports. This shows whot an importent role it pleyed in supplying
the Chimng Kai-shek regime with wer sinews by securing forelign
gurrencies from its favorable balance of trade.

nSwotow, together with Amoy, Chuanchow, Centon and Hainan
Islend, &ll are now under Jeponese control.
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"The Kuominteng Government alresdy hes lost its major
sources of revenue - customs end salt gebelle revenue - and is
now facing loss of emother mo less importamt source of revenue
in the form of remittance from Chinese nationals abroasd., Its
spucle holdings in fur!ign countries also are being steadily
dreined, odding to its fineneoilal difficulty. But despite these
factors, the Kuominteng is desperctely continuing resistence cgeinst
sopan, relying more and more on third Powers, perticularly CGrect
Britain, at the scme time peying no heed to the suffering of the
Chincse people. Such being the case, the longer Britain nasists
General Chiong Kal-shek, the more prolonged will be the suffering
of the innocent masses. On the other hand, the Jopanese blookode
of the China coest will be tightenea in proportion to the assist-
ance rendered by Britoln to the Naotionolist Govermment. Viewed
in this light. the poliocy of Britain 1s the main obstacle to the
realizetion of pence in the For Eest ond the construction of £ New
Order in Ecst Asia. Briteln must be urged to reconsider her atti-
tude., The Japanese for their part must bo firmly determined to
prosecute hostilities and carry on construction at one and the
gome time.

Second Anniversary of the Shanghai Campaign:

"The second anniversary of the outbreak of the Shanghal
campaign was observed on August 13, In the summer of 1937, the
month following the Marco Polo Bridge incident in North China
furrished danger signels indicating imminent trouble in central
and South China, The Japanese naval suthorities on the spot
gxercised the utmost self-restraint, while protecting Japanese
life and property, 8o as to prevent the outbreak of untoward in-
cidents. The Chinese authoritles, however, feverishly pushed
war preparations in accordence with their fixed plan. In the
Shanghai area, they defied the truce agrecment and moved Tegular
troops into the demilitarized zone, where they started the con-
struction of defense works. They threatened to overpower the
Japanese with their military force, which was numerically far
superior to the Japanese force. The wanton murder of Japanese
naval Liesutenant Takeo Oyema and warrant Officer Saito, on August
9, started the Shanghai incident. On August 13, the Chinese
forces opened fire on the Japanese lending party, which was com-
pelled to respond and to chastise the Chinese armies.

Lesson of the Shenghai Campaign:
SRBO o =2

#At the outset more than 100,000 Chinese troops had sur-
rounded the International Settlement of Shanghal. The Japanese
landing party was only 3,000 strong, though the Third Fleet was
concentrated at Shanghai. The overwhelming odds sgainst which
the Japanesc fought, complicated by delicnte international as-
pects, placed the Japanesec at a heavy strategic disadvantage.
Indiseriminate oeriel bombardments resorted to by the Chinese on
gnd after August 14 intensified the seriousness of the situation.
But the Japenese fought valiently.

"During the ten deys that passed before the vanguard of
the Japanese military forces effecoted a sucecessful londing in the
Woosung sector, the Japanese londing perty, less than one-fortieth
the size of the enemy forces, bore the entire brunt of the Chinese
cttocks., Even when & lerge body of Japanepe troops wes deployed

stondily south of the Yengtze estuary, the landing perty, as the
gxtrame {aru wing of the Japancse line, stubbornly defended the
Internationol Settlement sgcinet the Chinese assaults., Covered
by the fleet and the noval air force, it succeeded in driving

the Chinsas forces back from the Shanghai area in conjunction with
the militory forces lote in Ooctober, thus preparing the ground
for the drive on Nenking.
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"During the entire compelgn, the Commender of the Jopane se
lending perty refrcined from requesting reinforcements, plecing
full confidence in his men. Thus, the Shanghei Cempaign resulted
in en impressive victory for the Jeponese, thanks to their high
morele and the full utilization of modern weapons,

Development of the Neval end kilitery Operctions:

"Indlsorimincte bombings launched by the Chinese air force
at the beginning of the Shanghal Cempcign roused the Jepenese
neval alr force to action. Transcceanic operctions resolutely
carried out by the Jepenese ncval air foree proved so successful
that not only was the furious Chine-s onslaught ageinst the In-
ternctioncl Settlement checked, but the neval fliers had neerly
liguideted the Chinese air force by the end of September.

"The action of the lmperiel Nevy since has been marked by
close cooperation and coordinntion with the Army in driving the
Chinese forces into the interior, Lending parties heve becn oo-
tive in verious seaports of Chine; a navzf unit has successfully
pushed up the Yengtze River, end the nevel forces have kept up
their attocks on almost ell importent towns in central ond South
Chine., At sea, the Japanese flest not only destroyed the Chinese
nevy, but suspended Chinese commercizl shipping slong the entire
coast, The steedy development of the military situation has
called for lerge-scale joint operations between the Army and
Navy in verlous perts of China, inoluding Hangohow Bay, Bims Bay,
Helnar Islend, end Swatow, where both fighting services heve
acnleved brillient successes.

"Specinl mention must be made of the Combined Fleet of
the Impericl Navy, which not only hos firmly secured the commend
of seas in the Western Pacific, but has succesded in precluding
any possiblity of undue pressure or intervention on the part of
third Powers, perticularly Grest Britain, the United States and
the Soviet Union. In this connection, it must be remembered that
securing the commend of the Western Poeoifie provides a key to the
successful construction of & new China, while ot the scme time,
the Imperiel Navy bears further grove responsibilities in view of
the necvy nevel building programmes now being pushed by Great
Britein, the United States, the Soviet Union, Frence and other
Powers.,

"In observing the second anniversary of the outbresk of
the Shenghel Cempeign tribute must be poid to the war dead as well
as to the sick and wounded who fought so valiently for the notional
cause., While wishing their fomilies health ond prosperity, we
enll upon the nation to redouble its endeavors for the achievement
of the ultimate purpose of the present Affair, the construction of
& New Order in East Asla.®
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Japanese 0il Situation - Calendar Year 1838

Reference: MNA/Tokyo Report No. 178-38
Enclosure: Confidential Teble of Detailed Figures.

The following is & summary of the oil situation in Japan
for the year 1938, The detailed figures in barrels, furnished by
& reliable source, are forwarded as an enclosure, These figures
have been converted into tona for this report. For comparison,
the figures for 1937 are included.

Conversion femctors used are as followa:

Fuel oll = 280 gallons equal one ton.
Crude oil = 300 gallons equal one ton.
Diesel oil 320 gallons equal one ton.
Kerosene 330 gallons equal one ton.

230 gallons equal one ton.
B9 A.P.I.)

360 gallons equel one tonm.

304 gallons equal one ton.

Light or gas oil
(Neutral below

Gasoline

Lubricating oil

LI - I I |

l. Domestic Froduction:

1938 1937
(a) Crude:
Japan Proper 342,530 344,000
Formosa 5,241 5,080
Saghalien 150,563 227,800
Kanchuria 148,764 148,800
Totals: 846,907 725,660

Products produced from imported and domestic crude oil:

(b) Fuel and Diesel 0Oil 532,817 543,848
(Converaion factor 280 gal)
(e) Cmsoline 873,022 694,660

(d) Kerosene 247,307 151,880

(e) Light or gas pil 158,489 177,400
(Meutral below 280 A.P.I.)

(f) Lubricating oil 336,714 304,600
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2.

(a)

(b)

(e)

(d)

(e)

orts (Other than Government)

Crude:
{A) Jepan-Korea-Formosa
{B) Dairen
Total
Fuel 0il:

(A) Tepan-Korea-Formosa
(B) Dairen

Total
Diessl 04l:

(&) Tepan-Korea-Formosa

(B) ‘Dairen
Total
Gasoline:
({A) Jepan-Korea-Formosa
(B) Dairen
Total
Kearogens:

(A) Tapan-Korea-Formosa
(B) Dairen

Total
Lubricating 0il:

(&) Tapan-Korea=Formosa
(B) Dairen

Total

Totel of oll Imports:

i~
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19 1937
2,287,092
158,189
2,446,181 2,168,000
288,424
286,424 828,000
872,048
10,081
gaz,109 1,002,000
378,284
85,835
484,119 589,500
56,180
48,594
104,774 136,300
31,224
6,263
27,487 &0,240
eeeee———— = =
4,301,094 4,674,040
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3. Government Imports:

(a) Crude: 1938 1937
United States 1,078,275
Mexico 12,299
Total 1,090,574 482,500
(p) Fuel 0il:
United States B8z ,304 549,500
Dutch East Indlies 49,348 82,250
Total 511,852 431,750
(c] Gasoline:
United States 105,888 33,200
4., Totol Supply (Domestie Production plus Imports, including
Government )*
(8)" Crude 4,183 662 3,360,000
(b) Fuel and Diessl 2,208,304 2,700,000
(Conversion factor 280 gal)
{e) GCasoline 1,443,029 1,318,000
(d) Kerocsene 352,082 289,300
(e) Light oil 158,489 177,600
(f) Lubrieating oil 374,203 363,500
Totals: 8,719,769 8,208,400

* Beged on production end imports of the current ysar 1838,
Stock cerried over from previous term not takem into con-

siderution.

§. Consumption (Other than Government ) **
(a) OCrude (Domestic Production

and Imports) 2,942,725 2,670,000

(b) Fuel and Diesel 01l
(Deliveries) 1,862,515 1,988,000

(Conversion fector 280 gal)
{¢) ©Casoline (Deliveries) 1,028,695 1,138,000
(i) Kerosene (Deliveries) 260,139 263,700
(e} Light oil (Deliveries) 113,955 125,000
(f) Lubriceting oll (Deliveries) 359,511 372,000
Totals: 6,587,540 6,538,700
&, Consumption (Govermment) **

(a) o©rude 1,240,937 690,000
(b) Fuel and Diesel 0il 364,766 461,800
(¢) Gasoline 105,888 39,010
Totals 1,711,591 1,190,810

** Total consumption is based on sotuasl sales and estimated
deliverlies into consumption except for crude, for which
production and import flgures have been token,
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1938 1937
7. Supply over Consumption (inoluding Government):
(a]) Crude none none
{6} Fuel and Diesel Dil (-)18,977 263,870
{e) GCesoline 308,448 141,980
(d) Kerosene 91,943 199,453
(e} Light 04l 44,534 410,820
ir Lubricating 01l 14,692 (=) 8,280
8. MNavy Oil in Storage:***
{a) Crude and Fuel 3,000,000 3,000,000
() Gasoline 300,000 300,000

4% Estimoted,

9. Civilian Companies' Reserve 01l Storage :****

(a) Crude 1,000,000 1,000,000
(b) Fuel 04l 450,000 450,000
(e] Diesel 450,000 450,000
(d) Gasoline 525,000 525,000
e) Kerosene 125,000 170,000
(r Light oils 150,000 200,000
(g Lubricating 0il 100,000 140,000

*¥%% Fatimoted.

According to the American representative of the Assoclated
0il Compeny in Tokyo, the Japanese Government inm July, 1939, was
desirous of purchasing a large smount of grude and fuel oll but were
unable to carry out the plen due to the fmct that all storage spaces
were filled to cepasity. BSince thet time smeller purchases have
been mode to replece oil as it is used .
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(1)

PRTROLEUM STATISTI - YiAR 1938

Barrels of 42 himerican Gallons

Japan Proper Korea Formosa Saghalien Total
Domestic Production:
{(a) crude 2,446,707 - 37,437 1,074,086 3,558,170
{Japenese
production)

(Oaghalien-Soviet Production 2,325,838 Darrels)

Manchuria Grand Total

1,062,600 4,620,770

————

I'redusts produced ip Japen from Jlmported and domestic crude:

(b) Fuanh“d Di-wpe: 2,541,677 400,841 - 2,942,518 609,593 3,552,111
(c¢) Gasoline 6,356,572 568,678 132,727 7,077,977 405,086 7,483,045
() Terosene 1,557,490 262,280 17,301 1,837,161 105,069 ° 1,943,130
(e] Light or Gas 0il 994,840 171,330 9,655 1,175,825 89,4468 1,245,271
I'.'autral]'bnluw 280
R

(f) Lubricating 01l 2,176,644 213,105 3,158 2,302,907 44,267 2,437,174

Totals 13,627,223 1,635,234 162,931 15,426,388 1,234,343 16,660,731

56
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U.S.4. D.B.I. _ Noumanis @dr.dornec Sr.lialaya Persia Eouador Mexico Others Total
(2) Imports (Other then Government):
(e} Crude
(L) Jepan-Korea—
Formoea 15,008,878 766 ,081*% 293,994 108,516 167,520 16,342,798
(8] 1,020,066 109,255 1,120,021
Total 16,027,344 766,081 403,249 108,516 167,520 17,472,719
(b} Fuel 0il
EA% 1,670,872 791,954 2,442,828
B
Total 1,570,872 791,854 2,442,828
{c) Diesel 0il
4) %,9.9,196 1,694,980 8,684,176
B) 52,5:9 2,108 76,657
Total 5,001,745 1,719,088 6,720,833
{d) Gasolina
(A 373,418 1,002,944 208,669 1,857,400 3,858,451
(B e 666,858 36,021 32,858 735,731
Total 1,020,270 1,038,965 208,669 1,690,258 3,978,162
le) Kercsena S E
(&) 2,221 166,375 gve,B22 ﬁ},élﬁ
(B) 362,403 19,405 »B08
Total 364,684 185,780 272,828 B23,226
(f) Lubricating 011
k} 212,766 24 1,083 12,155 226,008
B 45,162 175 25,337
Total 257,928 24 1,063 12,330 271,3.5
Total H 22,215,151 | 2,864,323 | 208,660 1,538,035 | 1,951,265) 293,994 !108,516| 187,520 12,%32 zg.ﬁgg,ngv
Total (B 2,147,832 79,534 J2,858 108,255 o ‘i
onom Tomay, BOMSETET ELUISEST ZOULTED TEWN00T TLUAL.IS 0T YOABIF TR Yr T TToreoT
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I.5.A. D.E.I. PFRoumania Br.3ornec BEr.lelays Persia Epguador Mexico QOthers Total
* Topped Crude included
with Fuel 01l in previocus statement,
(3) CGovernment Imports:
in Crude 7,701,966 B7,849 7,789,815
b) Fuel 0i1 1,677,266 328,990 2,008,256
({e) Gasoline 807,619 907 619
Total 10,286,851 328,990 B7,849 10,703,690
Japan, iorea,
Formosa and Jaghalien Hanchuria Total
(%) Total Supply (Damestic Preduction, Importe, including Government Imports):
{a) Crude 27,690,783 2,192,521 29,883,304
b 1 4 ni 1 011 14,035,776 686 , 250 14,752,086
Ec Gean T 11,228,027 1,110,799 12,368,856
d} Kerosene 2,878,579 <87 ,777 2,766,356
e) Light 011 1,175,825 69, 8 1,8:5,871
f£) Lubricating 011 2,618,915 89,604 2,708,519
Total 51,337,122 2,473,876 33,810,998
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Jonan,; Korea,

Formosa and Saghelien Manchuria Total

(5) Consumption {Other thon Government):
{a) Crude (Domestic Production & Imports) 18,886,092 2,192,521 £1,019,463
(b) Fuel ond Diesel 01l :Delimries] 12,123,875 293,489 12,:16,76%
¢} Gosoline 8,022,662 794,723 8,817,385
d) Kercosene ] 1,508,058 202,696 2,0:3,95:
a) Light 011 - 842,153 53,206 885,359
Lubricating 011 " 2,377,426 284,750 2,602,176
Total 24,974,574 1,801,064 26,775,638

(6) Consumption (Govermment):

{(a) Crude [Imparts only) 8,863,811 8,853,821
{b; Fuel and Diesel 01l [Im;:rnrta only: 2,006,256 425,517 2,431,773
Gasoline P07 ,619 907,818
Total 2,913,875 425,517 3,330,508




Total su;Jj;lI Total Consumption Supply over

Report No. 194-39

ﬁ _8s per (4 as por (5] & (6] ** Consumption
(7) Supply over fonsumption (including Government):

{a) Cruds {ﬁ.] Japan-Korea-Formosa-Saghalien 27,690,783 27,690,783
B) Manchuria (ineluding Deiren) 2,192,521 2,192,521
= _ Totel 29,883,304 29,883,304

{b) Fuel and Diesel 01l ia.] 14,035,776 14,129,531 (-] 92,755

B) ___ 686,250 719,006 -} 32,758

Total 14,722,026 14,848,537 (-)128,511

{e) Gasoline [gz Di,%aa,nz'; 8,930,281 2,207,746

40,79

Total 12,760,825 §,725,004 2,643,822

{d) Kercsene () 2,278,579 1,609,058 669,521

(B) 487,777 434,898 52,881

Total 2,766,396 2,043,954 722,402

(e) Light 01l {Li 1,175,825 842,153 333,672

B __ 69,448 53,206 16,240

Total 1,245,871 895,359 349,912

{f) Lubricoting 01l ui 2,618,915 2,377,428 241,489

(B . B6,604 — 224,750 f=]135,140

Totol 2,708,519 2,602,176 106,343

Total - Jepan-Koreo-Formosa-Saghalien 51,337,122 27,888,449 3,448,573

Totol — Manchuric (insluding Deiren) 2,473,878 2,286,581 247,205

Totel 33,810,998 30,115,030 3,695,968

e mm ——
Hotes: * Totol Supply Based on production and imports of the ourrent year 1938, os per (4]).

Stock carried over from previous term not token into consideration.

** Total Consumption Brsed on aotual s:les % estimated deliveries into consumption except for
Grude for which we have token production ond import figures, ns per (5) cnd (B).
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Report No, 185
Japan
September 12, 1939

GENERAL INTELLIGENCE SUMMARY - PART IIT
FINANCE, INDUSTRY, COMMERCE.

The "China Incident" has placed a great strain on Japan's
financlal and economic structure, but at the iana time it has agdad
great impetus to the internal in&untrinl reorganization of the coun-
try which has been stressed by the armed services - that 1s, the
chaaging of Japan from a "land of silk and cotton to a land of iron
and steel". Under presant conditions, the Japanese Government
through the National Mobilization Act has direct and complets control
of ell phases of Japan's economic life, and can do almost anything
from conseripting capital to conseripting labor. That is, under
the Natlcnal General Mobilizaetion Law and the Material Hobilization
Plen, the Government has control over the commodity and personal re-
scurces of the entire nation, including the right to draft all sub-
jeets for mobllizetion enterprises, to establish regulations govern-
ing the use of labor, establish working hours and wage rates, res-
trict or prohibit the importation and exportation of oods, raise
or lower import and export duties, expropriate commodities, control
cepital investments and dividends, regulate disposition of business
profits, restrict the establishment of new industrial enterprises,
fix prices for transportation, restrict or prohibit the publication
of news, provide for the training of technicians and workers, mnd
grant subsidies to the producers of articles and commodities required
for netional defenase.

400 = Economic Forces

After more than two years of hostilities the Covernment
has evolved and has put into effect various plans designed to ensble
Japan to bring the incident to a successful conclusion. It remains
to be seen whether these plans are reslly effective eand in the mean-
time Japan now finds herself faced with a new situation brought about
by the hostilitles in Europe. That situation is in brief that Japan
will probably be cut off from her major sources of supply of essential
war and peace time materials - except for the United States, On the
other hand, it appears probeble that she will benefit by an increased
demand for certain peace time manufectured goods in belligerent and
neutral countries as well as increased demand for shipping. In this
connectlon it is desired to point out that this new situation may have
fer reaching effects on the future of Japan's relations with the Uni-
ted States. The United States must necessarily become Jepan's only
certaln source of raw cotton, wood pulp, iron and steel, oil, machin-
ery and other industriol equipment, non-ferrous metals and those
chemicals whioh have been ilmported from Germany and Great Britain in
the past. If the United States refuses to ratify a new treaty of
Commerce and Mavigotion, or if, due to Japan's refusal to modify
her policles in China the United States were to place an embargo on
exports to Japan, the Japanese industrial expansion program for the
¥er block countries would break down and even the present productivae
capacity would be seriously curtalled. Japan must make certain
definite and drastic chenges in her foreign as well as her economio
policies., It 1s still too early to predict what these will be but
the following is a brief summary of the commerciel and economio
conditions &s they are at the present time,

FINANCE:

The total outstanding national debt of Japen at the end
of June was ¥18,445;452,000 of which ¥17,187,659,000 were domestic
losns ond ¥1,277,793,000 weras foreign obligeations. The domestic
debt hes inoressed ¥7,860,498,000 since July 7, 1937, and further
incresses amounting to approximately IB,GDG.OG&,QOQ can be sxpected
during the fisccl year ending 31 March 1940 due to the lssuance of
national bonds to cover future costs of the China incident. Most

Report No. 185-3%9
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of the bonds which have been issued have been absorbed by the
various benks and the Government Deposit Buresu - although elmost
¥1,000,000,000 have been sold direct to the public through the Post
Officea. Under the present conditions there appears to be no reason
why the bonds to be issued in the future should not be mbsorbed as
readily as those which have already been issued.

There hos been a great increase in amounts deposited in
Postal Savirgs and in the various banks throughout the country. The
Goverrment sponsored thrift campalgns, and the campalgn to sell
privotely owned gold to the government heve had considerable sue-
csgs, The Jopanese people have alreedy shown o greet capacity to
scve money and to economize end it is probeble that they are capable
of making even grecter efforts in the future should it bescome neces-
BATY .

The money market in Japan during the first half of the
present year has been easy and with the assurence of increased
government expenditures and payments and with larger benk resources
and deposits there appears to be no reason to expect eny change.
Also the value of securities and bill clearings continue to increase.
Forelgn exchange which had been held steady for months has dropped
.along with the English pound, but it is probable that if any further

&ldrup takes place the yen #ili be linked with the dollar. There is

Jﬁrﬂ.‘nu reason to expect any great change in the foreign exchange walue

7a

of the yen unless unforeseen events take plece in Japan's inter-
national relations,

Japaneae private business and financiel leaders are natur-
8lly exercising great care end caution in their trensactions due to
government control of all of their sctivities as well as to the un-
settled state of world affairs. The fallure of the recent Anglo-
Japansse negotlations over economic issues in China, the renewed
tension with Soviet Rusaia, and finally the outbreak of war in
Furope have all tended to add to the uneasiness prevalling in Japan.
This condition will continue until Jepanese business has had time
to ad just itself to the new situation, and untll Jepan makes more of
& success of her continental venture.

INDUSTRY :

Japan's industry is subordinated almost entirely to the
production of basic commodities required for national defense and
for carrylng on the hostilities in China. All other commodities
are subjeot to rigld restrictions and even the production of export
items is curtailed if there is any conflict with military needs. As
yet there is no great hardship to the general publie through pro-
duction curtailment of goods for general consumption but there is
plenty of evidence that 1f the three year expansion program recently
announced by the Cabinet Planning Board is carrled through the
general public will begin to suffer.

The general plan for industrial expansion as it exists at
present, is to make Japan, Manchoukuo and North China independent of
foreign sources of supply for basic commodities - that 1s, iromn and
steel materials, non-ferrous metals, gasoline and heavy nils, chemi-
cals, pulp, machine tools, rolling stock, motor vehicles and wool -
by the spring of 1942. This plan naturally calls for great expansion
in the industrial capacity of the three areas concerned and also
greatly intensified exploitation of the natural resources of Man-
choukuo end North China, As announced, the plan calls for the fol-
lowing percentage increase in the productlon of varlous basic com=-

modities:

Ordinary steel ST a0%
Special steel s 100%
Steal ingots - ]
Fig Iron 100%
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Iron ore 150%
Coal
Aluminum "Several 100%"
Megnesaium 1000%
Copper
Lead 0%
Tin 100%
Zine 70%
Gasoline

Natural a0%
Artificial 800%
Heavy 01l
Natural 40%
Artificial 2900%
Alnohol 1200%
Scda 20%
Caustic soda 40%
Industrial salt 65%
Sulphate of Ammonium S50%
Pulp for Paper 20%
Pulp for Rayon 220%
Gold 20%
Machine tools 100%
Railwey rolling stock
Locomotives 30%
Passenger cers 70%
Freight cars 50%
Automobiles 400%
Wool 240%

In order to finance this expension, all available Japanese
cepital is to be reserved for these so-called vital projects, and
capital for all "non-emergency” industries is to be eliminated., It
is well known that Japan is having considerable difficulty in ob-
taining sufficient capital for all of these enterprises, but govern-
ment cirocles appear confident that funds will become available when
needed. Another great source of worry to the government agencles
charged with the expansion program is the shortage of labor. Stepa
heve been taken and plans drawn up to mobilize mil availeble labor
resources and to train techniciens but even with these efforts there
is a lebor shortege in many industries - especially of efficient
loobr. The labor shortage in Manchukuo and North China is even more
acute than it is in Japaen.

The success of these ambitious plens depends therefore on
8 number of very uncertain and unknown factors = unknown because the
Japaness Government has made it almost imposaible for any one not
connected with the government to learn the true state of Japanese
industry, by placing the Military Secrets Law into effect. Perhaps,
however, the best summary of Jepan's industrisl position at the
present cen be given by ¢iting the faet there hes been, in the last
two years a 10% increase in normal peace time goods production and
an increase of approximately 40% in production of heevy industries
and munitions.

COMMERCE :

Japanese trade statistics for recent months should be di-
vided into two groupings - trade within the Yon-bloc, and trade with
non-yen-bloe countries. For the firat seven months of the present
year, significent figures in regerd to Japan's trede are as follows:

Imports from non-yen-bloc countries ¥1,308,033,743
Exports to non-yenebloc countries 877,737,055
Unfavoreble balance ¥ 431,195,688
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Of the above non-yen-bloo trade of the impo
from the United States and 30% of the -xpérzgiwunt to the 5::t:=h‘
Statea, If trade with yen bloc countries (Manchoukuo and North
Chipa) is included, Japan has a Envugghén balance of over
¥200,000,000, but trade within the yen bloc does very little to
assist in boletering Jeapan's international accounts.

Japan's forelgn trade will of necessity be considerably
influenced by the war in Europe. Already plans to make barter
arrangements with verious countries are being studied in order to
try to assure supplies of raw cotton, wool, oll, iron ore, crude
rubber. MNew markets for Japanese fin!shed goods are being sought
ir Central and South Americe and elsewhere, GCovernment plans to
assist "small and medium sized" manufacturers are being made, in
order that they can recover, to some extent, the losses that they
sustained since the outbreak of the China Incident.

G

Japan's economic structure must, of neceasity, continue

to be gulded by the same general principles that have been in effect
the last two years - that is, she must continue to devote her efforts
to supplying her armies on the centinent and in bullding up the
munitions and heavy industries for possible greater efforts im the
future. Major revisions must be made, however, to meet the new
situation caused by the European war. It is impossible to state at
this time what revisions will be found necessary, becauss this de-
pends to a great extent on moves by the United States and European
countries., It scems certain, however, that Japan will in the

future endeavor to:

{a) Maintain the external velue of the yen at its present
rate;

{b) Continue or even intensify the present economlc con-
trol measures;

{e) Prevent the advance of commodity prices as much as
possible;

{d) Keep money rates low in order to allow national bonds
to be absorbed readily;

{e) Keep Japan's heavy industries and export commodity
menufactures well supplied with rew materials and change naticnal
policies as necessary to insure this;

(f) Inorease general exports to non-yen-bloc countries in
order to insure en increased supply of forelgn exchange.

Report No. 195-39.
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crfficlal summary of the total number and tonnage of
Japanese nmerchant vessels., Jupan has 1,121 vessels {‘*."!11“ 4,000
tons and is well preparsd for the shipping teoom which 1s ex-
pected to result from the Suropean war.

- ﬂlh%lu ="® i |00 | 2] ,,.';_Pu Moo, | Ond 100 CAR | Bage | Dbk |as |iern | B2 10

S A e R Y o Ml - o e S
T T e R T o, MO BT DT e

B L BEEERRSEET Seatiad SPTEE b




—_—
[ X

Report No. 197

Japan 500 = Commercial
September 12, 1937 505 - Merchant Marine

Merchant Vessels Rpgistered in Jepan on June 30, 1839

Ascording to statlistics made public by the Communicctions
Ministry, the number and tonnage of merchant vessels reglstered in
Jepun on June 30, 1939, are as follows:

Humber of Groas Reglstered
_Ships Tons Tonnage
20 - 99 tons 1,919 87,694 41,083
100 - 299 tons 545 99,849 50,088
300 - 499 tonse 211 B2,792 44,875
500 = 999 tons 233 172,885 100,057
1,000 - 1,999 tons 242 358,258 211,908
2,000 - 2,999 tons 184 453,530 272,850
3,000 - 3,999 tonas 151 510,207 305,199
4,000 - 4,999 tona 129 877,757 388,030
5,000 - 5,999 tons 149 882,450 587,296
6,000 - 6,999 tons 99 a52,043 419,905
7,000 = 7,999 tons 61 445,115 275,889
8,000 - 6,099 tocs a7 315,871 197,720
9,000 - 9,999 tona 27 BET 151 155,438
10,000 and over 32 402,420 254,811
Totals: 4,029 5,205,082 3,282,559
Total - 1,000 tons
and over 1,121 4,852,802 3,047,046
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£, New routes.
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Japa3 1000 - Avietion
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Civil Aviation Progress 1929-1939

1., Importance of Civil Alrways Recognized,

Tone importance of civil avlation is incressing in Japan, es
in other countries, not only as a means of high-speed transportation,
but as & reserve force for national defense, which is highly signifi-
oant at this time of unprecedented change in ¥ast Asia and interna-
tional political and military strife.

With the establishment of a sound natiohal poliecy for air
transportation and the aviation industry becoming urgent, the Depart-
ment of Communicaticns has adgpted a new poliocy for the readjustment
and development of civil aviation and the development and extenslon
of alr routes in East Asia along the following lines:

(1) Establishing and extending both domestic and international
air routes,

(2) Strengthening the airplane manufscturing industry.
[a Training civilian aviators and mechanica,
4) Conmstruotion and extension of facllitles for aviation.

2. New Routes.

In the autumn of 1922 the Japan Aerial Transport Institute
inaugurated the first air service in Japan between the city of Sakai,
near Osake, and the Island of Shikoku, in the Inlond Sea. Hydroplanes
weare used, But it was not until 1929 that commercial alr transporta-
tion worthy of the name was established by the Japan Alr Transport
Company with a line connecting Tokyoc, Oseke and Fukuoka, and later
between Fukuoke and Dairen,

Combined efforts of the Government and private enterprises
during the 10 years that followed heve brought tremendous improve-
ments to civil aviation in Japan. Airways today virtually cover the
Empire. Japen and Manchoukuo are connected and regular lines operote
between Tokyo and Deiren, Fukuoka and Taihoku, Tokyo and Sapporo,
and Tokyo and Hsinking. Last October, Tokyo and Peking were linked,
as were Fukuoka and Nanking, to meet the acute damand for speedy
communicetions between Jopan and the ocoupled areas in Chine, With
the ineuguration of amerisl service to the Aslatlec mainland, & new
apoch was born in the annals of Japanese aviation., E:rly this yeer,
glant seaplanes went into service between Tokyo end Palao, thereby
shortening the distence between Japan and the South Sea Mandated Is-
lands from & two-weak voyage to a two-day flight and loying & step-
ping stone for the future extension of Jepanese air routes to Aus-
tralia, our great southern neighbor, end the islands of the Pacifie.

The totcl mileage of airlines in Jepan passed the 19,000
kilometer mark this yeer. The number of passengers and the volume
of goods carricd by air have increased accordingly.

The development of alr services operrted by the Japan Air
Trensport Company (now the Jepon Airways Compeny) during the 10 yeurs
of its existence is traced cu the_attached table, Appendix A.

The company operated a total of nine eir routes in 1939,
adding four more in 1937 and still two more in 1938. The lines ex-
isting in 1938 end the subsequent extensions are as follows:

{April 1938 to March 1937)

Tokyo- Dalren, Osaka-Shanghal, Fukuoka-Taihoku, Tokyo-
Niigeta, Tokyo-Toyama-Osaka, Osaka-Matsue, Osaka-FKochi, Talhoku-
Takao and Talhoku-Karenko.
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(April 1937 to March 1938)

Tokyo-Dairen, Fukuoke-Talhoku, Tokyo-Niigata, Tokyoc-
Toyame-Oseka, Osaka-Vatsue, Oseka-Koohi, Taihoku-Teinan, Talhoku-
Karerko, Tainan-Bako, Tokyo-Sapporo, Tokyo-Hsinking, xuiJoESaaull-
Dairen, and Tokyo-Negoya-Osakao.

(April 1938 to March 1939)

Taihoku-Tainan and Taihoku-Kerenko services in Formosa wers
added to the new Round Island Route and new routes wers opened be-
tweon Tokyo and Peking, Fukuoka snd Nenking and Keijo eand Selshin,

Tha above table reveals that the length of airlines opera-
ted by the Jepan Airwaeys Company today are six times the length of
routes existing during the first year of the company's existance 10
years £go; the number of passengers carried have inoreased by 25 times;
the volume of goods heuled hes been multiplied by 120, and malil matter
gonveyed has lnoreased 95 times.

With the uncxpected spread of the Chine Affair to ite
present mognitude, embracing the length and breadth of China, and
the consequent advence of economiec recomstruction in East AB{H it
hes become of peramount importence to promote avlatlon on the Aslatio
Continent through the systematic extension, unificstion and cont .ol
of the oir routes over the three sister countries of Japan, Manchou-
kuo and China.

With the expension of the Chinese areas under Japanese in-
fluence forelgn avktion comperles such as the China National Avia-
tion Corporation, backed by Americen interests, and the Germen
Furasia Avietlon Corporation have been obliged to narrow thelr runge
of operetion,

The Chine Aviction Company wes esteblished under Joint
Shinese end Jepanece cepitalization in December, 1938, with the for-
mer Huitung Company a&s its nueleus. Two months before, the Jepan
Airways Compeny hed opcned new routes to Chine, as mentloned above.
Megsures now are pending for inoreasing the cepitelization and ex-
panding the fsoilities of the new Chine ivictlon Company.

3. Difrioulties Encountered,

Despitc the noteworthy progress of the past few years,
the managoment of avietion companies hes encountered difficulties
such as Fuge expenditures for costly plames, equipment and fuel,
meking it hard to carry on business with profits. TYet in view of
the importance of eviation in the naticnal progress of Japen, es-
pecialiy at this moment, it must be pushed to even greater develop-
ment, Cocnsequently, full recognition hes been given the necessity
of national measures %o promote civil avietion, which hitherto has
been left in the hends of private enterpriscs. The establishment of
B netional corporstion called the Jepen Alrweys Compeny (Dai Nippon
Koku Kebushiki Keishs) through the merger of the Jepan Alr Trensport
Company and the International Air Trensportation Company, hes becn
the first step in this direction,

The Government early this yeer subtmitted the Bill for th:
Estoblishment of the Japan Airweys Compeny to the 74th session of the
Imperinl Diet., Following its ensctment, the Japan Airways Company
Low was promulgated in April and wes put into force in Kay 1939, Under
provisions of the Law, the present cecpitalization of the sompany
whish is 25,500,000 yen will be increased to 1,000,000,000 yen. As 8
netionol corporction, it will be put under the protection and direct
sortrol of the Govermment, und mot cnly will monopolize the alr trens-
portetion of Japan but clso will concern itself with the finencing
and development of aviestion companies on the Asistlo Lontinent, in-
eiuding the Venchoukuo heroneuticel Compeny, & nctional corporation
of Yanohoukuo end the China .wistlon Company.
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The Japan Airways Company's expansion program envisages
the improvament and strengthening of air transportation facilitles
for tae existing Tokyo-Heinking line, the insuguration of & new
Tokyo-lininking diregt line, stabilization of the new service between
Japan ann tie South Sea Mandated Islands, and the establishment of &
Jepan-Scuth China route, The future linking of Japan with American
and European countries also is being considered,

4. Encouracement of the Aircraft Industiry.

“he airoraft manufecturing industry has not kept abreast
of the progress made by other Powers, Improvement in the technique
of elroreft manufacture, enlargement or the productive capacity of
siroraft factorles and improved training for specialists and mechaenics
are keenly demanded in order to ralse the standards of the industry
in Jepan to the level of those in the most advanced countries. In
order that a greater supply of superior airoraft may be manufactured
without excessive cost, the Aireraft Manufacturing Industry Law was
promulgeted lest year, Under its provisions, the Government is au-
thorized to glve proper protection and encouragement to aireraft
m:pufacturers, at the same time effecting systematic control over

them.

The Alreraft Manufecturing Industry Law prescribes a
license systen. for the manufacture of ailreraft, englnes and propellers
designed to prevent an excessive increase in competitive factoriles, :
It also cuthorizes the Government to award various privileges and
protactive memsures to these manufacturers, and includes several
State orders nccessary for national defense and public interest, At
present £ total of 14 companies are authorized to make aireraft and
acceseories thereof under the Law. But the productive power of these
companics i9 fer short of the present and prospective demand. There-
fore, to assure the attaimnment of the proposed program for the deve-
lopment of aviation, effective measures must be worked out immediate-
ly for the expansion of production facllities in existing factorles
and to sncourage the establlishment of new companies,

The China Affeir hes given great impetus to eireraft manu-
faoturing in the country. The industry hes been handicapped from
the start to a gertaln extent, however, and i1s not yet totally inde-
pendent of the influence of Westerr countries. The types of alrplanes
end engines mostly follow forelgn riodels and many of them are manu-
feotured under forelgn patents, irvolving the payment of large
royalties to patent holders abroad. The present ability of Jepanese
direraft manufacturers and the productive capacisy of their factories
are somewhat insufficient to meet the ever-inoreasing demand for
superior planes in great numbers.

5. Research Efforts.

Established in Japan at present are the Army Aeronautical
Institute, the Naval Aviation Arsenal and the Aeronautical Institute,
Tokyo Imperial University, for research and investigation in the
special sclence and practical art of avietion. These institutes are
making wveluable contributisns to their respective spheres of activity.
But there as yet has been no institution specially established for
soientifio research, both fundamentel and practical, to lay techni-
cal foundations for the eircraft manufacturing industry.

The Committee for the Establishment of a Central Aero-
asutical Institute, therefore, has been organized, including as its
members competent authorities and experts ineviation manufacture. In
iccordence with the final recommendations of the Commission, the
Sovernment has decided to establish the Central Aeronautical Tneti-
tute, to carry out an cxhaustive five-year research program at the
eost of ¥50,000,000. The Institute came into being om 1 April 1939
a8 an establishment undor the jurisdiction of the Department of Com-
runigations., The Institute at present is concerned with investigatior
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looking toward {a) the manufecture of h-speed alroraft, (b) large-
sized passcnger planes, and (o) the possibility of grnnter production
of superior airplanes. The installation of all equipment necessary
or such thorough and specislized research is now being carried out.

6. Aviation Training,

Bqually important as program for roving the aireraft
nanufacturing industry is the nesd for prupu:ngrninggg of aviators
and mechanies., Skilled flying personnel is required for the sound
development of civil air trensportation and for reserve defenss re-
quirements, Hitherto the work of the Board of Aviation in training
pilots and mechanics has been rether lax, and only a small number of
young men wag sent to military schools for training as pilots and
mechanics, But the sxecution of the proposed program for the develop-
ment of civil aviation in Japan requires the institution of & funda-
mental measure for better and more thorough training of more future
eviators. To oarry out this part of the program, the Covernment has
established central end local institutes which are under the direct
management of the Board of Avietion. In these institutions, young
men will be tralned thoroughly as pilots and mechnics, the number of
students being restricted to the actual need for the year, so there
will be no graduates ocut of work. At the same time, a fixed number
of ecivilian aviators and mechanics will be held in reserve for times
of emergency.

The local treining institutes will be established at five
importent points in Japan proper during the 1838-39 fiscal year and
in five more plmces in the 1930-40 fiscal year., Additional schools
will be esteblished as nesded. Students will be treined under courses
of study similar to those in the class A technicel schoola. They will
be grudusted either as pilots, mechanics or technlcians, to enter
iireetly into cormercial avhtion or the airoraft menufecturing indus-
try and as a reserve force for natlonel defense,

The Certral Institute for Avistors will be estoblished at
¥atsudo, Chiba Prefecture for the purpose of training imstructors for
the local instituses, Fifty gredustes of the locel institutes will bu
salected annually to finish their training in the central institute.
The institute will beg!in to function normally in 1940 following two
years of preparetion. As it is self-evident thet several years will
pasa before the first students are grrduated from this imstitute,
training will continue in existing orgens to supply the lmmediate nead
for' aviation personnel,

7. Improvement end Extensicn of Aviption Feoilities.

Proper alrport equipment, mechanical flying aide and sefety
devises naturally ere indispensable requisités for the smooth operatier
of regular air lines. For instance, the improvement of weather obser-
vetion and radi> facilitles is most important for the enhancement of
safety and gulding pilots during stormy weather. The role played by
the wireless in aviation is far more importent than most people ima-
gine, To eneble avietors to follow an accurate course safely through
darkness, rain and fog when visibility is reduced to inches, sensitive
gauges and indicators in the planes, radlo beams, light beacons slong
the route and speciel devices to faciiitate blind landings must work
together with hairline precision. The full installation of such equip-
ment 18 indispensable. As night flying is essential to perfect the
syatem of speedy transportation and communicaticn, all routes to be
covered at night must have beacons along the way as well as neon land-
marks, signs to mark otstacles, lighted weathar-vanes, searchlights ura
well-11luminated airports. Emergency landing flelds between regular
tirports also are neceseary.

For the installation of the facilitles, the Covernment has
exercised all possible efforts in recent years and such equipment on
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the mein eir routes in Japan proper now are nearly adequate, so far as
the present need is concerned. However, such equipment 18 not suf-
ficlent to cope with the situation created by the speeding up of flight
nd the appearcnce of huge transport planes., Seversl landing fields
more then 1,000 meters in length ere to be prepared for large passenger
planes. Reguler airports ere to be sxtended in erea to 300,000 tsubo.
The Government this year begen the work of enlarging Gennosu Airport

“t Fukuoke, which serves es & hub for flights connecting Jepan, Chosen,
senchoukuo and Chipa, At the same time, the improvement of the Haneda
Internctionel Alrport in Tokyo and the construction of the new Suna-
mechl cirdrome ere being cerried on. Authorities clso ere contem-
Plating the construction of & number of new flying fields,
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TWCIOM AT OF AN S HVICE Y TICI JAPAT ATR TR MUPORT

U0 DAY,  1929-1939

A

Year Length  "'umber
ApTil %o of Route of
tiarch {In km) Flights
1529-30 2,975 2,958
1930-31 2,575 4,454
1951-32 2,575 4,867
1932-33 2,575 5,501
1933-0-. 2,575 5,22.
193.-35 2,618 §5,8:0
1935-36 4,228 5,86
1936-37 6,925 9,205
1937-38 10,308 13,270
1838=-39 15,305 17,144

Distance rossengers
of Tlipghts Aggro’ ate
{In k.m.) Humbor Distance
1,020,300 2,785 1,01-:,6810
1,670,900 7,6.2  2,B6%,860
1,753,230 6,766 2,317,615
1,744,105 10,716 3,178,398
1,715,-.00 10,992  $,180,:95
1,685,008 12,187 9,252, 2.8
1,835,056 10,888 2,876,452
2,056,262 18,955 | 6,203,857
5,135,3&5 47,342 17,012,760
6,209,873 69,288 52,490,937

Goods lail l'ntter
Volume Ton- Volume Ton-
{In kg) kilemcter (In kg)  kilometer
2, ok 1,029 B,59: 3,53
8,860 3,614 85,065 9,063
3,414 11,618 40,871 14,153
28,510 9,539 3,950  29,59:
£28,0:9 9,5l 219,560 66,1
59,023 17,026 197,199 55,857
67,.97 19,567 263,960 80,627
80,116 26,85 354,041 120,39
2.8,607 122,050 591,158 242,421
297,007 178,441 819,861 419,163
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Ispeness Capital Shipwullding Frogrem

Japan now has sight ital ships builai in Naw ards.
Thess inalude; - ’ o 2

four 40,000 ton vessels to be sompleted in 1941
four 43,000 ton vessels to be somplated in 1944

iAll of these vesssla earry twalve lé-insh gunas,
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Jepanase cqpitgé §h1phuildigg Program

The following information in regard to Jananese capital
shipbuilding progrem is believed to be reliable., It was obtained in
conversstions extending over & period of several months with various
Japanese naval officers, and from other sources, principally other
navel attaches. While certain details of this 1nrormnt¥un may be
in error it is considered that the marcin of error is small. It is
hoped that sdditional information on tils subject can bé obtained in
the near future.

The Third and Fourth Replenlshment Programs, covering the
periods 1939-41 and 1939-44 respectively, provide for & total of
¥1,757,880,000 for the construction of vesssls, To these amounts
heve been added funds estimated to exceed ¥500,000,000 oripinally
intended for the China Incident but which hava not been usad for that
purpose. Approximately helf of this total, that is roughly
¥1,200,000,000 is being used to construct capital ships.

It was the originel intention of the Japanese Favy to
tuild only four capital ships of 40,000 tons mounting twelve: 18-inch
guns, and funds to begin the construction of these vessels were pro-
vided in the Third Replenishment Program. All four ships were laid
down early in 1937, to be completed in 1940-41, It is understood,
however, that due to verious delays these vessels will mot he ready
untll the summer of 1941, Later, under the Fourth Replenishmeant
Frogram the total capitsl ship construction was incremsed to eight
vessels, These four additional vessels ar: of approximately 43,000
taons and also mount twelve lé-inch puna,

The four ships building under the Third Program have the
Tfollowing charecteristica:

Tonnage: 40,000 (Approximately)
Armament: Twalve lé-inch in four triple turrets
Sreed: 2E Kmots lapproximately)

These vessals are under construction et the following

ards:
¥ 1l at Yokosuka

£ at Hure
1l at Saseho
All of the ebove vessels have been leunched and are to be completed

n 194l. ;
The four capitel ships bullding under the Fourth Program

have the following characteristics:

Tonnage: 43,000 |approximetely)

Armament: Twelve lé-inch in four triple turrets
——pBpeed: 30 knots (approximetely)

All four of these vessels have been laid down during the summer of
1939 at the followlng yards:

1l at Yokosuka
2 at Kure
- 1 at Sesebo

It is expected to complete these vessels in 1943-44.

It will be noted that eccording to this information all
of the above capital ships are being built in navy ynrds. Reports
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have beaen received from verious sources that capitel ships were
also under construction &t Mitsubishi in Negaseki end et Kewasaki
in Kobe. It is believed that these reports are in error and that
Vitsubishi is building two cruisers of approximetely 15,000 tons
while Kawescki is building e large cerrier of 20-25,000 tons.
Subsequent reports in regerd to this end other aspects of tho
Jepanese building progrem will be submitted in the near future.
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Hevised Sumary of Japsness Navel Aviation = 1 November 1938,

This ooncise, suthoritetive summary of Jepanese
Newal Avietion sctivities, afloat and ashors, in Jepen proper
and her farflung outposts, presents a olear plcture of Eur alr
strength, in first line planes, as of 1 November 1939,
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Report No. 258,  JYNEEENE 1000 = Aviation,
Tepan. 1002 - Organization.
December 1 1939 500 - Air strength.

Revised Summary of Japaness Naval Aviation - 1 November 1938,

A. SHORE DASED AIRPLANES:

Squad-:FPlanes: Types

rons
l., Japan Proper - Naval Zgr Otatlons
¥Dﬁnﬂukl Y& 2 8q.97-TB,2 sq.97 S8F,
DB

2 BQ. =
Furs E E4__ 1 8q i; é, T sq 97 S8F
Bagol, 7 44 1 8 3 w5 B
Jmura [ a 8] 2 B
Tatoyema [ (1] %s E;Eug;l [l
Eueff ! 40 sq 83, Ia 8 =
sminatn ] 18 1T 8q o8 B
Meizuru i — B 1 s EE'I__
ancrya ) TE_‘T'B‘L.!E? 1 &g 97-B,2 8g DB
Llanrazy & B - J
Y kolLama R L ‘awanla —engline
“huira —F & 1B =
ud>mari F 3
Toke Hiwa 3 2 ld Pat,
Usa f & B35
Totals 2 I&E
2, Formosa
TaThoku 1 lz2 07 B
Tako i 18I 8q 97 B, L 60, BOF
Tilica: 4 i85 2 84, 97 ﬁ, T 85. oOF
(] '?ﬂ
3s China
slngtao ) 12 £ sq 95 8aF, 8q 82 TB
Helnan 4 2 2 sq 97 B, 2 8q
Guichow & 9 o3
Conton E] 98 2 s8q »6 B,F Bgq 96 F;I B8q DOLC
Hankcw 2 60 3 sg 97 B, agq
Anking i 4 Z 8sq 97 B, 1 8 OOF
i 189
4, Eouth Seas
arshall Islands,
Jaluit £ PAT
5. Othera
al 1 & PAT
Fyolwn 1 §  PAT
2 15
Total shorebased alrplaneB...ssessssnsassssnsssnssss BBE
k. FIEET BASED AIRCRAPT
T B Rt Eygil SDB T8 Total
l. Carriers
Akagl 15 (*15) 15 30 (*38) 60 (*40
Kega 15 (*1e; 15 (*1s8 30 80 (*30
Ryujo 9 (*6s8 bt -] 30 (*1e 39 (*30
Hosho 15 (*1l2 15 (* B 30 (*20
Siryu 30 (*1z g'la 1z (*12 42 (*42
Hiryu 15 *12! 15 (*18 12 (*12) 42 (*42
Shokaku 15 (*12) 15 (*1a 30 (*18 80 (*48

(squadrons formed, ship not operating yet)

Zuilkeku (launched 11/27/39)

Totel earrier based aireraft - 333 (*260)

* - British Air Ministry estimate seen by Asst, Naval Attache
for Air. d

; Repart No. 258,



.

am— -2 -

Mutsu

Eeruna

Kirishimn

Yamashira

Fuso

Kongo

Hyuga

Iae

Hiyei
Total

Scout Seaplunes

illlllll|||...'

L 0 04 04 04 £A 04 04 A A

[+

3, Crulsers
shigera
Haguro
kyoko
Huochil
Takao
Atogo
Chokai
Hcya
Mogomi
Kikuma
SUZUyeR
Kumano
Chikuma
Tone
Kinugase
Aobae
Furuteka
Eako
oL
Kiso
Toama
Kitopami
Eumn
Nagere
Smnll erulsers 11
Total B7 (*a7)
* _ British estimate.

Scout seaplanes

(+e

D3 03 03 03 50 DO 1O DO 10 08 b b sl b e b o o B B b

4, Alreraoft Tenders

Remol a *3
Notoru a *g
Chitose 14 *la
Chiyodo 14 16
¥izuho 18 (*20
Kemikaws 10
Kinugasa 10
Kagu 10

Two others nome
unknown (10 ecech)] 20
¥ - g:?%%uh information - no estimate, ms they have ths
murking of every plcne end know dltiﬂitely type and
number. We therefore asocept their information os

agorract.
5+ Hubmerines
I-6
f, Submarine tenders
BUTURLZ
Tekasokl
Jingel
Chogel

Tuigel
total

ol @ e
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C+ RECAPITULATION

orebese 686

leet Based “
orriers 333

Bottleships 30

Crulsars a7

Alroreft tenders g0

Submarines 2

Submerine tenders ] 6551

Grend total - Navy 1237 = first line,

The above summary is an sccurate survey of the first lins
planes of the Jcpenese Nevy. It does not include the training
plenes st tralning centers, These number about 400,

The British Alr Ministry estimates were seen by the
Assistent Navel Atteche for Air, It was noted that the entire
rescurces of the British intelligence service was used in the
complletion of thelr summory, The totals reeched by our
estimetes and theirs differed by a few plones,

Abbreviations used:

8g = aquadron.

™ = torpedo-bomber

DB = dive bomber

55F single seater fighter
B - bomber (scout)

85 - sgout seoplene

97 - type 97 (1937 first production model)
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Agoomiing to information whieh has besn ressived,
Jagsness ships are from BelO% fasrter than has been balisved.
iI% should be noted that if this information is sorrest, the
Japunsss battle line bas s spesd of ES kuots,
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Report No. 7
Japan C 900 = Navy

i
January 16, 193 ! #l2 - Ships

Speeds of Japanese laval Vessels

The following information in reperd to the speeds of
verious types of Jepanese vessels wag obtained from & source which
is belleved to be reliamble. 1t will be noted that on an averego
the speeds of vessels given are between 54 and 10% in excess of
announced speeda, There appears to be no way in which this informa-
ticn can be verified in Tokyo at the present time.

CAPITAL SHIPS:

Nama Published Speed Actual Speed
NUTSU 23 25
HAGATO 23 25
ISE 23 25
HYUCA 23 25
FUSO 22.5 25
YAMASHIRC 22.5 25
KONGO 26 28
HARUNA 26 28
KIRISHIMA 26 28
*HIEI 7 2a 7

* Reported as having been rearmed and resdy for war service.
AIBCRAFT CARRIERS:
Hame Published Speed Acotual Speed
SORYU 35 33
ZIRYU 30 33
RYUJO BS 2B
KAGA B3 25
AEACT 28 5 S0
HOSHO 25 28
HEAVY CRUISERS:
ame Published Speed Actual Speed
ATLETD 33 35
TAKAD 33 35
CFOKAL 33 as
MAYA . 33 3B
FACET 33 35
IYOKO 33 35
ASHICARA 33 35
HACULD 33 35
KIRUCAZA 3 =6
ADBA o33 36
KA¥D 33 36
FURUTAKA 33 36
LIGHT CRUISERS:
Name FPublished Speed Actual Speed
KIKUMA 33 38
LOCAKT 33 368
SLZUYA 33 38
KUMANS 33 38
TOKE a3 38
CFIZUMA 33 38
JINTSU 33 35
IAYA 33 a5
SENDAI 33 35
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E@ RUISERS (continued):

Hame Puhl;uhn Speed Actual Speed

1SUZU Class a8 | ro—
KUMA Claga BE a5

YUBARI a3 35

PESTROYERS:

Iype Published Speed Actual Speed
KUROQSHIO Class 34 36

KAVAKAZE Class 34 36

ARTAFE Class 34 354

FUEUKI Class 34 38
¥UTSUKIL Class 34 36
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