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Fensral intelligence Summary - Electric Power Shortage

Japan is suffering frou an scute power shortage cmised
by a shortage of coal and a lack of rainfall. rower reduction
Bxcept to essential military industries averages 30% and there
is no Lumediate prospect of improvement., Coal is being imported
from Canada and india and imperts of Chinese coal are bel in-
creased. These ceasures lilfchllp but the situation cannot be
up;::-d; to ‘change much until the rainy sesson starts in llay
or 8, :
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Report No. 18
Japan 4C0 - Economle
February 13, 1940 409 - Vanufaotures

General Intelligence Summary - Electric Power Shortage

: Japan 1s today faced with a multitude of problems of
assorted sizes, but one, that brings home to the populace and in-
dustry some of the far-reaching effects of the struggle im China and
ite draln on the economiec structure of Japan, is the dire shortage
of power throughout the length and breadth of the nation,

L

To obBoein foreign exchange, without which Japan mey not

‘replenish her war stoocks, exports must be pushed and subsidized,

even to the point where the lack of certain necessary commodities
within the nation remains a source of perturbation and real Annoy-
ance, The relatlon between power and exports 1s obvious, W%ith a cut
in power consumption occurs & corresponding reduction in volume and
value of export goods, And, at this writing the percentage reduction
of power to all industries, except those vitally necessary to prose-
oute the war, is running in the neighborhood of 30 percent.

The present power shortage 1s not & phenomencn nor an
entirely unforseen possibility. In the summer of 1939 there were
definite indicetions of a serious coml shortage for the eoming win-
ter. The authoritles concerned were well aware of this and a great
dsal of meaningless wordage from them plastered the newspapers,
though no conerete measurss were instituted to relieve the famine.
Besides the lack of coal for generating and power purposes, there
was an extremely light rainfall over the entire country and many
large clties were forced to ration water for daily living. This
water shortege forced hydro-electric plants to first curtail, then
suspend operetions entirely. One by one, particularly on the small
trituteries of the larger rivers and lakes, the small power plants
fell idle, and transmission and distribution fecilities from other
producing plants were unavoldably overloaded to prevent a complete
lack of power in certain areas,

Alarmed by protests from consumers, the Covernment sought
desperately to alleviate the power famine. ['eon slgns and other
advertising liphts were forbidden, an appeal was made to the publie
to diminish consumption and, when that failed of major results, the
public was constrained to accept a thirty percent cut in power allot-
ment to homes.

However, the worst was yet to come. Electric trains were
heatless, then the service itself was cut by half, elevators and
escalators either stopped completely or cperated only durine rush
hours, electric heaters were forbidden, and in certain cities pover
was completely off for periods renging from ten to fifteen hours
each day. Factory districts, at first eliminated from the restric-
tions, received notification that each third day would be an enfomced
holiday, with no power evailable, Even though "holidey wages™ were
paid workers during enforced idleness, the rising costs of labor and
idle mechinery brought forth anpulshed:howls of protest,

Attempting to meke up for lost time, the industrialists
worked overtime and used more power than had been plenned so that
the net effect of the power holidays was no decrease in consumption.
The next step was to declare every other day or two dsys out of three
& rest period.

Crowning the succession of misfortunes, terrific blizzards
end offshore rales disrupted trensmission lines, upset coal trens-
portstion schedules and edded more woes to the everlengthening bare
subsistence levelsThe last, end least desired, remedy now appeared
inevitable. Articles 3 and 4 of the Electric Power fdjustment Ordi-
nence have been invoked for compulsory 13mltatiau of the power con-
sumption and supply. Public clamor, end the failure of mere volun-
tery limitation left to adminintrntiva disceretion to cope with the
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difficult situstion, forced the Cobinet to draft plans for invoking
the Ordinance, The articles referred to resd ms follows:

Article 3. The Communication Minister mey limit or prohibit the
consurption of electric power, or order measures necees: ry for
limiting or prohibiting the said consumption by desipnating the
erea, period and other particulars concerned in the said 1 mita-
tion nr prohibition,

Suppliers of electric power shall teke Proper measures
in regard to the supplg of electric power when the foregoing limi-
tetion or prohibition is ordered or when ths foregoing order for
RECABSETY moAsures are issued, so thet the said measures mLy be
=nfareced smoothly.

&rticle 4, The Communication Minister is empowered to order suppliers
of clzotric powsr to zupply or receive electric power and limit or
prohitit the said supply.

. The Communicetion Minister mey order suppliers of eslectrie
PowWer to teke proper measures nagessery for «nforcing the limita-

tion or prohibition stipulatsd in the foregoling peragraph.

Thus shifting the burden on to the shoulders of the Com-
municetions Xinister does not in ony manner relieve the power de-
fieleney, nor coes it insure thet strict messures required for pro-
Per distribution to consumers &re under way.

After consultetions concerning the metter, the Communica-
tions Minister arrived et the conclusion thet such proposed msasures
68 & Cosl Requisitioning Ordinence or compulsory buying of coal,
t.ough appealinz to smateur troubleshooters, would be quite useless
in practice (through leck of cooperation). The cooperation of the
L'itsul and the .litsubishi interssts was sourht to secure the Necessary
16C,C00 tons of coal required for power plent operetion during Febru-
ary (from Cuneas end India), These scts ars only stoppap measures
end do not =liminete nor mitigste the fundamentel problems. The
essentlel, basic factor concerning the leck of coel for power gener-
ating purposes 1= the leeck of tdequate transportetion fecilities.
This 1s caused by & desire on the pert of shipowners to r=aep creet
profits in the booming trede between Chine-Manchoukuo end Japan by
not diverting ships to the coal carrylng routes [low freight rates),
&nd by the lack of rolling stock end coordinetion in the railway
setup in Japen proper.

Among the troubles encountercd by industrialiste sre the

following:

1, Because of ths derangement of production plens in the
export industries, claims in overseas trensactlons ars likcly to
be favoretly received by forcipn customers, for failure to fulfill
orders.

2. In industrizs such &s spinning and weeving mills em-
Ploying girl operatives, these cperatives are gpranted leaves
during enforced holldays., Holiday ellowances ere not tempting
and lebor troubles result from failure to return to work, the leck
of informetion as to when power will be available and for other,
legser reasons,

J. Where the shift system is employed, the rnnouncement
of the suspension of operations on the occasion of the arrival of
& new shift tends to undermine discipline and will cventually
disable the mansgement of the plants.

Powsr fAeduction in the Kwansai:

Lest summer the daily power supply for the Kobe-Oseke mrea
emounted to 25,000,000 kwh, On the lst of Februery, 1940, the supply
toounted to 14,200,000 kwh, e decline of 10,800,000 kwh., An eddition-
Bl restriction effective on B Februery was a further cut of 1,000,000
kwh. Fven the supply to e¢lectric furnamces was pertielly suspznded.
Elsetrolytic plents, which may be subject to explosions in cese of
power suspension, will elso be affected after due notlce to close down
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has b.en given. imonl{wcr lrlunrauiun emounting to be-
tween g wil un'mmt nning mills, ceramlocs

plants, weay 8, fertilizer phnu..gur breweries, confec-
tionery and foodstuffs faotories, Eleotric cars will decrease in
number, further congesting traffic, and the power supply to small
oonsumers will be so drastically cut ae to enforoe complete idlomess.

Conditions of leading industries since the power supply
restriotions went into effeoct on 14 January, 1940, aret

Bg;gg;g‘l

Power out 45-53%, with an estimeted (conservative) 30%
reduction in output. As the inning industry is one of the
largest consumers of power, spinning mills have been forecod to
cloee cne day in three, end, from 2 February, every other day.

Chemical Industries:

This is one of the least affected industries, Bs the
dangers of explosions due to suspension of the power supply has
made the authorities cautious. Electric furnaces are belng shut
down in the lerge plants. g

Smolting: -

Iron mills received a cut of 30-40%. Blast furneces must
be kept in operation but the electric furnaces (open hearth)are
suspending operations. The largest producer of Aluminum in Jepan
is ceaslng aotivities aa his blast furnaces empty.

Machinery:
Scarcity and government control over materials had al-

ready forced this industry to accept a 20% cut in production, and
the applicetion of continued power restrictions to the smaller
companies will seriously -affect the smoll and medium sigzed pro-
ducers (the greet mejority).

Other industries:

Gless plants and medicine factories heve already accepted
£ 30% reduction in power. Glass productlon was &lmost hédved and
leading medicine plents have suspended operations. When the
2 February restrictions take effect, the 60-70% reduction will
force many industries to close sompletely during the period of

* power limitationm. _
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General Intelligepce Summary - Ecomomio
ANNUAL ECONOVIC REVIEW OF JAPAN, 1939.
General Eoomomlg Developments:

Preoccupation with the efforts #o settle the China inoi-
dent dominated Japan's economy duri 1939, and overshadowsd all
other developments including the notice of the sbrogetion of the
United States-Japan Treaty of Commerce and Navigation, and the out-
break of the hostilities in Europe. While most economic statistics
ipdicate unparallelled business and industrial activity and .a de-
clded lmprovement in the agrlicultural situation, there were slgne
that the economle structurs of the nation was weakening under the
fontinual straln of concentrating its economic resources towards
coping with the situation in China.

The most obvious of these signs were: a sharp inorease
In note eirculation and a definite trend towards inflation; a sig-
nificant decline in the absorption rate of national bonds during
the closing months of the year; an inecrease of 32% in the national
debt and the necessity for ilnoreasing the tax burden of all classes;
mounting commodity shortages due to the depletion of the resarve
stooks that had been accumulated prior to the outbreak of the China
incident and the concentration on the output of militery and mllied
uiuipnent; A decline in labor Aand industrial efficiency; and general
discontent over the ipaffectual price control policles of the Covern-
ment. Perhapes the most discourrging development of the year was the
lack of actual progress made towards a solution of the China problem
despite the territorial galns of the military forces.

Factory employment and industrial output reached a naw
high level but nevertheless the labor supply was inadequate and the
volume gain in industrial production was limited primarily to un-
productive goods by the munitions industries. Farm income reached
the highest level since the 1914-18 war boom period, but the rise in
farm prices was one of the prime factors in the upward trend of
living costs in urban centers. Financlial statistics reflected a high
degree of internal prosperity brought about by the inflationary trend
which has followed the heavy excess Covernment payments and rising
commodity costs. The walue of the export trade and the favorable
merchandise trade balance were the highest ever recorded, the result
of heavy shipments of both producers and consumers goods to the yen-
bloc countries., There was, however, some improvement in the trade
with foreign currency countries and a reduction of the visible un-
favoreble trade balance with these countries. There was a 32% gailn
in the national debt and further indicetions that inereased bond
issues would be required to finance the 1940-41 budget,

Commercinl relationa with other countréls took a decided
turn for the worse during 1939, all other developments in this field
being minimized by the notice of the United States of ite intention
to abrogate the Treaty of Commerce and Navigation of 1911, Theras
was general regret that the step had been taken and uneasiness over
the fear of an eventual embergo on such @rgently required materials
a8 oll, scrap lron and machinery. Maturer deliberntions and press
comments from the United States intensified the apprehension of the
business community regarding the prospects of a treatyless period as
the year closed. Holations with Cermany, which had glven promise of
becoming exceedingly fevorable after the conclusion of a trade pact
with that country, took a decided turn for the worse following the
announcement of the German-Soviet non-aggression pact. Japan's com=-
mercial relations with the Soviet Union remained strained during the
greater part of the year, elthough towards the close of 1839, it
eppeared highly probsble that trade negotiatlons would be opened be-
twean the two countries early in 1940. Inability to reagh en .
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agreement with Great Britain over certain matters in connectior with
the administration of North China led to strained commercial relations
with that country during the last half of 1939.

The outbreak of the war in Europe came as a severes shook
to all classes of the Japanese people, this development greatly aug-
menting the pumercus and perplexing problema facing the nation, The
effect of the war was considerably lessened by the previous organi-
zation of the nation's economy on & wartime basis but the Covermnment
took immediate steps to further cushion the impact of European war
developments. These included revisions in the Materials mobilization
and productive capacity expansion plans, trade progress, and financial
mobilizaetion with dual eims of strengthening the economic structure
and estetlishing an economic system which would insure self-surfficien-
oy in the yen-bloe. Furthermore, meassures were introduced to suppress
speculation, regulate commodity prices, assure the continuation of low
money rates for the smooth absorption of national bonds, provide neco-
essary war risk insurange and supervise shipping. There was a specu-
lative wave of buying of sharea in export enterprises in anticipation
of & war boom, but it was subsequently realized that Japan was not in
8 position to take full advantaege of the opportunities offered by war
in Europe.

At the close of the year it was obvious that the nation
was unswerved in its determination to carry on the China incident to
& successful conclusion, but public leaders and ecomomic observers
were more cutspoken regarding the indefinite period and the further
sacrifices which would be required to achieve this objective. There
was, however, general discontent towards the upward trend of lwing
costs and of the ineffectual efforts of the Government to control
commodity prices. The dissatisfactlion on the part of the public
against the Government's price policies and its inability to cope
with commodity shortages were primarily responsible for the downfall
of the Abe Cubinet shortly after the close of the year.

While the efforts to regiment the economie resources of
the Empire covered all phases of industriel, commerciml and business
activity, particular attention wad directed towards the execution of
an ambitious industrial expansion program for the yen-bloc countries,
Bnd a domestic materials mobilization plan. Due to the commodity and
labor shortages which prevailed throughout the year and a serious
power shortage during the closing months of 1939, it is apparent that
the scheduled expansion of industrial productivity was not accomplish-
ed. The materiels mobilization plan likewise appeered to have fallen
short of its objectives and both plans are reported to be due for
drastiec revision during 1940.

Throughout the year there wes a further trend towards
totaliterianism and evidence of a desire towards the planned economy
measures of certain Eurcpean netiona. This was no new development,
18 there were no major changes in the country's basic economic poli-
cles, but rather a more intensive applicetion of a poliey of greater
official control over the esconomic activities of the nation.

fonucniu Policles, Extension of Officisl Control and Trend of Legis-
ation:

Japan's basic economic policies during 1939 remained un-
altered from the preceding year in spite of two changes of cubinet.
Prectically all of the laws and regulatiors introduced and made effec-
tive during the yesr under review were aimed at marshalling the eco-
nomie resources of the empire to the fullest extent for carrying on
hostilitles in China. Steps taken to achleve this objective were
similar to those invoked in 1938 but the scope of governmental regula-
tion of the nation's economy was expanded end control still more in-
tensified,

Frolongation of the China hostilities and the outbreak of
the European war necessitated the meking of radical changes in Japan's
Program for industrial expansion end were instrumental in foreing the
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Government to adopt more rigid offieial control of commodity prices,
The paternalistic attitude toward the development of small-scals
||tlglithnnntu was altered, regardless of their importance to the
general productivity a:znnuion program, the Government favordng the
consolidation of capital investment and equipment in large-scals
enteiprises, The necessity for more intensive regulation of commodi-
ty irinan &nd charges for services prompted the enactment of a
serles of price control regulations which froze ?uotut.iuni at the
levels prevailing on September 18, 1939. 1In sddition, re tions
Ernvnntcd further increases in freight charges, storage charges, in-
urance premiums, processing charges, wages and salaries. House and
gruund rents were also fixed, at the levels prevalling on August 4,
§38. The Central Commodity Price Comtrol Commission was active

Efforts to combat commodity shortages and illegal trans-
Bctions in commodities were made through the expension of the dis-
tribution control system, there being & pronounced trend away from
autonomous control by trade organizations in favor of officlal re-
gulation, Many new commodities were added to the list of items sub-
Ject to state control and previously instituted measures wers revised
‘and strengthened to provide for more intensive regulation. rarticu-
lar attenticn was given to ensuring an adequate supply of raw materi-
8ls for the export industries and for the rural communities, The
desire to utilize basic sommodities to the best possible advantage
was reflected in the imposition of many new restrictiocns on the use
of the materials required for military purposes. Restrictions were
also imposed on the installation of new equipment for the non-urgent
industries, and later on the installation and expansion of the
mechanical facilities of amall-scals undertakinga,

Various measures aimed at mobilizing the laber forces of
the nation were introduced during the year, including the compulsory
reglstration of vocational ability, the restriction of employment ,
the restriction of working hours, control of wages, and the training
of technidens and skilled workers, MKost of tgiﬁiiainnurus were in-
Krndunud under the authority of the National 1 Mobilization

ot.

The Government extended its sctive particlpation in in-
dustrial and commercial enterprises through the eatablishment of
new semi-official monopolistio concerns including the Japan Power
Generating and Transmission Company, and the Japan Aeronautical
Transportation Company. Government aid to privileged enterprises
was extended through the Light Metal Manufacturing Industry Law and
the Shipbullding Industry Law,

Important financiaml legislation introduced during 1939
included an upward revision of the China Incident Special Tex Law,
an upward revision of the Temporary Excess Profit Tax Law, revision
of the Temporary Funds Ad justment Law providing for more intensive
Government supervision over loans, an expansion of the legal limit
of flduclary note issues of the Bank of Japan, the invocation of
Artiele 11 of the National General Mobilization Law providing for
the restriction of corporate dividenda, and the granting of increased
subsidies for gold production,

Towards the close of the year, the Government invoked
Articles 10 and 13 of the Netional General Mobilization Law Buthoriz-
ing the expropristion of certain commodities and feotories and work-
shops engaged in the production of such commodities,

Industrial Developments and Froduction:

Due to the attention centered on the production of muni-
ticns and allied equipment, Japanese industrial activity reached a
record high during 1939, All availeble indices of industrial out-
put indicete that the net volume gain in industrisl production was
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about 5% to &% over the previous year and from 10% to 12% over 1937,
¥hen it is considered that thousands of small firms have been estab-
lished during the past two years to produce military equipment, that
more than Yen 4,700 million has been invested in -:pa.nz‘;ua the pro-
ductive capacity of the matlon since the outbreak of the Chipa inci-
dent, and that factory employment reached an mll-time record during
he past year, Japan's record of industrisl output during 1939 is
not lmpressive.
Faotors responsible for the comparctively small volume

galn reglstered in industrial production include the following; a
shortage of cocal and electric power, primarily as a result of t
uxplndgng of the nation's productive capmcity to a greater extent
than the output of the electric power and coal industries, a severs
drought which curtalled the power output of hydro-electric stations;
8 definite shortage of lebor, perticularly skilled labor, and a de-
oline in labor effliciency due to the inoreasing physical exheustion
of workers apd the employment of unskilled labor; a decline in plant
cperating efficlency which has resulted from the shortage of materiasls
for maintenance since the outbreak of the Chins inoident; a general
shortege of basioc raw materimls, and the restrictions imposed on the
activities of the "peace" industries,

The limited volume inorease in industrial production during
1939, is reflected in the officisl indices of industrial aetivity
publighed by the Ministry of Commerce and Industry. The composite
index covering the major manufescturing industries and mining enter-
P 1Euu, averaged 179.9 (1931 - 1933 = 100) during the first nine

ha of the year, compared with 169.7 during the oorrespond

meyiod of 1938, a gain of 6%, In view of the more pronounced #uel
484 materials shorteges which preveiled during the last quarter, it
ig believed that the rate of increamse was not so grest as during the
f%; % mine months of the year and the cstimated net gain in the volume
o q!ndu:trial praduction for 1939 therefore is placed at betveen 5%
an

f%.

. The slight volume gein in industrial production reglstered
dunipg ipan was due almost entirely to the greater output of the heavy
indggtrips. The Mipistry of Commerce and Industry's composite index
covgp the gutpuf pf plg iron, steel mmterials, and mechine tools
mmﬁﬁ 29z,9 uring the first’nine months of 1639, compared with
£04.E Juripg'the pame period of 1938, a gain of 17.1%, Varied trends

“ﬂﬁq Rnted in the textile industry - ‘the production of eotton yern,
raw §llk, rayon textiles, gnd staple fiber belng below that for the
preylays ycar but slight gains were reported in the output of cotton,
211k 4gd woclen textiles, Chemical production was restricted as a
ragilt of the prevaeiling shortege of electric power and the output of
suell impertant items as smmonlum sulphate, calcium cyenide, soda ash
and ‘gougtic sode was below the level of the 1938 production. A de-
cling wes also noted in the output of the cement and plate glass in-
dyusfries, The volume gain in the mining industry showed only & 3%
inqreage over the pravious year, seccording to the official index,
lesplta the strenuocus ciforts being made to expand the netion's sutput
of mipersls.
No figures ore aveilable concerning the volume or velue of
“he production of Japan's home industries during 1939, but this
breaEh of industry, which s estimated to heve produced between 12%
und: 1f% of the total of &ll menufectured products during recent yzers
I£§ updeubtudly suffered to a considertble extent from the restric-
:lope pp the supply of raw muteriels. Although the velue of the out-
ut 'sf the home industriss probebly showed a slight incresse during

& naag';uer. this trend was primerily the result of the increcase in
ihe qbp # of rew materiels and the volume of production was undoubt-
‘glyvbhelgw.the level of the pre-incident years.

As in the ~revious year, the me jor industrial developments
during 1939 ware centered on expending the productive crpacty of the
glﬁtlhn‘i honvy industries with particulsr effort direocted towards some

- aFres of self-sufficlency in iron and stesl materisls, pig irem,
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non-ferrous metals, automobiles and airoraft and synthetiec chemical
products, Considerably less publicity was gltun to the devel nt

of substitute products than in the pravious but it is believed
that the authorities were mctive in encourag the further develop-
ment of substitute industries and that the uction of such pro=-

ducts was greatly expanded during 1939.

ln the early pert of 1939, the Cabinet Flanning Board an-
nounced & three-year program of industrial expansion for Japan, Man-
churia and North China, the plan envisagi self-sufficiency in the
besic commodities required for netiocnal defense by the end of 1942.-
The plan provides the increased output of iron and steel materials,
ccal, non-ferrous metals, petroleum products, artificial fuels, ]
chemicals, wood pulp, machine tools, railway rolling stook, automo=
bilea, and gold. No definite Program was announced regurdin.g the
extent to which Jeapan's industrial output would have to be enlarged
Lo carry out the scheduled incr-ases but it 1a apparent that it will
be necessary to gEreatly inorease the domestic output of automobiles,
machine tools, chemicals, and rolling stock, to ensure the success-
ful outcome of this phase of the program.

The outbreak of the hostilities in Europe has consequently
resulted in the necessity or revising the industrial expansion plans
of Japan and the yen-bloo countries as the success of the plan de-
pended to a considerable extent on pPlant equipment and materials from
Germany which were to be furnished in exchenge for Mamchurian pro-
duce. The latest avallable reports refnrding the revised program
state that the Cabinet Flanning Board intends to concentrate on in-
creased mineral production and pay less attention to expanding the
Jroduction of ell other items, except thoss most urgently required
by the militery authorities,

There was a definite trend towards the consclidation of
industrial firms and the diversificaetion of production throughout the
¥ear, The former development was prompted by the desire to reduce
production costs, and consolidete limited supplies of raw materials in
order to maintain greater operaeting efficiency at certain planta. The
diversification was most Pronounced in the heavy industries, many
concerns undertaking the production of parts which they had formerly
purchagesd for Assembly, the processing of raw meterimls instead of
purchesing semi-manufsactured goods, and the production of complete
units, such as machine toole and heavy industrisel equipment, instead
of plg iron and steel materials.

Until the outbreak of the European war, it appeared that
the Covernment was endeavoring to fevor the small industrialist as
stepas hed been taken during the early part of the year to finance the
8hifting of =mall industries from the production of consumption gooda
to munitions, A.revision of the Industrial Association Law was alsa
epproved by the Diet which authorized the esteblishment of industrial

ness taxes and eligible for government subsidies. Following the ocut-
break of the war however, it was found that the further expension of -
productive capnn{ty should be limited to efficient large-scale pro-
ducers and, accordingly, restrictions were imposed on the new estab-
lishment or expansion of mechaniecml facilities of small firms.

Ample funds for industriaml financing were made available
shrough the extension of the bond issue of the Industrial Bank of
Tapan, although towards the end of the year it was evident that the
Covernment intended to exercise greater control over industrial ex-
pPunsion by the revision of the Yemporary Funds Adjustment Law providing
for the reduction of the limits of loans which could be extended with-
out official permission,
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Cotton Spinning and kesving:

The Japenese cotton textile industry during 1939 operated
under somewhat improved conditions as compered with the zrunndinc
year. Although statistica show little rovement the dlsrupted
state of the Industry was lergely smoothed out, &s manufacturers and
dealers becams more accustomed to working under wartime restrictions.
The export-import link system, which underwent considerable changes
during 1938, continued in force during 1939 with only minor asltera-
tions, Haw cotton imports and textile shigmnnti were alightly higher
than those of the preceding year, but remalned far below the normal
pre-inocident level. The advance in textile exports ocourred inm spite
of heavy reductions in shipments to the yen-blooc area, which were
restricted by Government comtrol.

The steady inorease in stocks of pure cotton textiles has
become & problem whioh officiels and industrielists have not yet suc-
cesded in solving. Warehous stooks advanced from 180,000 bales in
October 1938 to 334,000 bales for the same of 1939. Although defin-
ite information 18 no longer available, unofficial estimates indicate
that an equal volume of textiles is on hand at mills. Since the total
output of cotton eloth, including mixtures with staple fiber and wool,
has shown only a slight inorease over 1938, it 1s apparent that the
unusually heavy stocks of pure cotton cloth ere due to the diminished
production of mixtures for domestic use.

Exports of cotton textiles during 1939 amounted to
2,446,000,000 square yards, a galn of 12% over the previous year. In
spite of this gain in wolume, the velus of the shipments declined 0.3
due to the steady downward trend of prices, particularly in the case
of grey oloth. e price decline is 1nrgair attributable to the link-
123 system, which obliges manufecturers to dispose of their atocke in
order to obtain new supplies of raw cotton. This serves to put the
exporter at the meroy of forelgn buyers, and in some cases it 1s re-
ported that sales were made at guotations below the ectual cost. Under
the same incentive, there was a substantial inor:ase during the first
part of the year in the grey cloth trade, since the seles of this type
pereit a rapid turn-over. is adverse trend was pertly alleviated
in April by the establishment of the Cotton Yarn and Piece Gooda Ex-
port Fromotion Guild. All mills engaged in the export trade have to
be members of this association, which hes the power to withhold per-
mits for raw cotton from those memters which export excessive amounts
of the low=riced grey cloth. The guild is also reportedly empowered
to buy up and export ontton goods which are offered et rates below
cost, thus strengthening the merket.

Raw cotton arrivals during tho year amounted to 1,335,104,-
000 pounds, an increase of 7% over 1938, India and Brazil received
most of the benefit of the advence, while imports ffom the United
States and China declined. American cotton was heavily purchesed at
the beginning of the yszar, but imports during the summer and ecarly
fall were so low thet the early gains wers completely offset. How-
eéver, the American subsldy strengthened the compatitive position,
and even after the subsidy was withdrawn the speculative rise in
Indisn cotton prices continued to close the gap between Americen and
Indion guotoatione. Consequontly the outlook for American cotton
during the 1940 year is conslderably brighter.

Iron snd Steel Industry:

The sotivity and output of Japan's iron and steel industry
uandoubtedly resched a record level during 1839, but desplte the ex-
pension of the industry, the supply of iron and steel materials was
admittedly short throughout the year. The scorcity of these materials
is reported to be primerily responsible for the slow progress mede in
expending the productive facilities of other industrizs as the short-
agea of steel for bullding purposes had held up the construction of
many projected factories and workshops, whils the leck of adequate
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quantities of special steels has greatly restricted the activities or
the machine tool, automobile and metal manufactures industries.

Early in 1939, the expansion program on which the industry
was sngaged was greatly enlarged, According to press and trade re-
Dﬂrt:& the general industrial expansion plan of the ¥Yen-bloo countries
y#rovides for the followl inoreases over the 1938 productive capaci-
tles: ordinary steel, i speclal steels, 100%; steel ingots, 60%;
Plg iron, 100%: and iron ore, 150%. HNo details have been published
regarding the extent to which the domestic industry is to enlarge its
present productive capacities to ettain thesge objectives but it is
estimated that the Japanese share is 7,750,000 metric tons of pig
iron, 9,200,000 metric tons of steel blooms, and ,300,00@ metric tons
of steel materials. Definite progress towards this objective was

., made during the year, four new melting furnaces with an aggregate
annual capacity of approximately 900,000 metrl: tons heving been put
into operation during 1939, Eight additional furnaces with an esti-
mated 1,500,000 metric tons capacity were reported to be under cons-
truction at the end of the yeer and are scheduled to be blown-in
during 1840,

The notice of the abrogetion of the Treaty of Commerce and
Navigation by the United States and the outbreask of the European war,
resulted in a drastic change in the nation's iron and steel policy.
Frior to these developments, it appeared that every effort was dir-
8cted towards expansion of the industry regardless of size or effi-
clency. When some fear began to be entertained regarding the pros-
pPects of obteining adequate supplies of sorap from the United Stetes
8nd iron ore from the colonial possessions of Great Britaln and France
restrictlions were imposed on the further development and expansion of
smell scale establishments and on daliveries of raw meterials to un-
economical plants., Furthermore, it was decided to exercise unified
eontrol over scrap iron purchases and distribution; to establish poecl
pPrice levels for raw materials in sccordance with the clessificetion
of verlous plants based on equipment, quality of products and volume
of material consumption; to allocate officiaml production allotments,
8nd to merge the three existing steel materials sales guilds into a
single sales organization. Because of the uncertainty prevailil re=
garding the raw material supply, & maximum screp allotment of & wasa
officially established for the fourth quarter, monthly allotments of
tin-plate were reduced to one-third of the previous monthly deliveriess
during the last two months of the year, the blacksheet allotments were
reduced by 50%, and sales of steel materials to private consumers were
temporarily discontinued by the Steel Waterials Seles Guild.

Throughout the year the attention of the industry had been
centered on the utilization of low grade deomestic orea btut these
efforts were redoubled during the last few months of the year. Verious
reports were published to the effect that plens had been drawn up to
cope with the possible emberge of scrap iron from the United Etetes,
that processes had been developed to produce steel materials direct
from iron ore, and that domestic iron sand could be substituted for
imported cre in the event of emergencies but there is no question but
that some apprehension prevails ammong iron and steel manufecturers
concerning raw meteriel supplies during the coming year,

Labor, Employment and Uapes:

The previously accepted theory that Japan has an unlimited
lebor supply hes been dispelled by the developments of the past two
¥ears as it is becoming increasingly obvious that the nation is in-
capebla of supplying the military requirements for manpower and the
industrial demand for factory workers at the seme time. Despite a 10%
inerease in fectory employment during 1939, the lebor supply was to-
tally insdequate and the shortage of workers, perticulerly skilled
workers, was undoubtedly responsible for the slight net volume gain in
industrial production. Employment in the mining industry is alsc esti-
mated to heve increased by 10% during 1939, however the shortage of
labor was partially responsible for the lack of progress made by the
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industry during the year, the coal industry in perticular having been
greatly handicapped by the scarcity of miners.

To some extent the demand for lebor in the hnlv!;iuduntrinu
was met by a shifting of employment from the light industries duri-g
the pest year, the machinery, vehicle, tool and instrument, and metal
industries registering gains of 29%, é?ﬁ, 30% and 20% respectively
during the first eight months of 1939, compared with respective losses
of 8%, 3%, 5%, 9% and 12% in the spinning, weeving, dyeing, braiding
and knitt{ng. and rubber industries. The concentration of employment
in the heavy industries since the outbreak of the China incident is
reflected in the official employment indices of the Cebinet Bureau
of Stetistics. These show that at the end of August 1939 the rate of
increese of employment in all industries was E8% over July 1937. The
inereese in the machinery industry was reported at 94%, precision
tool industry 88%, shipbuilding and wehicle industry 63%, and metal
industry 42%. They alsoc show & definite concentration of lebor im
large-scale undertakings, there ectually being a 14% decline in em-
ployment in metal, machinery, shipbullding and vehicle, precision
tool, and spinning and weaving establishments employlng less than
50 workers during this period while there was & 20% increase in the
numﬁor of workers in similer estsblishments employing more than 50
workers, j

The extent to which labor has been required to WOrKk over=
time to compensate for the shortage of workers since the outbreak of
the China incident is alao reflected in the stetistical reports of
the Cablpet Bureau of Stetistios. Only a 3% gain in hours of em-
pPloyment was reported during July 1939 but there was a 29% averege
increase in "extra hours" worked during that period compared with
July 1937. The increase in overtime which r ached as high as 97% in
the mechinery ‘ndustry supports the view expressed in & previous dec-
tion of this report to the effect that the long hours that are re-
quired of workers are responsi™le for a decline in labor afficiency.

According to the Bank of Jepan's lebor indices, average
rates of wages in industry were 7.5% higher during the first eigsht
months of 1939 than during the previous twelve months, 11.4% above
those for 1937, snd 13,.7% above the averege during 1938. TLue to
overtime work, actual eernings made more pronounced gains than wage
TeEtes, the average for the rirst eight months of 1939 being 9.9%
above the twelve months averasge for 1938; 20% above 1937; and 26,.5%
above 1938,

Earnings have not kept pace with the upward trend cf com-
modity prices which was responsible for recurrence of lrbar troubles
during the first half ‘of the year. The actual number of lebor dis-
putes during this period was 590 against 593 during the correspond-
ing period of 1939 but showed a galn of 171 from the number reported
for the last six months of 1938, The total number of leborers in-
volved in disputes during the 1939 first six months was 56,664 com-
parcd with 31,330 during the seme months in 1938. Evidence of dis-
content over the increasing disparity of the actuml cernings and
commodity prices is afforded by the fect that 54% of the. strikea
during the first half of 1939 were concerned with demends for higher
wegss in contrast to only 43% during the same period of the preceding
Yoar.,

Commodity Prices and tho Cost of Living:
Commodity price control was one of the outstending pro-
blems of the pest year for Japan Bs undar ths stimulus of diminish-
ing supplies, the difficulty of adjusting thes demand and supply of
commodities, and rising production costs, wholesale and retail
Prices surged upward month by month. Prior to the outbreak of the
Zurop-an war efforts had been meds to regulrte commodity prices by
extending the list of items subject to officiml price control but
these measures had comperatively little effect on the general up=
ward movement. Following the outbreak of the hostilities in Europe,
the Government moved to peg the prices of commodities ¢t the levels
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which prevailed on September 18, by the invocation of Article 19 of
the National General Mobilization Law. Even this mction had little
restraining effect, particulerly since the application of the penal
measures of the law wers not strioctly enforced, OCAneral dissatis-
fectlon of the ineffectual policles of the Government towards price
control was openly expressed when an informal motion of non-confidence
ln the Government was Enuucd by a majority of members of the Lower
Eouse of the Imperial Diet towards the close of the year and wes one
of the contributory causes of the downfall of the Abe Caebinet during
the early pert of January 1940.

The extent to which commodity prices sdvanced during 1939
is demonstrated by the price indices of the ¥inistry of Commerse and
Industry and the Bank of Japan. These show that wholesale prices
advanced by &n averege of from 8% to 11% during the first eleven
monthe of the year over the monthly aversge during 1938; that they
were from 15% to 22% higher than in 1937; and from 33% to 50% higher
than in 19238, the spread between the fipures being due to the 8separ-
ate methods of preparing the indices. Retail prices, prepared by
the same sources, reveal more striking similerity and even more pro-
nounced gains. The.average retaill price indices indicete an advance
of between 12% and 13% during the first eleven months of 1939 ovor
the monthly average of 1938, and gains of 26% to 31% over 1937 and
40% to 44% over 1936, The Tokyo retail price index of the Senk ef
Jepan for the month ending December 15, 1939, shows that compared
with the corresponding period of 1838, food prices advenced by 17.4%,
fuel by 4.4%, clothing by 12.7%, and "other" commodities by 10.5%.

The rise in living costs during the past year is reflected
in official indices compiled by the Cebinet Bureau of Stetistics,
These show an advence of 15.3% in the cost of living for the leboring
class and a 14.1% gain for the selaried class during the twelve months
ending December, and increases of 30.7% and 28.5% respectively since
the outbretk of the China incident. The most pronmounced gains in
living costs during 1939 occurred in food and ¢lothing which advenced
by approximately 23% and 21% respectively over the previous year,
Light and fuel costs advanced by about 7% and rents by approximetely
5%.

Agriculture:

The improvement in agricultural conditions in Japan was
one of the most favorable aspects of the nation's economy during the
pest year - it being estimated that the gross farm incore reasghed the
highest level since the period of the World War. This development
was entirely unpredicteble at the end of 1938, es during the previous
two years, and perticularly since the outbreak sf the China ineident
the rise in the prics of farm products had lagged far behind the
prices of the commodities required by apricultural communities. After
the first few months of 1939, there was & complete reversal of the
disparity between farm prices and quotstions for goods for consumption
in rural areas. Officlal weighted index figpures complled by the
Vinistry of Agriculture and Forestry show a 50% increase in average
prices of rice, wheat and rew silk from the end of December 192F to
the end of November 1939 while the sdvence in the cost of the prinei-
pal articles of consumption required by farmers was only 6% during the
same period., Flgures from the same source siow an B1% advence in farm
prices since June 1936 and & 59% advance in the prices of goeds for
farm oonsumption during the same peried.

No official estimate of gross ferm income has yet been
published but in November one of the lesding Japanese esecnomic jour-
rels, "The Oriental Economist", estimated the gross value of the 19389
rice, wheat, and coooon crops at ¥4,057 million, compered with ¥2,718
millinu in 1938, While farm production costs sdvanced steadlly during
1938, the inerease in the net returns to producers was even greater
and resulted in more general prosperity in rural areas than has ex-
isted for years. The improved conditions in these areas were reflect-
ed in an increased demand for currency, the liguidation of bank loans,
and & sharp rise in rural bank deposits,
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Although the rice crop in the Western pert of Japan was
seriously d ed by one of the worst droughts in recent years,
weather conditions were reported to have been favorable for amll
crops in other eections of the country. Estimates of the 1939 rice
erop of Japan Froper indicete that it was about the same as in the
previous year, but a sharp decline in the volume of the Chosen crop
has necessiteted restricting domestic rice consumption and the im-
portetion of the foreign rice to belance the supply and demend until
the 1940 crop is hervested, The ylelds of other cereal crops =
wheat, barley, and rye - resched record high levels and the cocoon
Erops are reported to heve reached the highest level since 1933,

The favorable returns of the 1939 crops in the face of the
heevy drain on farm lebor for military service and factory employment,
8 decreased supply of fertilizer, and a general shortege of farm im-
plements and equipment were primerily the result of the recrganization
of Japanese agriculture on a wartime basis.

Raw S5ilk:

onditions at the close of 1938 and during the first part
of 1939 clearly foreshadowed a rapid increamse in prices during the
year. Domestic consumption was heavy, forelen demend was strong, and
stocks on hand were low due to the poor 1938 cocoon erop. Specula-
tive sctivities on the part of raw silk dealers, combined with the
naturally strong position of the market, soon forced quotetions up
to a point where the Covernment bepan to sell its holdings under the
law which provides for such stles when prices reach a certain speci-
fied maximum level, The market succeeded in absorbing the official
eilk in a few months and continued its upward trend.

During most of the year there were rumors that the author-
ities would teke some action to control prices, but, eside from
warning the dealers that control was inevitable if gquotetions contin-
ued to advance, no official steps were taken to curb the upward
trend. The Government's forbearance presented s sharp contrast to
price legislation in other lines, and was locally ascribed to the
increased amounts of foreign exchange which became aveihble as a re-
sult of the higher unit cost to foreign importera. The outbreak of
the war in EBurope, the strong position of the American market and
heavy domestic consumption &ll helped to sustain the forward movement
of the raw silk price, The extent of the incresse in quotations is
shown by the feet that the averspe price during December 1938 was
¥821.00 per bale compared with ¥2,230.00 per bele on December 30,1939,

Although no legislation was enacted to halt the price rise
& Covernment plan which went into effect on Jenuary 1, 1940 provides
for the esteblishment of & reserve fund for the "maintenance and
sacurity” of the silk industry. Fayments into the fund &re to te
mede from forelgn sales of silk on a graduated scale. These payments
start at & base rate of ¥1,700.00 per bale. At prices above tkis
level 30% of the differcnce must be paid into the fund. his per-
centeége greduslly increases up to 70% of all amounts in excess of
¥1,900.00 per bale, Further legislation eerly in Jenuary 19-0 es-
tablished an allotment system for raw silk to be used in menufescturing
textiles for domestic use. This is designed to make heavier supplies
of silk for foreign trade.

Rice:
Covernment measures to check rising prices and to control
the distribution of rice wers important features of the 1939 trede
in this commodity. The first development along these lines was the
pessape of the law providing for the Japan Rice Company. Although
this proposal was opposed by a number of influentisl people, inclu-
ding most of the important rice dealers, it was approved by the Diet
in Warch., The "Bill for the Control of Rice Distribution ", a8 this
leglslation was untitled, ordered the establishment of & ¥30,000,000
conecern, one-half Government owned, to operate and control the riue
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exchanges throughout the nation. The former private exo es were
closed in Oectober when the new company was organized, and all dealers
thereafter were licensed by the Government were only permitted

to do business within a limited price range and under strict ofri-
olal supervision.

At Tirst the passage of this law tended to diaoourufa
further price advances on the open axo » 8ven before such in-
oreases became {llegal, However, the failure of the June rainy sea-
son and the small volume of arrivels from Chosen drove quotations up
to ¥38.90 per koku (one koku equals 5.12 bushels), the highest level
since 1926, At that time the vernment stepped in and established
an officlal maximum price of ¥38,00 per koku, which resulted in a
large volume of illegal, "out of the market" business at much higher

prices.

The diminished volume of imports from both Chosen and
Taiwan, combined with heavy domestic consumption, reduced stocks at
the end of the rice year (Oetober 31) to only 4,061,351 koku, the
smellest carry-over since 191E. When this dangerous conditicn be-
came apparent, the vernacular press bepan to take up the rice ques=
tion, and politiecaml parties, rice dealers and esgpricultural groups
helped to impress upon the GCovernment the necessity for some’ immedi-
8te action. The authorities responded by apprealing to the farmers
directly and through the prefectural governments to sall their rice
88 so0on as possible in order to relisve dangerocus conditions in the
scuthern sectlons which had been severely affected by the drought.
Although the farmers were assured that no price incresse was con-
templated, the Covernment raised the rice price to ¥43.00 per koku
efter a substantial volume of sales hed been made, In the face of
protests resulting from this action, it was finally decided to re-
imburse agriculturists for their losses. The low volume of stocks
on hand and the reluctance of the farmers in dispoaing of their
orop were responsible for a rice shortege which occurred in metro-
Politan areas during Cecember, This condition, which was attributed
to poor distribution, caused considerable local dissatisfaction, but
the authorities took meamsures to remedy the situstion so that the
shortage was alleviated by the end of the month,

Although the second estimate of the 1939 rice erop placed
the harvest at 65,281,000 koku, a decrease of only 0.9% from the
pPreceding year, the outlook for 1940 is distinetly gloomy. Chosen,
Which normally supplies Japan Proper with 5,000,000 to 10,000,300
koku hed one of the poorest ¢rops on record, and it is admitted
that arrivals from that area during the present rice year will not
exceed 1,500,000 koku at hest, The reduced volume of rice to be
supplied by Chosen, and the low level of the 1939 CATTY-OVer were
responsible for heavy rice purchases from foreign countries, an-
nounced by the authorities in December. Further purchases will
probably be made later in the semson. In eddition to measures to
provide for a heavy erop during 1940, the Govermment has taken = teps
to lower domestic consumption by ordering sake (rice wire) producers
to curtail their output, and by prohibiting the use of fully polished
rice, since the consumption of pertly polished rice Increases the
volume of food available, Some quarters are demanding & retion sys-
tem or the establishment of & Government monopoly. The authorities
will avoid action of this type except as a last resort, but.stricter
control of rice supplies and distribution app2ars to be inevitable.

Financial Levelopments:

¥hile the majority of finsncial statistics indicate a
high degree of internal prosperity and unparallsled business scti-
vity throughout Japan during 1939, it is becoming increasingly ot-
vious that the financial structure of the nation im being weakened
by the continual strain of mieting the costs of the military cam-
ralgn in China. At the end of 1939, the netional debt of the country
was slightly more then twice as great es in June 1937,the month prior
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to th: outbreak of the China inoident, and if the ocurrent deficits
ore meintained the long-torm debt wili egain double at the ¢nd of
four more ycars, To Japan's credit it must be noted that the entire
gnst of the China inclident hes becen financed internally and the
netion has not hed to resort to the flotation of foreipn loans.
Luring ths lest half of 1939, however, there was & pronounced decline
in the rete of digecstion of nationel bonds end & pronounced infla-
tionury trend which was menifested in & sherp inorcesc in the note
issue and a stoedy rise in commodity prices, Thuse developments ad-
mittadly caused some epprehension in financlal olircles snd the task
of mainteining the bond ebsorption rate et e satisfactory lcvel and
controlling the inflationary trend were among thoe greatest economic
problema facing the nation ¢t the close of the yeer.

The position as repards Japen's gold reserve is not known
but from the reports published during ths yeer regerding the unsatis-
fectory results obteined from gold mining cperetions it must be as-
sumed that the gold output was not s groat s hed been anticlpeted,
Despite & visible unfavoratle trade belance of ¥405,000,000 with
foreign curroncy countries, however, the specla reserve of the Benk
of Jepan was r:-ported unchenged at ¥501 million.

As in the previous year all foreipn exchange transactions
were rigidly controlled by the Finence authorities., Due to the
soarcity of foreipn exchanpe, importers expericneed increasing delay
and diffirulty in seouring permits to make remissions in forelegn
currsney. The foreien oxchange situstion became so acute during the
lawot helf of the year, that the majority of Amerlican firms cxporting
to Japan refused to 2onsider new business oxcopt on the basis of an
irrevoceble letter of credit confirmed by an American bank. Thare
was 8 farther accumulation of the frozen funds of American firms
ppercting in Japan during 193%9.

Aside from a wave cf sgpeculative buying of shares in cer=-
tain export ‘ndustri=zs which soon subsided, and the linkling »f the
yen to the dollar instesd of the pound, the outbreak of the war 1n
Europe had comperativaly little sffect on Jepancse finencial mar-
kats., The mction of tho Covernment in pepging the yen at $0.23-7/16
instsed of its former pepged level of 1 &, 2 d. was intended to fecl-
litate the op=rotion of Japtnese funde cbroed &nd to prevent the ven
from fluztuating in terms of apllars. The strict control of forcien
exchange in London alsc promptsd the move to link the yen with the
dollar. Th= outbreak of the hostillties in Europe did heve the
psychological 2ffect of stimulating the upward trend of commodity
prices in view of the snticipation of & world rise in commodity que-
tations. It wes generally realized, however, that due to the zoncen-
tration on tha settlement of the China ineldent, the prevalling com-
modity shorteges, and inability of the netion to finence the sale of
goods in world merkets, Jupan was in no position to profit from the
war in Europe to the seme extont thet it profited in 1914-1918,

Despite the meny unfavoreble domcstic and internetional
developmants of the past year, the stock mirket ataged & strong re-
aovery from the dullness which haed influenced trensactions during
1938. Thoe asccumulation of surplus funds was responsible for an un-
procedented wave of sclective buylng of spot issucs for investment
purpos<s, spot transactions sccounting for 18% of the total volume
of trensactions of 114,886,000 sheres, comprred with 8% of tho 1938
trensactions of only 96,082,000 sheres., Long-term trensactions wera
influenced by the suppression of spaculative operetions in the stock
und commodity markets, restrictions on stock dividends, end fear of
more intensive Government control over business &nd industry. Fever-
thoeless, sversge stock quotrtions showed & stezady upward trand through-
cut the year. According to a report of the Hypothee Bank of Japen,
the nverepe value of a grour of saloeoted shares was ¥95,.88 during
Doocenter 1939 compared with ¥B0.08 during the corresponding period
of last year, while the Tokyo Stock Exochange's index of share prices
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a1
advenced from 150.45 (1921 ¢ 100) to 180.3, & galn of 8%, Average
yields declined steadily, the aversge for the month of November
nmauntigg to 5.45% compared with 6.890% in Jenuary, 6.17% in June,
and 5.66% in September,

Thersa was & heavy demand for bank loans for the financing
of the industrial expansion program, the loans outstanding at the end
of the year totalling ¥15,808 million, an increase of 23% over 1938,
There was, however, more than a corresponding inoresse in bank de-
posits, namely a gein of 31% for a total of ¥25,091 million at the
end of the year. Bank holdings of securities increased by 30%, the
;:ége of such holdings amounting to ¥12,308 million on December 21,

Rising commodity prices, the sluegish trend of circulatien
of the huge sums paid to the munitions irdustry, increased prosperity
in rural districts, and an increasing tendency towards cash trans-
actions resulted in an unprecedented demand for circulating media,
particularly during the last half of the year. The average dally
note issue of the Bank of Japen was reported at ¥2,374 million,
compared with ¥1,319 million during 193f, and ¥1,535 million during
1937. Curing October, the tax free 1limit of the Bank of Japan of
¥2,701 million was exceeded by more than ¥100 million for the first
time sinece the new limit was established on April 1, 1938. On
Lecember 30, when the total note lssue reeched a record high of
¥3,817,752,000, the excess of the legal 1imit reeched ¥1,116,485,000.
At the close of the year (December 31), the note issue stood at
:3,5?9 million, an increase of ¥924 million over the corresponding

ate of 1938B.

The substantiel increese in postal savings and life in-
surance contrects reflezted the peneral internal financiel prosperisy
which prevailed throughout the year. Total postal savings deposits
amounted to ¥5,574 milllon at the end of December, & net increase of
¥1,199 million for the year, while outstanding life insurence con-
trects in force at the end of October were valued at ¥23,485 million,
an increase of ¥4,175 or 21% over the corresponding dete of 1938,

The improved financial status of the agrarian community was reflected
in a decline in rural bank loans on immovables.

The financing of the 1939-1940 budget was accomplished
to the axtent of 56% through the issuance of national bonds during
1929, the total issmed during the year amounting to ¥5,28]1 millionm,
compeared with ¥4,330 million in 1938. The visible absorption rate
was somewhat higher than in the previous year, advencing from 87.4%
to B9.2%; however, the rete fell from 104% during the first half of
1939, to epproximetely 77% during the July-Decembter periocd. Further-
more, the higher rete of bond digestion during the past year was made
possible, to scme extent, through the increased purchases by the
Deposits Bureau which utilizes postal savings depesits for this pur-
pose - thus explaining the strenuous efforts being made to encourago
this form of savings.

Cue to the decline in the rate of absorption of new bond
issues towards the end of 1939, some concern hes been expressed Te-
perding the future trend of digestion as estimates of the probeb.a
issues during 194C are placed at approximately ¥5,800 millionm.
Finance Ministry officials heve issued repeated statements to tne
affect that the Government will not resort to compulsion to require
banks to purchase new lssues but such steps may eventually become
necessary if the heavy expenses in connection with the militery oam-
paipn in China are meinteined at present levels,

The huge bond issues of the year resulted in a further
incrense of ¥5,287 million in the national debt, the total out-
standing long-term indebtedness of the nation amounting to ¥21,520
at the end of 1939. Actuel Government revenue for the first elght
months »f the 1929-40 fisecal year amounted to ¥1,939 million, an
inorease of ¥318 million over the receipts during the corresponding
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period of last year, while the expenditures totalled ¥1,750 million,
an incresse of ¥276¢ million during the same periods.

In December, the Cabinet approved budget estimates of
¥10,3860 million for the 1940-41 fl:ulz ar for the Ceneral Accounts
and the Extraordinary Military Specisl Accounts, These estimates,
which are by fer the lergest in the nation's history, represent an
increase of ¥951 million over the 1959-40 budret. The amount of
¥5,900 reserved for the General Accounts, represents a galn of
¥1,095 million over the expenditures approved during the current
year, while the ¥4,460 million reserved for the Extracrdinary ¥ili-
tary Special hccounts is ¥145 million lower than the ocurrent budget.,
The increases in the departmentsl estimates in the General Accounts
were strongly criticlsed on the provnds that it represents a perma-
nent expansion of Govermment spending.

The necessity of obtaining additional sources of revenues
and the desire for & more simplified and flexible tax system was
responsible for the complete revision of the present tax system
towards the end of the year. The new tax system, which has vet to
be approved by the Diet, and which will undoubtedly be introduced
from the beginning of the next fiscal year on Afril 1, 1940, will
provide for a further increese of ¥373 million in revenues next year
and an incresse of sbout ¥510 million thersafter. All classes will
share in the increased tax burden w.ich has been made necessery by
the increasing costs of government and the military activities in
China, The rise in revenue from taxes, from approximetely ¥1,050
million during the 1936-1937 fiscal year to ¥2,245 million in the
1939-40 fiscal year, reflects the tax burden whbh has been imposed
sinee the outtreak of the Chine inocident,

Ample funds were available for the financing of the 1939-40
budget &nd the industrial expansion program, the total capital pay-
ments, including short-term Government notes, reached ¥10,845 million
campared with ¥8,6825 million during the previous year, according to a
report of the Hypothec Bank of Japan. Stock payments increased by
¥20€ million to ¥1,739 million while the value of corporetion bonds
increased by ¥644 millicn to ¥2,083 millisn - both record highs. oOf
the total new capital pald for corporetion bonds end stocks during
the year, ¥1,701 million was invested in the manufacturing industry,
&n increase of ¥842 million over the 1938 investments, and ¥310 mile
lion in mining enterprises, an inerease of only ¥19 milliun over the
amount involved during the previous year.

Lespite the heavy demand for funds for industrial financ-
ing, money rates remained easy throughout the greater pert of the
year due to the excess Government payments which averasped ¥444 mil-
lion monthly or ¥48 million more per month than in 1938, Over-night
rates were quoted at 2.19% to 2,555% during the greater pert of the
year, but the rete firmed to 2.7275% during December due to the unusu-
ally heavy demand for funds for year-end settlements.

The general inerease in business activity during 1938 was
reflected in the bill clearings which reached an all-time high in
number and value - amounting to 51,810,126 valued at ¥107,15]1 mil-
lion, increases of 9.8% and 24.4% respectively over the previous
year. There was a further reduction in the number and value of dis-
honored bills reported in 1939, the total emount involved being in-
slgnificant compared with the total clearings.

Jorelgn Trade:

The total forelgn trade of the Empire was valued at
¥7,080 million, & 23% increase over the previous year but a 3% de-
clinq from the all-time record esteblished during 1937. Exports,
which totalled ¥3,032 million, incressed by 35% over the previous
¥eer toc a new high level. Imports of ¥3,127 million were 10% greater
then in 1938. The favorable merchandise balance of trade was valued
at ¥805 million, the highest trade belance ever recorded.
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The forelgn trade of Japan Froper was valued at ¥6,494
million, an increase of ¥1,141 million or 21% over the previous year.
orts were valued at ¥2,917 - & 9.5% increase. Exports were valued
at ¥3,576 million - an all time high, and an increase of ¥886 million
or 38% over the previous year, The favorable merchandise balance of
¥650 milllon represents a marked increase over the 1938 favorable
salance of ¥27 million.

The expansion of the country's export trade during the
past year was primarily the result of increased shipments to the yen-
bloe countries, as despite the restriections imposed on this trade
during the fourth quarter, total shipments to Manchurla, Kwantung
Leased Territory, and China (exclusive of Hong Kong) were velued at
¥1,747 million, & gain of 50.0% over the 1938 trade. Imports from
the seme countries were also much higher than in the previous year,
inereasing from ¥564 million to ¥682.9 million, a 22.1% gpain,

Trade with foreign currency countries increased by 12.1%,
exports rising by 18.0% to ¥1,829 million, and imports by g.4% to
¥2,234 million. The net unfavorable forelgn currency merchandise
trade balance fell from ¥575 million to ¥405 million.

Japan's forelgn trade by geographical areas showed some
variations compered with the previous year but feirly significant
changes compared with the trade in 1937. In brief, there has been a
definite increass in the importence of Asistic markets, perticularly
the yen-bloc countries, the shere of this area in the export trade
rising from 51.8% in 1937, to 62.0% in 1938, end 54.9% in 1939, and
in the import trade from 34.3% to 38.4% and 40.4% respectively. All
other geographical areas took less from Japan in 1939 then in 1937,
although during the past year the exports to North American markets
{Includes United States, Cenada and Alaska, according to the Japanese
tisde returns.), accounted for 18.4% of the trade, compared with 16.4%
in 1938, Only North American countries increased their share of
Japan's import trade during the past two years, accounting for 36.4%
of the total forelgn merchandise purchases in 1937, 37.8% in 1938,
and 38.7% in 1939. There was somé improvement in the relative im-
portance of South American imports during 1939, namely from 3.4%
to 4.0% of the total, but the share of this area was not so great as
in 1937, when arrivals from tnis source accounted for 4.3% of the
total.

Shipments of all economiec groups registered substential
-alue galns during 1939. Foods, drinks and tobacco increased by
43.6% &8s the result of increased exports of aguatic products, tea
and canned foodstuffs., Raw material shipments advanced by 74.4%
due ‘to the heavy volume of lumber shipments to the yen-bloc countries.
A 41.1% gain was registered in exports of semi-panufactures due to
the rise in the velue of raw silk shipments and substential volume
and velue gains in the exports of vegetable oils, and cotton and rayon
yarns. Exports of manufsctured goods increased by 23.5% due to the
heavy demand for such products originsting from Manchurie and the
oocupied arees of China.

There was a significant increase in the valus of imports
of raw materials and semi-menufactures during 1939, and a decline in
the value of arrivels of manufactured products - a reflection of the
efforts to reduce the unfavoreble ruraign currency trade balance by
the processing of materials in Japan. keceipts of raw meterials ad-
vanced by 9,1% and semi-manufsctures by 22.5%, incressed purchases of
oil cake and Tew cotton being respomsible for the gain in the velue
of the former group, and a sharp incresse in the velue of certain
urlisted items, believed to be chiefly ores and metals, was respon-
sible for the gain registered in the latter group. Heavler purchases
of beans and peas from China were the sole resson for the increase in
the totsl arrivals of food, drink, and tobacco. Reduced purchases
of aircraft and sutomotive products are believed to heve been primar-
ily responsible for the 12.8% decline in the value of imports of
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of manufactured products during the year, as machinery imports,
wileh constitute one of the major items of the fFroup, were somewhat
higner then in the previous year,

Varlous steps were teken to eliminate some of the dirri-
culties which had been experienced by the export trede durinc the
previous yeer and to encourege the trade. The measures introduced
during 1939, included the modificetion and the extension of the link
system, & system of compensetion for producers of export products,
end the establishment of specisl firms to fecilitate the delivery of
raw materials to firms engeged in the manufecture of goods for
forelgn markets, Cespite the desire to promote exports, some effort
was #l2o made to conserve existing supplies of basic meterials and
equipment by the subjecting of & wide range of non=-ferrous metals
and minerals, industriel and electrical machinery, and drugs to a
system of licensing, Similar restrictions were also imposed on a
wide range of products for shipments to the ¥en-bloec countries.

Forelpn Trade with United States:

Japan's total trade with the United Stetes was valued at
¥1,6843 million, a 24.5% gain over the previcus year. Imports were
valued at ¥1,002 million, a 9.5 increese and exports at ¥641 million,
8 sharp rain of 50.8% over the previous year. Imports of raw cotton
which constituted only ebout 15% of the value of the total United
Stetes trade with Japan, declined by 11.8%, this loss being more
thén offset by increased purchases of scrap iron, refined copper,
e&nd mechine tools. Although not shown in the official custome re-
turns, it is believed that the value of importas of petroleum pro-
ducts, sireraft and automotive products also fell off during the
year.

There was a substential improvement in exportas of many
important items to the United Stetes during 1939. The sharp rise in
rew silk prices wus entirely responsible for & velue pain of 47% in
5 lk shipments, &s the volume was below that of the previous year.
Cains in other commodities, however, were even more pronounced, Tea
reglstered an advance of 79%, amcquatio products 168%, eanned foods
162%, vegetable oils 71%, fish oils 60%, camphor 91%, unbleached cot-
ton textiles 338%, and electric bulbs 82%, More moderete advances
were noted in the value of porcelainware and toys, these items re-
fistering gains of 28% and 16% respectively.

Effects of the Burcpean War:

The outbreak of the European war hed a stimulating effect
on eéxports to all markets, including the yen-bloc arsas desplte the
restrictions imposed on shipments to these areas during the last
gquarter, although the value gains regilstered during the last four
months of the year were due to the fall in the value of the ¥en.
Shipments to 81l countries, which had averaged ¥263.3 million during
the first eight months of the year, inoreased to ¥387.5 million dur-
ing the laat four months. Exports to the yen-bloc arees inecreased
from ¥132.3 million to ¥172.0 million, while those to foreign cur-
rency countries from ¥131.0 million to ¥165.5 million., The most
Pronounced geins were made in shipments to the North American and
South American merkets, the former increasing from & monthly averags
of ¥40.6 million to ¥83.0 million and the latter from ¥4.3 million
to ¥8.2 million. Exports to "other Asistic markets" advanced from
¥45.2 million to ¥53.0 million, to Central American markets from
¥3,0 million to ¥14.2 million, to Oceania from ¥7.3 million to 9.4
million, and to European merkets from ¥19.6 million to ¥20.1 million.

Imports were comparatively little effected by the war,
aversping ¥240.5 million during the last four months, compared with
¥243.4 million during the previous eight months, elthough arrivals
from European markets dropped from ¥£9.3 million to ¥18.8 million.
Imports from Germany were surprisingly well mainteined despite the
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economic blockade, receipts from that country being valued at an
average of ¥8.7 lillian uring the September-December period, com-
pered with ¥14.5 million during the previous eight months,

Tne Outlook for 1940:

No improvement cen be anticipated in Japan's general eoo-

nomie position until the economic resources of the natien ere dir-
ected towards the production of productive goods insteed of non-
productive military equipment, The many perplexing economic problems
facing the nation &t the beginning of 1940, can not be solved by the
strengtnening of Government control but only by the terminstion of
the militery campalgn in China which is ths root of the economic ills
of the nation. Furthermore, the trend of economic developments during
the coming year will depend largely on the course of motlon which the
United Stetes intends to follow re rding exports to this country.
# complete embergo on exports of ai? meterials would disrupt Japan's
plans for industrial expansion, curtail the output of the munitions
industries, and greatly hendicap the export trade which is dependent
to & consldereble extent on American raw meterials end seml-manufso-
tures.

In the financial field, the outlook is decldedly unfavor-
able. The nation appeers in no immediste danger of a complete fin-
anclal collapse but nevertheless a more pronounced i=flationary trend
is anticipated with the consequent ill-effects on commodity prices,
production costs, and living costs. Bond issues will, of necessity,
have to be larger than in the pest and it is probable that compulsory
measures will have to be introduced to ensure & satisfeactory absorp-
tion of the new issues, Strenuous efforts will be made to cope with
the cxpansion in note issue end it is most likely that & compulsory
system of savings will be instituted.

The commodity shortages, perticularly the shorteges of
daily necessities will not only continue but will probably become
much more acute than they wer: during 1939, end in order to cope
with the situation the Covernment will undoubtedly be forced to in-
stitute a rationing system for such commoditiss as rice, matches,
coal, charcoal, and sugar, Only a very slight_gain in the volume
of industrial production is anticipated during 1940, due to the lack
of adequate supplles of raw materials and the probabllity of a pro=
nounced fuel and electric power shortage during the first quarter of
the year. '

Farm income will probably be about the same ma in 1938,
&nd continued prosperity is anticipated in rural srcas. In all Fro=-
bebllity, average silk prices will pot be meintained at the high
levels which prevaeiled during the latter pert of 1939, but any de-
cline in farm income from this development will undoubtadly be off-
set by higher average rice guotetions. Particular efforts will be
mede to furnish adequate supplice of goods to form ereas, perticu-
lerly ferm implemsnts and fertilizers, in order to meintein erop
yields &t setisfectory levels., Efforts will also be made to stabi-
lize the prices of goods for consumption by fermers even at tha cost
of Covernment subsidies. Although there is every prospect for
another prosperous year for agriculture during 1940, the current
rice situation is edmittedly precarious. Any adverse developments
such as unfavorable weather or floods which might affect the 1940
rice crop would be calamitous for the netion.

It is anticipated that exports will be mainteined et a
bigh level during 1940, due to continued heavy shipments to foreign
currency countries. Imports should shew little chenge due to the
rise in world commodity prices sirce the outbreak of the European
wer, although Japen's volume of imports from forelgn currency coun-
tries will probebly decline. Imports from the United States are ex-
pcoted to at least remain st about the 1939 level in view of the de-
pPendence on that country &s a source of rew materials for the hzevy
industries, providing, of course, that no restrictions, moral or
otherwise, are imposed on shipments to Japan. Every effort will be
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made to maintain export shipments to the United Stetes, but it is not
likely that the total value of the trede will show much improvement
due to a grobubln decline in rew silk quotetions, Perticular efforts
will be directed towards improving trade reletions with South and
Central American countries,

Government control will be extended and intensified to
provide for the official reguletion of all phases of business, in-
dustry and tradae,
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Jepaness Naval Writer Discusses United States Havy

The best known Japanese Naval writer, Mr, Masanori Ito,
who formerly had close relations with the Japanese Navy Depart-
ment, disousses the U.5. Navy and the naval bullding program,

It is interesting to note that Mr. Ito Stetes:

a. In his oploion the relative strengths of the
dmerican and Japanese Navy are § and 4.

b. Japan must inorease her bullding if this radto
is to be maintained,
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Report No. 21

Japan
r:grulrr 15, 1940

Japanese Naval Writer Cisousses U, S. Navy

The following articles by the well known Japanese Naval
writer, Masanori Ito, have received widespread puhliuigr in Japan,
having been first published in Japanese in the Tokyo Asahi and later
‘n English in the Japan Times, both daily and waskly,

¥r, Tto has in the past had excellent relations with the
Japanese Navy Department, and it has been considered that the views
expressed in his articles reflect to a very great ext.nt the views
of the Japanese Mavy. In recent years no Japanese besn able to
write intelligently of the Jepanese avy, since all aspects of that
service are consldered to be secret. !r. Ito's articles have, there-
fore, leost much of their value and interest,

These articles, in which the American naval programs and
the American fleet are discussed are forwarded in full trenslation in
view of I'r. Ito's past and present connections with the Japanese Navy.
It is probable that they were prepared after consultation with the
Japanese Naval Publicity Section, and represent semi-official naval
opinion in Japan. This Japanese estimate of the comparative strengths
of the American and Japanese navies is interesting, and it should be
noted that the hope 18 & essed that "publiec opinion" in the United
States should be exerted“#helve the latest United States building
program since it tends to cause antegonism between America and Japan.

U.S.Nsval Expansion Program May Frove Memace to Japan.

"Five years have passed since the world began its armament
expansion rece. In that time the aggregate military budget of all
E;;énns jumped from ¥22,000,000,000 in 1932 to ¥65,000,000,000 in

"If we realize that military expenditures of the aight
ma jor powers totalled ¥13,000,000,000 in 1913, just before the “orld
War, it is easy to see how intense hes been the armament race in
recent years.

"Under those cirocumstances no netion could afford to stand
aloof from the drive for lerger and larger defense systems., All
Tound it vitally necessary to participate, regardless of their
national policies. Even though their policies called for world
peace and friendship through trade, those policies were considered
the very reason for arms expension. Every country consldered its
arms expansion a protection measure.

"President Roosevelt's message to Congress January 4,
which cited a defense budget amounting to ¥10,000,000,000 stressed
the necessity of such an expenditure because of the United Statea’
national policy.

"Since the armament expansion plan is nothing new in a
world plunged into a frantic race for larger defenses, the American
people must heve taken it as & matter of course.

"But since we live on the other side of the Pacifie, it
cennot fail to attract our attention. Geogrcphically we ere com-
pelled to be interested in ony news sbout the United States Mavy.
Likewise, 1t is the United Stotes which is of all countries most
concerned about developments in the Japanese Navy.

"The President's messtge exploined the necessity of the
expansion plen, but the resl expension has been golng on ever since
he was elected Fresident.

"In 1932, America's defense budget was §770,900,000, or
6.6% of the total. In the present year the defense budget is
¥2,336,000,000, ocoupyling 27.8% of the totel, This means that
anhusl military expenditures hove increesed three times during
Roosevelt's presaldency. The increasing defense budgets heve been
spent steedily for o premediteted expansion progrom.
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"lLeaving aside the Axn{ and Army Air Force enlargement
plans, which are comparativel ess interesting to this country, we
shall examine how the United States Navy has been enlerged.

"The examination will present to our eye a great, well-
balanced fleet which has been looming with increesing clearness in

detail.

"When the universal naval expansion race had not yet
started, in 1933, the United States appropriated $130,000,000 from
the Industrial Recovery Fund to build 32 battleships aggregating
120,000 tons, oMstensibly to help business recovery.

"Born in this stage of expansion are the two aireraft
carriera YORKTOWN and the ENTERFRISE, the 10,000-ton ciulser
JUINCEY and the 10,000-ton light cruiser BROOKLYN and twenty
uiuiaur-dautraroru each with a cruising range of 6,000 nautical
miles.

"The famous Vinson plean was announced in 1934, involving
8ix capital ships and 86 auxiliery ships mggregeting 102 craft and
430,000 tons. It had a great significence to the United States
Navy and added to the pressure Jupan was Teeling in the Vest Peci-
fie because the plan fundamentally was aimed at enabling the Main
United Stetes Fleet to carry out & long-range expedition.

"Because the 15 capital ships of the U.S.MNavy lacked
auxiliary craft which would have made possible a transoceanic ex-
pedition, they did not constitute a menesce to Japan at the time of
the Manchuriap Incident. The Vinson plen wes formulated in view of
this feet. For the U.S.Mavy, the plan was most appropriate, for
Japan it constituted a menance.

"The second Virson plan was announced in 1938, adding to
the Pacific tension. Considering the first Vinson plan unsatias-
factory for the operation of a lerge fleet in the seas 4,000 nauti-
cal miles off the American coest, the United Stetes decided on a
20% expansion, inecluding construction of craft speciamlly suited for
ocean strategy. It imvolved two battleshipa, two alreraft-carriers,
nine cruisers, 23 destroyers, nire submerines, and P8 various spec-
lal duty eraft aggrepating 71 vessels and 400,000 tons.

"Many ships bullt according to the above plens are now on
the Pacific. 98 others are still under construetion.

"America's neval expansion, which hes been made to date
in three stages, led the world nrvel race rether.than followed it.
The fourth expansion plan is now presented to Congress.

"The expansion program which has been followed by the U.S8.
ilavy maoy be summed up as follows:

(a) Expension for Industrial Recovery, 1933, 32 craft and
120,000 tons. .
(b) First Vinson Flen, 1934, 102 craft and 430,000 tons.
(o) Second Vinson Plan, 1938, 72 creft and 400,000 tons.
Totel: 206 craft end 950,000 tons.

"The werships involved in the three plans are: 8 capital
ships, 5 eireraft carriers, 21 crulsers, 100 destroyers, 41 sub-
marines, 30 vessels for special duties. Some of the ahipa elreedy
were built, the majority are now under construction. - ¥ork on the
rest will stert this year. All the vessels involved in the expan-
sion programs will be at sea in 1942.

"The present U.S.Navy 1s gieontic but it lecks belance.
Besides the ARKANSAS with 12-inoh guns, it hes 14 cepital ships,

5 eircreft carriers, 18 eight-inch-gunned cruisers, 17 six-inch-
gunned light crulsers, 223 destroyers end 91 submerines, totelling

469 eroft end 1,250,000 tons.
"Closer investigetion, however, reveels that slthough in

tonnege the rctio of the U.S.Nevy to Jopen's 1s 5 to 3, in reel
strength it is 4 to 5, in my estimate. This is because obsolescent
ships with poor performencos &re listed in the first fighting units
in. its lineup. It recl battle these old vessels will prove cn im-
pediment rether than help.

27
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"Especlally noteworthy are its destroyers, of which there
are 223. In my view, nnl{ from 55 to 80 of them will be useful in
transooceanic expedition, in the points of oruisi range, Tighting
power and speed. The rest of them are good only for coast patrol,
The seme mey be said of the submarines. About two-thirds of the
#l undersea craft belong to obsolescent types,

"The U.S.Navy has a sufficient number of B-inch gunned
oruisers but is short of é-inch-gunned light oruisers, In the
latter type the U.S.Navy lags behind the Mpanese Navy considerably.
This lack in light crukers and destroyers grestly lim!ts the par-
formance of the main fighting unit in a transcceanic expedition.

"The figures above are of January 1939 but subseguent
additions were quite few. They explain clearly why the 1933 and
1934 expansion programs were necessary,

"We shall now examine what sort of improvement 18 being
made under the three-stage expansion program.

"Warships built after 1933 are the most up-to-date in the
world. At this rate, the U.S.Navy is likely to boast of a well-
balanced fleet which will find it easy to accomplish a 4,000
nautical mile expedition., Such a fleet will comprise 21 capital
ships including esight newly built ones, elght alreraft carriers
and about 600 alrplames. The light ocruisers will number 35, the
new destroyers 144, and the new submarines 56. The U.S.Havy's
fleet in 1942 will be composed of the following oraft:

Battleships 2l 550,000 tons
Alrcraft Carrilers 8 200,000 tons
Cruisers 50 450,000 tons
Lestroyera 144 228,000 tons
Submarines 56 82,000 tons
Total 279 1,510,000 tons

"If special service ships are added, the total will be
about 300 ships smounting to 1,600,000 tons. The whole tonnage will
be far superior to the present U.S.Navy's in quality.

"Especielly the quality of the U,5. auxiliary vessels in
1942 1s far better than that of 1933. And auxiliary vessels as a
fighting unit 1s very importent. In fect destroyers will be a de-
cisive factor in & large naval battle,

fBEritain feels herself still unsecure with her more than
170 destroyers. Because Cermany lacked cruiser-destroyers, she
had to sacrifice one of her pocket battleships for commerce dest-
ruction warfare. Polend's navy is not yet defeated because ita
three destroyers are still ective in the North Sea. The United
Stetes could stage a nevel bettle near Japan if only she had a
powerful fleet of destroyers.

"The new United Stetes destroyers are of two types. One
is capable of cruisi 6,000 nautical miles without refueling al-
though it is only 1,500 tons and carries 400 tons of heavy oll.

It has four S5-inch guns, sixteen 2l-inch torpedo tubes and develops
¢ speed of 37 ncutical nautical miles per hour. It costs ¥17,000,-
000 to bulld a vessel of this type.

"The other type is 1,800 tons with eight S5-inoh guns, 12
torpedo tubes, It has a crulsing range of 6,000 nautical miles.
The U.S5.Kavy is said to bosat that it comperes favorably with a
Japanese destroyer of the FUBUXI type. 1t costs ¥20,000,000 to
build & destroyer of this type. The sum is the same as required
for building the Japanese battleship YAMASFIRO.

"The United Stetes will spend about ¥1,800,000,000 to
build & fleet of one hundred new destroyers of the two types. Yhen
it is completed it will become possible to stege & battle for sbout
o week in the waters neer Japan efter refueling at Vake or Midway.
I might Add here that America's new submarines are able to erulse
from 15,000 to 17,000 nautical miles without refueling.

"rngwever, the United States is stilll unsatisfied with this
stege of expansion. The Vinson plen,proposed to Congress on Janu-
ary 3, the fourth expansion since 1933, aims at & 400,000-ton
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increase in the present neval strength., It also stipulates that
the Freaident is to be empowered to increase the rate of expansion
to 50% and that the Maval Air Force is to be increased to 6,000
eraft. At least, part of the plan is expected to be realized and
will constitute a considerable menace to Japan., In the three first
stages of its expansion, the U.S5.Mavy will be more powerful than
one strong enough to defend the country. In the fourth stege, it
will become definitely & mevy strong enough to attack another coun-
try. And Japan will be forced to cope with it.

"In the lprlnf of 1938, editoriels of the Kew York Times
played a leading part in the shelving of the bill to militarize
Guam, We shall watch whether the recently proposed neval expansion
plan, which tends to cause antegonism between America end Japan,will
be likewise lald aside by the force of public opinion.”

B. U.S, Navy to be Modernized.

"For over two years the organization of an independent
ftluntlc Fleet has been urged in the United States, and recently
opinions in favor of this move are geining forece. It is probable
that such a plen may materiamlize - but in a remote future. However,
since America often accomplishes the unexpected, the organization
of an hmerican Atlantic Fleet has more possibility of realization
than the grand-scale construction progrem announced by Spain re-
cently.

"International politics would be the determining fector.
An early peace in Europe would cause the plan to be dropped, since
it 18 probable that & policy of the limitation of armaments would
be followed by the Powers after the war. Should the war be pro=
tracted, there is a strong possibility that Americe will carry out
8 great expansicn of her I'evy. It should be remembered that Ameri-
ca may gradually construct ships without announcing a definite plan
for the organization of an Atlentic fleet, Tt should also bé re-
membered that additional ships so built could reenforce the Pacific
Fleet within one week. In other words, an additional navel vessel
on the Atlentic 1s a potentisl unit on the Pacific.

"In the past, in certain circles in Japan it was main-
tained that battleships displacing over 35,000 tops could nmot pass
through the Fanama Canal. This is nothing but propaganda. Ships
with e beam of 106 feet heve no difficulty in passing through the
canal, (The beam of the HOOD, the largest warship afloat displiacing
42,000 tons, is 108. The same desipgn is practicable for a 50,000-
ton battleship.) :

"Several months apo American nevel authoritles announced
thet the ectual retio between the U.5. and Jepanese Kevies stood
a8t the rutio.of 5 to 4. It wes suggested thet while a simple .com-
pariscn between total tonneges of the two nevies remtined at 5 tn 3
a8 was provided by the Washington Treaty, when age of veasels and
vquipment is teken into considerstion the sotual ratio atood at
S to 4 and that accordingly in order to regain her superiority
America hed to build additionel shipa.

"Lepending on the methods of caleulation the retio may be
variously computed at 5 to 4 and 5 to 3.5. At any rate the author
firmly belleves that the Japanese Navy's actual fighting strength
is above the ratio set by the “wshington Treaty. Accordingly, he
believes that our nevy should be able to meet the U.S5.MNavy and
retaln control of the hest Paclific. From the American standpoint
her Fevy is not strong enough to insure victory 5,000 nautical
miles away. JIn short, the Japanese Navy in an egressive campaipn
%11l necessarily be defeated, but on the defensive it will hove a
chanee to win. The U.S.Navy will always be victorious egainst
Japen if it remeins on the defensive but mey be defosted if it un-
dertukes an oversens campaign. Japen desires to add to the mergin
of safety in her defensive strategy and eventually to esteblish e
mcrgin which will scoure her position for an agressive campaign.
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"The competition is silently but steadily golng on. It
has been some time since the question of a naval race was much be-
fore the public but nevertheless the neval authorities of both
countries have been busy in building and manufacturing ships and
naval equipment. The rumor that Japan is bullding super-NAGATO-
class ships, and the fect that the U.S. has decided to construct

two battleships displecing 45,0 shed some light upon this
silent osapetition.  E e0s000 tons BE 20

"Aa to the motual situation existing at present one im-
portant fact is that during the past three years America has suc-
ceeded in modernizing her auxilicry vessels, For instance, at
bresent she has completed 18 10,000-ton-8-inech gun cruisers com-
rarable to our ATACO class ships, Her treaty eruiser fleet is the
largest in the world; and even though our FURUTAXA cless vessels
are ineluded our comparative retio in this category is but &80%.

"In addition to the 10,000-ton-8-inch-gun cruisers, light
crulsers and destroyers are types indispensable for an overseas
campeign. In America, the construction of these typese has pro-
gressed rapidly; the BROOKLYN class crulsers dlsplacing 10,000
tons and carrying 6-inch gurs are in no way inferior to our
KUMANO class ships, and the ATLANTA class vessels are superior to
our ISUZU class. In three more years America will be in possession
of 50 cruisers with a total displacement of 450,000 tons, including
the atove mentioned light crulsers as the main force.

"The same improvement will be accomplished with destroyers
types and within three years new destroyers numbering 144 unita
displacing 228,000 tons will be in service., The existing destroyer
strength consits of 223 vessels of which modern units do not ex-
ceed 52, Thus, by 1942 American destroyer strength will be trebled.

"In the same manner large submarines capable of overseas
operations will be incremsed to 58, with a total dlsplacement of
82,000 tons which is more than twice the existing strength.

"The question is what will be Japan's naval strength in
1942, when the Americen construction programs are corpleted?

"Provided that the existing comparative retio 18 now 5 to
4, how much building will be necessary to maintain the ratio? Or,
is the necessary construction alresdy in progress? We should re-
member that the silent constructlion race is going on.
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No Changes in Japanese Naval Progrems te Remilt from
Latest imerican Program

Japan will not increase or change her building program
a8 a result of recent proposed inoresses in the U.S, Havy.
Her present program was formulated after censidering previous
dmerican programs and whatever changes may be necessary will
be made after further study has been given tc the latest
dmerican program.
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No Changes in Japenese Naval Progrems to Result from Latest

smericen Progrem

The noncern with which the Japanese press and people have
received the reports of the contemplated increases in the American
Navy have been reported to the Department. This concern appears to
be genuine and widespread. However, according to statements reported
to have been made by the Faval Minister in the B::gut Committee of
the Ciet, the Japanese Navy does not proposs to e any changes in
the building progrem alresdy drawn up - at least no. for the present.
Vice Admiral Yoshida stoted that while the latest Americen expansion
prograz was scheduled for completion within the next two years there
was conslderable diffarence between beginning a progrem and finishing

.it. Japan will therefore not have to begin a counter-program immed-
istely but can watch developments, Tecelve more complete and detalled
informution, make certain studies and then formulate her own bullding
program to meet her own needs. The Naval Minister also intimated
that Japan's present program is based on the previously approved
American programs, aad thet if the funds for cortinuing this p am
are approved, the Jepanese people can feoe the future with confidence
that their Navy is sufficient for present needs,

In discussing the Novy section of the China Incident Bud-
get, the Navy Minister stated that the ¥737,.000,000 which was re-
guested was to be used for the meintenance of vessels, transports,
air units and landing prrties in China - including pay, purcheses of
munitions, clothing, food, fuel, general supplies, emergency repelirs
to vessels, ond grants to wer dead. He withheld further detsils in
order not to reveal "strateglc secrets” and mede no mention of the
use of China incident funds for nucvel construetlon purposes - & use
to which u considereble portion of these funds is being diverted.
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General Intelligence Summary - International Relations

The most pressing international problems which now face

e Japenese Government, aside from the problems arising from the
nostilities in China, ere the adjustment of relations with the United
States and with Soviet Russia, Curing the past several months the
Japenese have made verious attempts to improve relations with the
United Stetes so that a Treaty of Commerce end Nevigation might be
negotiated and at the same time to remove various points of friction
between Japan and the Soviet Union. So far these efforts heve met
with indifferent success. Not only has Jeapan's internetional posi-
tien shown no improvement but with Americen-Japanese trade relations
being placed on a "twenty-four hour" basis, it appears to hrve weaken-
ed conslderably.

The uneasiness and uncertalinty of the future of Japan's
relations with foreign countries has been reflected in the interpell-
ations in the Ciet, in the press and in the general conversation of
the people. There is & deep undertone of enxiety in regard to the
present situation, both internal and external, and certainly one of
the greatest oauses for this anxiety is Japan's precarious internation-
al position., This is a period of crisis in Japan's history, and from
the Japanese standpoint this crisis is made worse by the fact that
nobody in Japen seems to know what to do to meet it.

Jepanese-Chinese Reletlions:

Japan's internetional diffieulties spring from her pro-
blems in China. During the pust two end & half years she lias spent
164 billion yen and lost several hundred thousand of her best citi-
zens in trylng to carve out an Empire on the continent. So far she
has failed and to muke matters worse she doesn't know what to do te
insure success. Greater militery efforts are possible, but they
cannot be exerted without running grave risks of internal trouble and
dissention. Present militery efforts have proved inadequate and na
Egtreat is possible without endangering her hold on Manchoukuo snd

osen.

Hecent Japanese military efforts heve been designed to
inflict severe damage on the remaining Chinese ermies rether then to
ocoupy territory. Crives to the west of Paotow into Inner Yonrolia,
to the north of Centon and to the west of Fanning have been mude,
and in esch case the Japanese have withdrawn - for no good reason ex-
cept that the forces used were not strong enough to defend the ex-
tended lines of communicetion. No real progress hes been mede since
the capture of Nanning. Other Japanese efforts have been designed
to cut the remaining supply routes to the interlor of Chine and in
this, greater success has been attained. The recent attacks on the
Yunnan rallway seem to heve destroyed for all practicel purposes the
most important remaining route. Further attacks on this line and
the roads from Indo-China can be expected, and if the "incident" is
not settled soon, attecks on the Burma road and on the overland routes
to Soviet Russia can be expected.

The Japanese publie is putting great faith in the new cen-
trael Covernment about to be formed under Wang Ching-wel. They be-
lieve that the peace terms revealed in Hongkong eerly in Januery are
approximutely correct. Unfortunately for Japan the acceptence of
these or any other terms by & new puppet government, will not create
the stability end security necessary for economic and political re-
construction, Jepen must continue to lose men and to spend money
in China - because if she does not she will find herself reduced to a
gecund or third rate power and she is not yet prepired to edmit de-

eat.
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Japenese-Americen Relations:

The Japenese do not know what to do about thelr relations
with the United Stetes. They realize that it 1s essential for Jepan
to continue to export silk and other products to America eand to
nave American rew materiels evelleble for thelr use and now they find

jemselves in the position of being essured of nelther of these
sssentials. The action of the United Stetes in terminating the
Treaty of Commerce and Navigation hes left Japan without any such
assurance whatever., The Japenese Government, the Army and the people
are genuinely alarmed - in spite of bold announcements that Japan
will not give in to outside preasure,

If it is the considered poliey of the United Stetes to
do everything short of golng to war to heve the Japanese continental
program fall, the present policy of "non-cocperetion" with Japan
will be continued. Each month finds Japan becoming weaker and
weaker - economically, financlally, scclally end militerily - and
each month finds her farther and farther from her goel in China
provided Chinese resistance does not collapse completely. It m{ght
even be to the advantege of the United Stetes to give greater assls-
tance to China - financisl, materiasl and moral, in nrder to increase
China's ability and determination to continue the struggle.

Many Americans appear apprehensive that such a course
will eventually lesd to hostilitles with Jepen, but it is believed
thet such & risk is very remote. Other countries - Soviet Russia,
Grest Britein, France, Germany and Itely - heve supplied China with
meterials, money, technical essistence, etc., and have not gone to
wer with Japan. The United Stotes can do the same without taking
undue risks.

Other Americans believe that Jopan end Soviet hussia may
combine and mgree to split Chine up Into spheres of influence. This
of course is possible but effective Soviet-Jepanese cooperction for
any great period of time seems to be entirely out of the questlon.
The aims of these two nations in the Far Ecst are too far apert for
that to come about.

Japanese-Russien Relations:

Japan's relations with Russis are better now then they
have been for & number of years, tut they are still far from satlis-
faotory. Late last year a modus vivendi extending the walldity of
the fishery egreement for another yeer was signed and trade discussions
siming at a trede agreement between the two countries are being
held in Moscow. On the other hand the border negotiations held Bt
Chits end Herbin ended in failure end the problems connected with
the Jupanese leamses in Karafuto remain unsettled. There can be no
doubt however thet there hes been & recent improvement in relatlions
hetweaen the two countries - as evidenced by the leck of the usual
cherge snd counter-charge when the Herbin conference broke up - but
&t the same time there hos been no positive or complete rapproache=
ment.

The fact remaeins that it is to the edventage of both Jepan
and Soviet Russle to compromise thelr differences to the extent of
avolding a repetition of the Nomonhan end other border incidents, and
to restore normal trade reletlons between the two countries, This
san be done without bringing up such controversial questions as
Russian massistence to China, econflicting interests in Inner and Cuter
Mongolia and the anti-Comintern Paot. It is probeble thet in the end
it will be done, to the mutual edvantege of both countries. At the
geme time it sppeers most lmprobeble thet & genuine rapproechement,
not to mention an alllence (as sdvocated by certaln Japenags redical
elements), will be brought about in the neer future.
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Japen's relations with Britein continue to be bed, &nd the
prospects are that they will remein bed until the Chinc incldent is
settled one wey or another, An importent port of Jepen's continentel
program is to eliminate foreign interests from the Fer Eest end the
nation with the greetest interests - Great Britain - happens to be

he country which is the most vulnerable and least able to strike
back. Japanese attacks on British interests could be expected for
this reeson if for no other. There are many Japanese who feel that
this policy - which is really an Army-l'avy poliecy - is a mistaken one
and thet it is in Japan's best interests to restore good relations
with Great Britain in order to prepare for the eventual strurgle with
Russia, However, just as the work of this group begins to show cer-
tain results a Tientsin incident or an ASAMA VARU affair happens and
the relations between the two countries deteriorate sgain. Fublle
feeling in Jepan toward the British will not improve for & long time
to come.

Relations with other Countries:

Since Japan, at the present time, has adopted a policy of
"independent end autonomous" diplomacy based upon her need to dilspose
of the China affair, her relations with countries other than China,
the United Stetes, Soviet Russia snd Great Britein depend entirely
on the attitude these countries take toward the new situation in
Bast Asia. The anti-comintern pact has not been abregated, since
to do so might antegonize Italy, and feeling toward Germany has con-
tinued to be generally favorsble in spite of the Oermen- Soviet
rapproachement. Various problems between Japan and these other
countries remein but they are of minor importance. Among these are
the disagreement with Frence over the bombing of the Yunnen rallway
which mey make the negotiation of & new commercial pect between the
two countries difficult and the termination by Japan of the Treaty
of Arbitration and Concilistion with the Netherlands. These are,
however, relatively unimportant compared with other problems facing
all of the countries concerned.
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General Intelligence Summary - Sooclal
SOCIAL UNREST I.CEEASTNG

Scelal unrest in Japan 18 increasing as a result of
infletion, commodlty shortages and high costs of materialsl &/
The Japamese pecple are beginning to complain more openly,
and what is worse there are thousands of vioclations of ,
Governmental economie regulations, There appears to be no
doubt that the "apiritual mobilization® cempaign to make the
pecple endure hardships to bring about the comolusion of the
China Incident has not been completely successful. The desir
to make a personal profit from the Incident is much more in
evidencs than the desire to endure hardships.
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Soois) Unrest Imcressing.

hout Japan today there is an undercurrent of dis-

satisfuotion with the policies of the government end the results
of the "ioly War", pertioculerly concerning the economic conditions
pertaining to deily livelihood. This does not necesserily connote
that & revolution, or mass uprising, is in the immediate offing,
but as an indiuntiun of the elastic limit of JTapenese petience and
ability to maintain & united front et home, it expleins the subtle
murmurs and less concealed outeries of all classes apainst being
pushed too far by & government franticelly endeevoring to terminate
the Incident.

¥ell known ere the herdships imposed upon, end ably car-
ried by the great mass of the Jepanese people. Curing the poat win-
ter there has been r. marked shortege of delly necessitles such as
coel, charcoel &nd ges for heating purposes; cotton and wool ‘for
elothing are lergely unobteineble at any price; asutomoblles end saso-
line &re under such severe restrictions thet they properly may be
considered symbols of the wealthy, end the transportstion systems in
general heve suffered e considereble decresse in both efficlency and
eccomodation, !}atches and beer &re being rationed, food supplies are
hoarded und sold et double the offiecielly "fixed" firures, and the
cost of any mentioned crtiele has risen, officially by about 40%,
actually by about 100% over the level of last year. Faper money 1is
plentiful throughout the nation end there is sn apperent, though mis-
leeding, internal prosperity. This has been ccused by a sherp in-
ereasa {n the note issus of the Bank of Jepen, heavy excess govern-
mental payments with a corres onding infletionery trend end & terri-
fic rise in commodity prices and the coat of living.

Had weges risen in proportion to the mounting commodity
prices the populace would have hed few grounds on which to base com-
pleints, But the government, by invoking the wearious erticles of
the Nationel Cenerel Vobilizeticn Lew, attempted to stabllize weges
at pre-ineident levels, meanwhile scnctionineg some {nereases of
com-odity prices by a sucecession of officlal ediets. The differ-

- @nces between the two levels has already ceused considerable herd-
ship to the portion of the populetion who ere factory workers, office
workers and otherwlse employed in fixed selary positiona. Lebor
disputes, prineipally over wige problems, have mounted to slerming
proportions - so much so thet even the well controlled press is be-
ginning to teke. notice. The folluwing appeared in the Tokye Kokumin
recently:

"The labor disputes are becomlng serious. There are indi-
cetions thet lrborers, includine ordinary fectory workmen, skilled
laborers end techniciens, will sebotepge when forced to do 8o un-
less some meesure is devised quickly Eo pravent it. Should the
Covernment feil in seeing to it thot these fectories and firms
devise appropriete measures to cope with the -situstion with which
they are confronted at present, serious results will fellow."

According to informetlon from relieble sources, there have
been five seperate, minor outbreaks in the northern prefectures of
Honshu during the past six months. The genersl causes were & short-
age of rice, lack of food end meterirls end the resctlonery police
gsupervision of distribution. The men involved were sent to Chine
for "field sarvice", and it is expected that feww will return. The
Jupanese ere noted for their quick end forceful supprassion of any
disturbences. In Fukunka thers was & rice riot involving nearly &
thousend people, not long sgpo. It wes £bly quelled with the pre-
vailing stern measures. :
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In talking with small shopkeepers, after their confidence
hes been rained and a promise made to keep informatlion from leaking
to the poliee, it has been learned that thousands of small business-
men heve been forced out of business by leck of commodities to sell.
No replacements for certaln stocks have been fortheoming and when
the avallsble supply hes been exhausted no other alternative remained
but te close. Any recriminatlons, any bitterness volced aloud was a
sure signal that a police officer would shortly call upon the store-
keepar and demand an explanation. To the guestion, "What is there
for me to do%", the usual and obvious answer is always, "Go to
Manchoukuo". A ticket (one way) is provided free by the authorities
to the family. However, the Japanese apparently have no great de-
slre to leave the poor comforta of thelr homeland to seek their for-
tunes in the cold discomforts of an alien land, for the percentage
of men and their families golng to Manchoukuo is small ana generally
forced. Consequently, the men are coerced into factory lsbor to sup-
port their femilies, And if their wages are not sufficient to do
?:iz properly, it is reasonable to assume that they remain dissatis-

ed,

Soldiers returning from the front in China will prove
amcng the most troublesome sources of unrest in Japan. Japanese in-
formants state that the soldiers are disgusted at the misinformatlon
printed in the daily newspapers concerning the China Incident,
casualties, and the glowing acocounts of Japanese victories, Dia-
seminating & correct interpret:tion of occoursnces on the continent
will further the people's distrust of the propeganda smothering the
country. Eduorsted and thinking menend women throughout the nation
are already openly asking why, with the unbroken stream of glorious
victories featured by the press, the Imperial forces heve not suoc=
cesded in terminating the Incident and setting up the Few Order in
East Asia., The recent stetements of the Fremier and the War Minis-
ter in the Diet, crlling for the renewed determination of the people
to withstand a lengthy period of hostilities heve served to helshten
the general and wideospread apprehension and uneasiness.

It is difficult at this time to judge the ultimate effects
of this increasing sociml unrest which prevalls throughout the coun-
try. So far, it has not reached alarming proportions, because,
while the general economic situetion is becoming more serious, it
is not yet despereate. The Government is teking great.precsutions to
keep the general public from knowing exsctly what 1s going on and
being done to "stabilize living conditions”™, Vague statements,
meent to be resssuring, are issued periodically by Government offici-
als and these are generally accepted, but there is no doubt that the
Japaness pecple are becoming more and more skeptical as the incident
dregs on and commodities become more and more scarce in aspite of
Covernment pronouncements. The Jepanese have always bomated that
the natior's spirituml power and patriotic sentiment was sufficlently
great to eneble the nation to meet any possible orisis and to endure
any hardships with an indomitable spirit. The thousands of viola-
tiopne of tha Covernment's economic regulationa, the widespread
hoardings of commodities in spite of the national spiritual mobili-

- zatlon propaganda, the willingness with which all classes of people
attempt to profit by the Incldent lead to the conclusion that the
sucgessful oconclusion of the China Affair 1s not yet of sufficlent
importence to the great masses of the pecple to cause them to endure
great hardships willimgly, If the Japanese mainland were being in-
vaded theres would be no gquestion about the national morale, no
matter how great the hardships, but the success of the China cam-
pelegn and the setting up of the New Order in East Asla are another
métter. Ewven the well disciplined, docile and easily lead Japanese
are beginning to complain. If this year's crops are good; if com-
modity prices and wages are adjusted; if the shortage of consumer
goods is remedled; if the electric power problem, the coal problem
and the rice problem, are solved; and if more interest can be arocused
in the Chine affair, the authorities will be able to prevent the

f ﬂf Report Ho. 47-40
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!}'Illll.t sooial unrest from resohing serious proportions. However
the orops are poor; if the polioy of exporting commodities bldir

peeded at is continued if the China inoident continues to

57

be a serious drain on the nation's treas much longer, the com-
plainte mey change into something more serious and the undercover
ﬂml:ﬂun to the Covermment's policies may change into more ective
opposition.
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Jupanese llaval Budgets - Fiscal Year 1940-4l1

)

The _aval Zudzet for the Flscal Yoar 1940-41 as announced
in the Cffiecisl Gazette totals ¥1,786,039,570.

The ;ublished figures give no detsl 1s of the Budget, but
it should be noted that increased funds are appropriated for
ship constructicon, improvements to yards, the oxpansion of the
air force and operuting expenses of ships and stations,

The amounts for shif construction will ba Ereater in
194l-42 and 1942-43 than for the Fresemt year.
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Government's basic

Japaness Neval Budgets -

300 = Finance
308 = Budgetn

200 - Navy

goal Year 1940-4

Following approval by the Diet certain details of the

eneral budget and supplementary budgets were

promulgated in the Officlel Gazette. These detalls ere glven below.

A. Baslc Ceneral Budget

NAVY

Ordinary Acoount.

1.

2.

8

Budget Budget
Navy Lepartment Froper 1940-41 1534-40
Fay 673,088 511,760
Office expenses 281,549 231,794
TOTAL - Navy Department Proper 954,637 743,544
Military Expanses.
Pay 72,301,827 63,823,145
Office expensass {(furniture,
postege ,stationery, haull
expenses,telegrams,cables 2,566,258 1,729,229
¥iscell. pay end expenses
(foreign and domestic travel
employees pey,subsistence nn&
quarters allowance, entertain-
ment expenses, ete.) 8,999,473 7,284,939
Expenses for food and clothing 35,836,545 30,500,339
Ship construction,ordnance
manufecture and repairs (in-
gludes purchase alrplanes and
eviation equipment) 151,934,704 119,055,802
Expenses for meneuvers 911,845 715,349
Cere of patients 1,775,011 1,806,895
Upkeep of Naval Forts 1,295,331 1,200,898
Opereting expenses of ships and
atations 61,875,049 50,636,734
Hydrographlc expensea &,126,099 1,815,385
Miscell. training expenses 3,209,850 B,535,417
Ald to families of enlisted men 1,262,951 1,157,765
Subaidy to employees' mutual
aid guild 5,885,111 3,561,220
Expenses in connection with
prisoners 12,109 11,338
Confidential fund 99,300 63,300
TOTAL - Kilitery Expenses 349,488,658 285,587,555
Miscell, Expenses (discharge allow-
ance, special death gratuity,
accident allowance, etc.) 875,168 884,898
TOTAL - ORDINARY ACCOUNT 351,298,481 287,215,905
Extraordinary Account
35% 662,089 B£99,B74,625

1.

(s

a)
k)

(e)

(=9

e e —— —
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Ship construction expenses

The above item is a continuing
expenditure, Future annual allo-
catiom of funds are as follows:

1941-42 - ¥390,838,000
1942-43 - 384,185,000
1943-44¢ - 290,080,000
1944-45 - 62,330,000

Raport No. 49-40
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General Budget, continued

lppurt Ko. 49-40

* unntlnund Budget Sudpet
%E;mn Agcount, contlinued 1940-41 g-40
““Adéitions and improvements to shore
atetions
a] Office expenses 3,070,880 1,990,500
b) Naval dockyards, mdditions and
improvements to 117,806,048 65,435,234
{a) Facilities and equipment for
various defense corps £3,850,400 13,600,850
{d) Miscell. equipment for Naval
ports 5,998,200 4,021,000
!u‘ Expenses of training fecilities 13,034,258 8, 468 992
r) Expansion of hospital facilities __ 1,574,600 ?43 ‘740
TCTAL - Item 2 185,334,184 ﬂE,ﬂBﬂ,alﬁ
The sbove item is a continuing ex-
penditure. Future ennual allocations
- = = = pf funds are a8 follows: - == mmmememw === = = =
1941-42 1942-43 19d3-44 1944-45
Office Expenses 2,654,790 1,842,470 715,080 36E,470
Naval dockyards, addi- ;
tions end improvements
BO oosevsssenssssssaslf, 454,724 55,275,520 30,500,170 28,705,830
Facllities and equipment
for various defensse
COTPE +uusvsssssseon 23,445,600 11,533,800 5,011,600 3,150,400
I'issellanecus equipment
for Naval Ports .... 95 451,235 3,686,090 2,938,200 1,190,500
Expansion of training
fecilitlessiionnans 1“,{)91‘553 3 ,DE{,lEU
Bxpension of hospital
faoilities ..oavene 2,724,100 1,745,300
Budget Budget
1940-41 1939-40
8, Expansion of Naval Air Force 80, i 65,877,
The sbove item is & continuing ex-
penditure., Future ennual alleceations
of funds are as follows:
1941-42 - ¥78,820,000
1942-43 - 73,884,000
1943-44 - 29,600,000
4. Alteratlon, repair and equipment of
yeasels
a) Modernization of shipa £6,400,000 40,717,000
b) Speaiasl repairs to ships 1&,100,000 12,795,000
¢) Replacement of submerine
storage batteriles 1,781,804 1,728,424
{(d) Construction of miscellansous
boats 782,000 . 790,000
TOTAL - Item 4 43.003,904 56,030,424
The ebove item is & continuing ex-
penditure. Future cnnuel allocetions
of funds are 8s follows:
1941-42 - ¥18,687,000
1948-43 - 5,zaa.oeu
1943-44 - 4,000,000
1944-45 = 4,000,000
5. Replenishment and renewal of military
stores 11,017,000 7,864,000

Report No., 49-40
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A. General Egégat continued
, continue . Budget Budget
; ordinery Account, continued 1940-41 1938-40
g, Cenetruction end repeirs o bulldings 269,262 239,082
7. Expenses of triel digging of nevel

reserve oll field 570,000 760,000
8., Uork to be performed by Feavy for other

government departments 770,569 160,12%
9. Making charts for public sale 172,356 146,062
10. Research expenses

Reseerch in engines end ordnance 6,052,684 5,430,000
11, Gretulties

(a) Lump sum payment 240,040 2m3,040
12. Japan's shere of Internetionel

hydrogrephic expenses 2,875 %,579
13, Restorttlon of earthguake demepes 200,000 200,000
14, Despatching vessels to northern waters 880,000 180,000

15, Meking meteorological cherts of upper
eir currents 49,663 49,6683

16, Inerecse in ellowence due to epprecla-
tion of forelgn currencles 740,478 537,865

17. Expenses for ordnunce equipment for
training purposes 2,000,000 2,000,000

18, Amount trensferred to speclal eccount
to replenish circuleting cepital of

Hevy Yirds 5,900,000 500,000
TOTAL - Extraordincry heccount 677,646,669 366,726,787
Ordinery Account 351,298,487 287,215,985

—_— —_—

TOTAL - Basic Generel Budget 1,028,945,136 653,942,762

M
B. First Supplementary Budget

KAVY
1. Militory Expenses
(a] Miscell. pey end expenses 49,778
(o) Subsidy to employees' mutusl eid
'fmd 8,281
le) ¥iscell, expenses 38,381
TOTAL = Vilitary Expenses 94,440

—— e

C, Extrsordinary Militery Expenses
The Officiecl Guzette glves the following
informetion concerning this budget:

Army 2,973,000,000
Havy 737,000,000
Reserve fund 750,000,000

TOTAL 4,480,000,000

Report No. 48-40
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SQLRY OF ABQVE BUDGETS:

HAVY:
General Basic Budget
Ordinery socount
Extraordinary sccount

First Supplemerntery Budg;
Extraozdinery Filitary enses

TOTAL - NAVY

¥ 351,208,461
577,646,869
94,440
737,000,000

1,766,039,570

Report No. 49-40
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" Japanese Combined Flest - Organization

This crgenization of the Combined Fleet shows no great
change from previous years. Two additional capital ships and
four sdditionsl heavy crulsera have been added to the Fleet.
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Report Nos 61 908 - Navy
Japan 97 - Organization

April 22, 1040 - Flests

Japsnese Combined Fl-et - Organizaticn

The following ¢ ppeers t2 be crgeni-ation af the
Japaness Contined Fleet, 1hich is now helding aneuvers betwesn
Formcsa and the !'andate Islrnda. This Fleet wes in Amcy en
Z1l 'Yarah, 1940.

Cezuined E}-a:: Yiteu (F)

First Flest:
atdlv Cna Matau (F), Kegato, Ise
Batdiv Thrae “yuga (F), Kenfo, Kirishima
Batdiv Five = Ziyel (F), Haruna

[}

Dearnon Cn= = Senuai (F)
Desdiv Eleven - Miyuki, Sairayukil, Hetsuyuki
Desdiv Twenty Fcur - dewakeze [F), Unikaze, Yemtkaze,
Suzukaze

Subron Zne - Abukuma (F) % Tairel
Subdiv FElght = I=5, I=4, I-6
Subdlv Thirtesn - %

Subdlv ¢

Alrcn Cna - Akegi_ (F), Ryulc
Desdiv Sixtasn - %

senond Flest: Chokni (F)
'Tudlv Four - Chokei (F), l'aya
Crudiv Five = ! fkumr. (¥}, Suzuya, Kumeno
Crudiv Six = Chikume, Tore
Crudiv Seven - Acba, ¥inugasa

Desron Twr = Xu~e [¥) (%)
Desdiv 5ix - Eibikil, Ikezuchl, Inazuma
Desgdiv Seven - Ushin, 9bcra, Akebone
Desdiv Elrht = A-epirl, Asagiri, Yupiri

Zukron Twn = Isuzu [F) (%)
Sutdiv Elever - 7
Sutdiv Tvelve - I-6F, I-83%, I-T70
Suhdivr < 3

Alron Two = Sorya {F], Tiryu
Desdlvy P

s e N

Report No. 51-40
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Aru Aviation Items - st Fiscal Year 1940-1941

The total smount appropriated for olvil aviation in the
1940-1941 Budget is ¥50,334,540, While part of this is far
non-military aviation, {t 1a believed that the greater part is
for the pruposs o developing military aviatiom.
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<007 = hwiitien

JapLn 1006 = Crm~ercisl

April B2, 1940

Civil Avicticn Items - Futg-t Fisorl Yeer 1940-41
—— T ——TTE o I T T TN ST

The follwing 18 a resumd of the amrunts eppropricted
for oivil avieti»n in the baslc paneral budget for t.e fiso 1
year 1940-41. It is5 clear tiit tie proper plroe for most of
thess expenditures vculd be under the Army or Favy hudrets.
Fcr mxample, the ite=s "Training Inetitute fer “llois -
¥1,081,1C8", and ‘Txpenses for establishment of training
fasilities for -ilots - ¥10,757,089", is obviously intended
to aurment the training rac{litiaa for Army 'nd It vy pllots,
“xpenses for the Avlrtion Research Letoratory ¥49l,608 rnd
¥23,505,556 18 no doubt ueed as e source hy the militrry for
devalopinrer milltery alrplenes, The items, "Subsldies for
establishing air defense facllities" which edds up to a

considerable amount 1s a purely military undertaking.

Sumning

up, it mry be seld thrt the civil avirtlion items rppesring
in the Budget for tue Tisorl Year 1940-1941 are interded
almost solely for the develcpment of military avietion.

Laggrtmnnm of Jor—uniec tions:
OT ntr¥ Adadunt
~VIttion Pureau
la)] Pay
(&) Cffice expenses

¥323,7 53
751,211

Treining Institute for ciroraft crews
(a] Pay BE,074
(b) Sxpenses of vork perfarmed 1,339,032

Centri 1 Aviation Research Latorctory
{8) Pay
(b} Cperating expenses

Zxtraordine ry Ancount:
T " KIr Trensport: tlon Subsidies

Aviation subsidies
Subsidy for improvement of flylng fields
Ixpenses for estahlishment of flylng flelds
Zxpenses for establishing fecilitles for
eviation teste

54,481
425,205

Expenses for establishinc facilitles for sefe

Tlying
Txpenses for encourrgement of the avi:tion
industry
Expenses for making preprrations for openins
internetionel eir routes
Expenses Tor establishment of treining
feoilitlies for pilots
The ebove ltem i & continulns proeria
deataila of which follor below:
1t41-42 - 16,114,411
1942-43 - §,150,200
Expenses for establishing Centrel Avietion
Hesearch Laboratory

The above item is e continuings prograrm

details of which follow below:

1641-42 - 14,08E,956
1942-43 - 16,470,000
19<3-44 - 1,860,000
1944-45 - 5,292,400
1945-46 - 3,000,000
1946-47 - 3,400,000

Heport No. 83-40

¥ 1,075,083

1,821,103

491,573

10,882 ,00¢
1,1£9,837
1,280,177
200,685

109,000
573,000
4,200,320
17,228

10,757,089

2,595,856

-



Report Ne, 63-40 /2/
art-ent o 8
El!siéniﬁlnisrug a:é*é%*iﬁhant of Alr defense
racilities

Sucsldy to Japin Alr Defense Association
Subsldy to air defense corps

Department of ZEdus: tion:
Txpenses for establishment of aeroloriorl

observation froilities
Experimentcl expense: for unifying avirtion
research

Enrean Cove ent Ceneral:
IvletIcn subslales
fAr Transpcrtetion subsidies

Formosa Covernment Genersl:
AlT transportrticn subsidies
Civil avietion subsidy
Subsldy to air defense assooirtion
Subsldy for airercft repairing industry
Improvement of Teihoku eir field
Establishnent of Teihoku Ko. £ eir rield

Sagkealien Prefecture:
“xpenses for cstablishment of flying field

Alr defanse expenses

-

Scuth See Islands Preferture:

Estublishment of aliroreft communicction faeilities

tnd otter faci’ities
Establishment of feeilities for air routzs

Total
T T e

Report Mo. 63-40

¥ 5,248,477
100,070
1,300,600

12,509
50,000

72,523
649,354

1,947,600
30,000
20,000

120,000
204,000
350,000

230,000
124 ,2F7

1,188,225
512,174
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Japan will probably continue to keep her naval bullding
Programs seoreat.

\\ \\\, \\ \ \

— l—.jq.: - b i ol kT e e =
i{t we,

:ﬁ“ - jF - ’??ﬁ’;ﬂ.P Mo | Bl | LA € AR | | LA (ML e
= w[.:-:.] t.=.=|.°n|°-l“""‘ )*_;!_ﬂun e~ e ]

« TR TR T R VS, AT SRR TR i =

B IR et ebher b




W, -

lf?a-t No. 70 900 - Na
apan 902 - Pnlicy
April B8, lp40 100 - Basic Neval Polioy
's "Nava oy" Pnlic

/8 has heen repmarted tr the Depertment, the mfficiml
re-action in Japan to our Proposed naval bullding program is
thet vhile Japen 1s gravely concerned atout any expansion of
the United States Navy, there is as yet nn need for snxiety,
sinca the Jepenese Navy is "strcAg enourh tn cope with any
situetion", The Japenese Nevy Departrent realizes that in
preparine Japanese Nuval estimates they have & very great
auventage over the United States, since nur future Progra=a are
widely debtated long before they ere approved ani the vessels
authnrized ere leil down. However, another impertant regson
fer the comperative calm vith vhiel our letest Proframs ere
recelved here is thit the Jepenese Fevy is already encaged in a
tullaing rrogram walch is at lessct ¢ s large as EEET. reparted by
the Chief c¢f Neval Cperations on 15 fpril to the Senete Naval
affairs Cemmittee. fdmiral Stark's estimate cf eight battlaships,
four airzreft carriers, elght cruisers, thirty-two destroyers
end tventy submerines is relieved to te a conservative one. Vith
this progrenm in hand, the Jepenese dc not need to be "alirmed" far
the time being.

There has reen & sugrestisn that as & result of Admirel
Stark's statement regarding the Japanese program, and pretable
ineresses in our program, the Jepenese may be atliged to recon-
sider their "g=arecy peliey™ This EEY be the cesa, and it is
possitle thet we may expest seme ~fficlsl or unrfficlal discle-
sure cf vhet the Jupenese ere Colng . Hovever, the Nevel /fttache
inelines tc the telief thet the "secrecy policy" will be son-
tinued et lerst far the present . There are e numher rf prod
Teadons to suppert this telier, Firstly, the Jepunese heve come
t9 reelize the grent edventages which sre theirs ir they can keep
the United States, Grect Eriteln end ¥sllend uninformed’ srout
whet they ere dring, They know whe t these netions are Puilding ,
End they can prepere in seoret the vessels they need to meet the
netinns they consider thelr mist probeble enemies. This secrecy
policy would work t- vEPINn's disadventace oanly it the United
Statas were ta rut-build JEPLD Ty £n nverwhelming retis - sny
twe to cne, wni there BDPEETE L0 Pe no immedie te'prospect of
this. Secondly, the Jepenese Nevy does not wont the JEpEne se
Peofle to knew !ow munh their Nevy is expending. WMavel suthori-
tie= know tirt &as leng £8 they inform the people in vague terms
that this is an "amergency situcticn” snd thot in order to meet
it they must heive nertein sume of money to build up the Nevy to
meet forelgn threats, the money vill prebvetly be epproprieted. On
the ather hend, the Jepinese Diet and pecule would probetly
refuse tn scnotion a bulliing program vhich is as large g8 the
United Stutes progrem. .ith Jépe nese economic &nd finuneisl
bdsition deteriorcting uncer the strein of the Chine Incident,
the panple would que stion the visdom of embarking on & navel reagze
“i1th the weslthiest fountry in the world - for no epperent resson.

The purpnse of the Jepine se Nuvy is much better served by
k=eping from the world et lerie tnd the Jepenese people pertiov-
lirly, whut scerifices rre belng dem.nded of the natinn iu order

to ruild up n huge navy.
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eroment Budget = Filscal Year 19 1

The official Japanese Budget for the fiscal year 1940-41
ealls for an expenditure of ¥10,557,341,4%34. Ordinary and
extraordinary revenues to meet these amounts are ¥5,882,9682,303.
No detalled statements of other revepues are avallable - published
budget ﬂ?u.ru being designed to prevent the public from getting
a olear ploture of government finances,

Distribution:
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Report Mo. 71
Japen
Vay 3, 1940

Government Budget - Fiscal Year 1540-41

300 Finanoe
302 Budgets

The figures for the 1940-1541 budget as passed hy the

75th Clet ere given below:

General Acoounts.

Ordinary Extraordinary tal
Imperial

Foueehold ¥ 4,500,000 ¥ == ¥ 4,500,000
Forelgn 23,805,174 40,474,138 64,079,312
Heme 338,861,529 173,954,584 510,815,055
Finance 1,087,925,183 784,311,572 1,828 ,236,756
War 182,019,661 1,092,761,400 1,274,781,061
Favy 351,288,461 A77,646,659 1,088 ,945,130
Justice 51,536 ,E87 5,565,039 57,101,926
Educetion 159,121,968 27,540,814 les,662 ,E03
hgrioulture &

Forestry g2,035,636 146,397,464 210,433,100
Commeroe &

Industry 9,412,964 80,526,525 89,929,469
Communicetion 297,174,749 70,057,432 367,232 ,1F1
Nverseas 2,950,166 52 ,B93 P08 85,843,908
Lelfara 84,268,501 66,123,913 150,370,494

Total ¥2,662,709,008 " ¥3,160,883,301 ¥ 5,622,962,303

lst Supplementery Jooount.

Crdina
¥ 46 508, 57%

Finance

Home

Education

lgriculture &
Forestry

welfare

¥ 46,208,576

Extraordinary
¥

1,400,249
20,000

¢ ,802,400
1E2 584

¥ 11,476,233

Report No., 71-40

¥

¥

Total
48,508,576
1,400,249
20,000
g ,802 ,400
163,584

57,684,809



Reserve Fund
Trtal

Report Mo. 71-40 -2 =
_Ordipary ~ Sxtreordinery  _Total

Forelgn ¥ ge3,280 ¥ 5,033,944 ¥ 5,B97,284
nome 555,190 ' ,298 9,897 488
Finance 26,334,359 7,577,311 38,911,870
War 117,982 147,437 285,419
Na 94,440 35,947 130,387
Justioce 31,258 2o 5602 283,780
Ziucation 1,120,519 194,764 1,315,283
Agrioulturs &

Foreatry 2,172,803 43,708,073 45 ,FE0 ,B78
Comneroe &k

Industry 128,691 75,983,185 76,111,876
Comrunieations £,150,0:0 2%, 159,445 33,609,485
Gverseas 2,476 B,149,652 8,153,028
“elfare 66,985 l.iat.ﬂﬂ.l 2,04F ,glu

Total ¥ _a'I,EEE.EEE ¥yI7T, 5 : p
China Incident
ATy ¥2,075,000,000
Havy 737 000,000

750,000,000
¥4,460,000,000

The total of the forepoing accounts is as follows:

Gensral Accounts
1st Supplementary
£nd . Supplementary
Chins Incident

necoma:
]

¥5,822,962,303
57,694,809
218,664,322
4,460,000,000

Y10,557,341,434

The revenues bty which it is planned to meet the expenses
connected with the General Accounts ere 8s follows:

a, Ordinary Account.

Taxes
Stamp receipts

Receipts from CGovernment Enterprises

end proparty

Contributed from Speciel Aecounts of

Corrunications services
Contributed by Sank of Japen
Vimoallanarua recelpts
Transferred from Speciel funds

Total Ordipary Revenuss

¥ 2,589,900,599
107,000,678

453,098,327

1,500,000
27,425,095
77,763,771

7,439,558
¥ 3,345,118,939

Report Mo, 71-40
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b. Extraordinsry Acoount.

Extra profit tax ¥ 587,463,883
Sales of Government property , 937,838
Contributed by public bodles to

expenses for public works 7,584,473
Shares of public bodies in public

works 11,957,191
Receipts in Encouragement Fund for

scientific research 25,000
Transfers from Special accounts 8,071,859
Contributed by insurance companies 3,352,189
Receipts in C nsation Funds 3,888,110
Receipts in Ordinary sources from

Speclal Accounts 8,700,000
Kiscellaneous receipte 123,782,975

Receipts from issue of publie loans 1,871,177,868
Surplus brought forward from

previous fiscal ysar 75,000,000

¥ 2,477,845,384

Total Revenues ¥ 5,822 ,962,303

(Ordinary and Extraordinary)

No detalled stetement of revenues to meet the expenses
incident to ihe lst Supplementary account heve appeared. The
only statement published is ms followa:

¥440,000
229,980

57,014,849
¥ 57,684,809

Miscellaneous
Crdinary Department
Bond issues

The following is a statement of the revenues to meet the
expenses of the 2nd Supplementary account.

8. Ordinary Account.

fo7

Seke brewery tex ¥16,983,450
Covernment Enterprises and Sales of
Government property 2,035,197
Miscellaneous 51,579
Total ~YI7,070,228
b. Extrmordinary Account.
Sales of Government proparty ¥ 30,924
Share of public bodies for
public works 296,867
Donations for Scientific research 137,000
Receivable from Special Accounta 344,070
Miscellansous 13,925,964
Bond issues 178,349,383
Surplus from fiscal year 1939-1840 ;,aal,oaa
Total ¥ "

Total for 2nd Supplementary Account

Report No. 71-40
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The revenues by which the ap-ropriations for the China
Incident are to be met &re stated very briefly es follows:

Miscellaneous ¥ 400,000,000
Bond issues &,860,000,000
Total ¥ 4,460,000,000

The rullmin% table is & comparison of corresponuing
totals in the 1939-1940 end 1940-1941 budgete,

1938-1940 1940-1941
Regular account ¥ 3,604,656,976 ¥ 5,822,062,303
lst Supplementary 910,543,937 57,694,809
2nd Supplementary 19%,332,814 216,684 322
China Incident 4,605,000,000 4,4580,000,000
Totals ¥ £,409,543,527 ¥ 10,557,341,434

Report Ko. 71-4C
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Report No. 74 900 = Mavy
Jepan 912 - Ships
May 13, 194C

C/PITAL SMIPS:

Fusa Yutsu Yamashirns
Enngn Ise Haruna
Hyuga Kirishima Narato
(1) Nane unknown. (Launched 30 November, 1929 at Kure Naval
Station)

ARVORED CRUISZRS:

AsaTa Kasuga Yakums
Adzuma Idzumo Iwate

"iL" CL&SS CRUISERS:

Furutaka ¥ynka Kako
hshigara irba Takan
Kinuvkasa ftagn Hachi
Chokal Hapure Yaya
Magami }ikuma Suzuya
Humano Tone Chikumc

"B" CL’SS CRUISZRS:

Hirato Yubari Yahegi
Sendai Tenryu Abukuma
Tetsuta Jintsu Kumsa
Neka Tama Isuzu
Kitaremi Yura o1
Katorl Kiso Kinu
Kegara

Ketorl (Lsunched 17 June, 1939 et Mitsubishi, Yokohama)
Keshime (Leunched 25 Sept., 1939 st o " |
LIRCRLFT CARRIZRS:

Hoshe Kepa Ryuje
Soryu Akagl Hiryu

Shokeku (lLeunched 1 June, 1929 ot Yokosuks Neval Station)
Zuikeku (Leunched 27 Novemher, 1929 et Kawasaki, Kobe) -
SEAPL/NE CARRIERS:

Fotore Kemei Chitose
Chiyoda Vizuhn

Report No. 74-40
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BZETROYERS, FIRET LINE:

Vinekaze Nokaze Sawekaeze
Kenlkaze Tkikaze Numakaze
Shimekaze Kamlkaze Vadakaze
l.sekeze Yokaze Harukezes
Hekaze Matsukaze Shiokaze
Hetokaze Akikaze Yukaze
Techikaze Hokaze Hatsukaze
Yukikaze Cite Hayate
hsenugl Yunagl Kagero
Shirenuhi Kuroshia Oyushio
Betsushin Futsuki Ikezuechl
Kisaregl Inazume Yayol
Iksteuki Uzuki Hipiki
Setsukl Nenchl Finazuki
Hetsuhoru Fumitsuki Hetsushimo
Hegatsukil "rnkeba Kikuzuki
Iriake Vikezukl Yugure
Vemohizuki Shirstsuyu Yuzuki
Shipure Fubukl Vurasams
Shinoname Yudschi Usugumo
Semidare Shirakumo Herusams
Isonemi Umikaze ° Shiravuki
Eeveikaze Hetsuyuki Yemukeze
"urakumno Lsashio Uranomi
Natsugw.c syenami Caghio
Shikinemi Suzukaze Asegiri
Arushio Yugiri Vichishio
Emngiri £ BREUMT Sugiri

csumi Jvoro Yeme ¢ umno
Sezonemi Arure iLkebono
Einegumo Ushio

Amstsukcge (Leunched 19 Cotober, 1938 ot !alzuru Nowvel Stetion)
Tokitsukaze (Leunched 1C Neoverber, 1939 et Urege Dockyerd .Urege)
Urekcze [Leunched 10 April, 1940 et Pujinesste Dockyerd, Jdsske)
Heyesnio (Leunched 19 April, 1939 &t Uruge Dockyrrd, Uregc )
Tackrze (Leunched 19 June, 1939 ct Sesebo Novel Stetion)

ircsnl (Leunched 22 April, 1940 et ¥Meizuru Nevel Station)

_LEZSTRCYERS, SECCKT LINE:

! omo Fuji Keshi
Tsute Hinckl ¥ashi
Yenegl Hishi Xayr
Hesu Hire Sumire
Furi Yomogl +8hi
Tede Trke “akctoke
Kokl Kuretoke Tauge
Scnce Kiku Leegro
kol Yugoo Hegi
Fuyr Suzuki Kerukays
TCRFEDC BOS TS:
Chidori Heyebusc Funezuru
Kiscmpgl Tomczuru Hotsuknri
Ctorl Hiyodori Kiji
Kerl Segl Huto

Report No. 74-40
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SUBNLRIVE CHASERS:
Fo. 1 Fo., B Ko. 3
¥o. 4 No. & ¥o. 8
Hoe. 7 Fo. B Fo. ¢
Yo, 10 ¥o. 11 Ho. 12
Ho.‘ﬁl Mo, B2 Yo, 53
BUR'/RINTES:
Ro - 28 I-1 I - 54
27 2 55
£8 3 58
29 4 57
30 5 5e
al B 5@
k. 7 80
a3 B 61
34 ] 62
51 10 84
53 15 85
54 18 [-1.]
55 17 67
56 18 68
57 19 &9
88 22 70
58 2l 71
18] 22 72
él 23 73
a2 24 74
83 51 75
a4 52 121
85 53 12z
66 123
67 124
a8
SURVEY SEIP:
Koshu
GUIMBOLTS, FIRST CLLSS:
Yodo iteka

Fuskiml (Launched 26 Varch, 1939 at Fujirsgata and ﬂuk‘a]

Sumide (Leunched 30 '}ntnhar. 1939 at

"

GU30,TS, SECOND CLASS:

Kotaks Eira Toba

Hozu Jege ftami

Seta Futami Eatata
SUB ARIFE TEFLERS®

Homabesal Jingel Chogei

Taigel Takasaki

Heport Mo. 74-40
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Nisshin [Leunched 30 November, 1939 st Fure Navel Stetionm)
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REFAIR S57IPS:
J.eahi Jkeshi
1'I1™ LAYERS:
Tokiwa Ashizaki Ketsuriki
Ento Itsukushima “eehizeki
Ckirosiima Yaerama Kuroseki
Fatsushima Kuroksami Sarushima
Toshima Fasami Kuroshi ‘=
Fishima Katashima Sokuten
natoku Encshima Ninoshima
Shirakemi Hetsutaxa

Shumushu (Zaunshed 14 Lecember, 1939 at Tama Dockyard

Hibimeohi)

Fariu (Launcbed 2F fugust, 1239 at Mitsubishi Dockyard,

Yokohama)
Hashicete (Leunched 23 Decerber, 1939 et Osaka Steel “orks,
Osaks) .

Fo. 1 to 7 inol.
Fo. 11 t3 18 inol. -
Fo. 21 tc 33 inol.
ho. 41 to 48 inel.

| I 5 ZEPERS:
¥o, 1 to & insl.
¥o. 7 to 12 inecl.
Fo. 15 vo 18 inel.

OILNA5:

Sunosaki Ondo Zrimo
Hayetomo Cata Naruto
Teurumi Iro Shiriya

STCRE 5195
Yamivae ! uroto Fojima
Shiretoko

ICZ BaTAIIR:
Ndozeri

FZT L.YERS:
Shiretaks Tsubame Kapome

TRAIFIIC SFIFS:
Shikishinma Fuji

T 'ICET SHIF:
Settsu (7?)

Report lo. 74-40
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S!LVACE EVIFS”
Kurihashi Itahashi Yodohashi
Hokuyo Saruhashi

SPECI’L £ZRVICE S¥IPS:

The folloving vessels +11l be classed as speclal service
HE:?’ until more definite informetion is obtained as to thelr
class.

Ukishire (L'ine layer 7)
Aotake (Cruiser ?) (Leunched 3 Jenuary, 1940 at Harima
[ Dockyard)
Kesaino (Gunboat ?) (Leunched 26 Jenuary, 1940 at Fitsubishi,
Vagasaki)
timghijn (Cruiser %) (Leunched 10 April, 1940 et Sasebo
Naval Station)
Kunajiri (! ine layer ?) (Launched & Mey, 1940 at Tsurumil

Dockyard)

Kyosal

YISCELLIYTOUZ BCLTS (YARD CRLFT, ETC.)
Chikubu Hitonose Ataaa
Osnima Yameseml Hayase
Lstke Tenkai Futagami
Keiyo Fo. 1
Kaiyo llo. 2

fleport o. 74-40
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The Combined Fleet is carrying out & normal operating m

r schedule which differs very little from previous years.
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Report No. 78 $00 - Navy
§07 - Operations

Japan
bay 13, 1940 700 - Vovements

!Eﬂtiﬁ §uhlduh of Combined Flset
Reference: Report No. 136 - 39

officiel informetion in repard te the operctions of
the Jepemese Fleet has been segret for a number of years
and no reports of major ship movements are alloved in the
press, The normal opercting bases of the Fleet,- thet ia
Seeki Bay in the Bungo Channel and Ariake Bey in Southern
Xyushu are es good as closed ereas tn forsigners, and there-
fore caznot be visited to edventage. The police control ir
these sections is so strict thet even Japenese vio are not
netives of the locel towns end villeges are looked on with
suspicion end are forced to lesve uniua they can give a
good rewson for thelir presence in the vieinity of the major
fleet bases. It 2es been found impossible, therefore, to
iun:niwith any degree of certainty what the Japsnese Fleet
s doing.

1t is believed, hovever, thet the ppereting schedule
of the Fleet follows the scme gemersal plan thet hes been in
effest for many yeers. Thet is, the training yeer is divided
into three periods, the first from FTebruery to April, the
second from June to September, emd the third frem October
to December. Toe first psricd is devoted to individual ship
nperetions after which the Tleet nakes & short crulse to
Cainese ports or Frrmose, the second and third periods are
devoted to division end Fleet treaining efter which e fleet
problem is worked out.

So fer tils gensrel scnedules has been followed durd
the prasent training yo&r,- tret is, the Fleet mssembled -in
Southarn Kyushu in Februery ind mede & short crulse to the
South-Chine srce in April. On the first of Vey the mejor
units of the Flcet entcrod Yokosuks to remt in most of the
month. Depondine, of eours:, on the internctionsl situstion,
th: month of Vay will be.devoted to upkeep end. ov-orheul end
the sccond period of the yoer will be sterted in Junc. Fleet
units erc oxp-etsd to visit hom: ports egein in September,
unless somathing unusuol heppens.

Th: ebove informetion, whil. wvery sketchy, hes becan
sbtainad in verious conversetions wit'. gotive end ratired
afficers end tacir wives. Siverul of ficors on duty in Tokvo
hove sons scrving in the Flaot {on Ke-ato, Kirishims end
;risks). Thess sons ar. nov visiting their percnts in Tok¥o,
sXpoot to liavc ebout the nd of month to bo gone until
Scptombor “hon they w11l probebly bc &blc to visit th-ir
peronts wraln.

R.port Mo, 75«40



ATTACHE'S REPORT
From: /A TOKYD, Jume 5, 1940, Seriel ¥o. B3. Teld No. GO0-A02
Source of inform-tion: Beli-ble

Supject: JAPAN Citles & Twons = Coret Cities :nd Towms

IELAKD OF JALUIT - MARSHALL GROUP
The following informetion in regard to JAL'IT Isl-nd weo obta'ned from a
BRIV15E source believed to be entirely reliable. The inform-tion ia reportad
tc be correct me of 1938-1939,

Datribution:



Recort ¥o. B3 600 = Citles & Toms

JaPAN £02 = Connt Citles & Towns
June §, 1910,
L1SLAND OF JALIZ - BAPSHALL GROUP
£02-100 Immortance

JALUIT {5 the earitel of the MARSHALL Group and Hesdguurters for Nevel and
Uilitary over=tions in the Tslsnda. It 1s & first-class advenced brnse for s*sres

and alr secouting.

£92-200 Fopulation
Watives 1,000; JAFANESE 700 (Apvroximnts) "

" i 3
P 1000 Shps bt lusnet 4 "\r'l-:L

There rre thres mnruach;::‘t; uu port and oren wnter-sys le-ding t-:: AR Bh-
closed anchorsge. Netural isl-nd form=tlon. Troops could wade a.s'!-nz::..lh J‘:,:ﬂ,':
ing jetties and eilpwsys already bullt. ¥o bews or inlsts of mvoreciesble sizae.
The surrounding countrv is gently undulsting. Oocomut trees to N0 fest and car-

lon mit tress to 30 fest, imum height of island 30 feet above mean low water.

202-100 Anciorcses
Tepth of 5E pas-age U0 fathoms. Swinging room for at least si= heavy crulsers
in protected anchorage. Shipe in anchorage could be shelled from ships of © the

1alind.

£02-500 Glimatoloay
The JAPAVESE Nnvy maints ins a meterologleal stetien.

£02-670 Industrieg

Coprn, shell of all kinds, coffes {15 tone ver month), fishing, shork fish-
ing, Tish drying. A motern conmery. 4 plent for extracting essentlal oils from
copra. All owned snd controlled by the J/FLUESE., Olycerin is extracted from

corre ond stored at JALUIT. A1l intustires wulmersble to rir attack and artil=-

lery bombasrdsent.

Report Ho. B3-40 (1)
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Repert Mo. E3-l0
82-70C Zoverraent Eatablishments

FITSTHISHI Enginesring Shoo, situsted between the two serocromes. Well
fitted with lauthes, drilling wnd gri-ding sschilnes, modom eylinder mnd reboring
pnchine. Steff of three draughtasmen snd forty enzineers and sechanics, Larseat

ereting possitle about 1,570 pounds.

fme main concrete jetty about 600 yerds long. Two smaller Jetties sbout
&0 yards esch. Cn large Jetty, two rallrosd trachs for shattling freight. Depth

of water 2% lwrpe Jotty, high tide 25 Test, at low tide 20 fest.
Three mobile cranen, cepaclty ten tuns ench, cn large Jatty.

All above v.lnarstls snd exnosed to alr and nrtillery attncks.

Lighting systes conalsts of two amall ctntizne esnlev.ng pux=-crlinder Tlesel
enr.nes. Covernment o-ned. Cperating volt-pe 110 A0, 57 ~erles. Surply to
tomn and alrfield. Sane no-ered windmills.

Sam = K1l
c02-100 Loslsticg

J:neiderrbles tank stornge for fuel (Flesel oll sad eviatlon gnsoline) at

pirfield, Storcre is in 2rreuflroed, above-ground tonka.

5021100 Tater Supply
Concrete rain weter boains =nd severnl deep wells. The =oll weter iz hrrd

ané bragitish, tut usnble. Sesplone and lundclone bases Love own Tapply.

£02-1400 Adr Copserce
JALTIT in the enctarn ternimus of the JAPAN-STUTE SEA3 Alrline, =lilch is
ernstdcping fartnightly service by l-en-ined Eawnnisil flring tonts. Traffic is

pow mail anly, and in the future will be restricied to JAZAESE officials snd

nail.

~he piror:ft Tese st the Yavy seaplsns snchortge nd sre serviced by naval

paraonnel.

4aport No. B3-L0 (2)
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202-1500 Qther Irsnsvortstion
Thera ire sbout seventy-five trucks and aa nany esars on the islimd. Thege

erold be used to transport troops and supolies to any portion of the island.

£02-1700 Harvor Crafs
Abowve Tifty, ranging from b-grlinder 15 EP to 300 HP, all Diesel. llost of

L | =8

- ol e e
el Chmptes snlrel, o et Ol

tha lorpwr phlps are radlo emiipoed.

502-1500 Cozmunications

Telefurken W/T. Telegraph and talechone, internal. Visual signal stations:
two B00 foot steel structures for observetion nnd sipmalling. OGovernsent omed
snd opersted. Fost and Telegrarh offices in Munieipal Pulldirg (ses 502-2000),
202-1900 Streets

Gcod ro-fe mrde of povfered sornl. PBord rollers snd other nocesasry evulin-
ment for rosd cullding. In JALTIT Town, .about four miles of bitusen rosds.

Iney mccesa to all marte of the 1-land,

£02-2000 Buildinss

The town in & =odern one, =ith &ll converlences. Herd=nre stores of all
sorts. Toere sre two ma'n strects, the rrine For.de tlong the waterfront ceing
turoe=fourths of a mile long. The main ~overnment Tallding s the Yunieinal
Fullding of two stories, contrete eonctruction, 150 feat souare, overlooking
the herbtor. Hardsure stor s are one-story concrete tulldings. 411 othors are

cne story, thatched or westher board JAPAKESE trpe nouses.
£02-2100 Heplth gnd Srnitating
Saptie tanks in all JAPAGESE houses.

Tro JAPMLESE horoitmls, 10 beds rnd cuthouser. Well eruilnped. Situsted in

recidential area. Native hosnitel, 10 beds and cuthouses. Both JAPAIESE -nd

nrntive doctors.

£03-200 Fortificntions

Bares pnd trusnions mounted for S-Llnch mns along the ¥arine Par«des. Na

muns mounted.

Renort No. B3-Lo (1)



Three £ ineh puns and a battery of four 4.7 inch fiald rleces,

Barracits for the reqular gnrrison of 500 soldiers.

Troops ciay six =onths on JALUIT =nd them returr to JAPAN,
£03-300 Air Defepses

Two lunding fields, snch ~ith 7 loree hengsr cepebtle of housing 20 medinm-
tiged plames. o repalr facilitiss wisiole tut usual handling genr blocks and
teckles in evidence. Adjacent gelvenired irom store housec, camouflsged.

Very sultable as base for sesrl-nes. Sheltered harbor end good ser TOanTaY.
On berch on~osite southern alrfield im a emall naval rir st-%ion. One hangar,
rom. Bix KATAUISHI flying hnnt; are the usual forse on st-tion.

The cirfielde are for use of crrrier-brsed nlanes, ns none nre regularly
stationed there. The entire air defenses of the i:1l-nf cculd be demol!shed —ith

& fer woll nlaced bomos.

503400 Mouile Invteries

Vachine sun2 nnd antinireraft gans. Ifunbers not specified. AL mimas in
barrners mounted on trailers snd tomed bv Dlesel tractors.

Searctlights, mobile, mounted om trucks -ith pneumntic tires. Dismster of

srojectoras = 10 inches. Candle powsr ectimrtad at 1500,

Renort o, £3-40 (M)
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STZEL OF 500D QUALITY IN JaPaN

CARCITY

The Speclal-Steel Lanufecturing Crisis in Japan.

Stocks eon hapd of nickel, cobtalt, molybdenum and vanadiun
ere small snd dimipnishing stesdily,

Elgher prices of raw materiels have forced revicions of
production achedules, nnd higher subaidies.

]

Temdency of Army to subject industry tc totalitarisn
eontrol,
/ /
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HJE:;:nHu. g8 :gg - izdz;tritl
- Manufectures
June 19, 1940 400 = Bteel production

SCARCITY OF SPECIAL STEEL OF GOOD QUALITY IN JAPAN

The Japanese Army and Navy are gravely concerned over the
present inadeguate supplies of utuug and speclal steels for pro-
duction of munitions and allied materials.

The present difficulty is a result of external a
factors over some of which the government has no gﬁn:ini?taég:l
European wlr{ wlth a subsequent bloockade of Germany and exten-
sion of hostilities to Scandinavia, has strangled the importa-
tion of high-grade special steel from Germany and Sweden. Anxiety
also existe over the possibility of further American restrictions
on export of sorap and steel to Japan,

Further complicating the situation, stocks of raw materials
::guirqd for the locel manufacture of speclal steels are small,
diminishing steadily. Supplies of nickel, molybdenum, cobalt,
and vanadium on hand are practically exhausted. Heretofore,
Americen scrap iron and steel imported by Japan contained per-
centages of alloys which were reclaimed in melting down. Recently
the Japanese have complained that the scrap from America no
longer contains these alloys. It is probable that since scrap
prices have risen, the Jepanese are buying only the lower grades
of scrap and feeling cheated because of the absence of alloys.

Finally, the prices of scrap iron and steel, and all other
metals, have risen to new highs. The Military forces, having
plenned certain objectives for preoduction in 1939-40, refuse
to consider demands of the steel manufacturing companies for an
inerease in prices for munitions. The Budget allotted certain
amounts for the armed forces end they are determined to obtain
munitions for prices contemplated during compilation of the
budget. This requires thet either: 'l, the steel producers
operate at a considerable loss, or,'2, that the government, from
some special extramordinary account, compensate with subsidies
mll losses incurred. In either case, the government loses money
while the Army end Navy apparently remsein within budgetary limits.

The Army prices upon which the budget estimates were based,
were thoses of the third gquarter, 1938. Since then, the prices
of scrap iron and steel have risen more than thirty percent, and
prices of the nickel, molybdenum,cobalt, and vanadium alloys
have sky-rocketed even more. A cholce had to be made between
a volume reduction of thirty percent in production for the
armed forces, or inereased appropristlions. Since the latter
method required convening the Diet, which might have asked
embarrassing questions on other puiialas of the government,
and possibly caused a cabinet crisls, the government has announced
that it will divert funds from other departments to subslidize
losses, The amount of the subsidy was announced at ¥170,000,000
{170 million yen) and further subbidies for coke end coal will
amount to ¥100,000,000 (100 million yen) more.

During May and June, the Army authorities have tried to
force industry into totelitarian control, but have been opposed
by the Commerce and Industry Minmistry, presided over by one of
the major capitelists in Japan. Apparently, a battle between
the major industrialists and the Army over control of industry
will continue, with no decisicn probable unless a coup h¥ Army
factions gives them complete control of governmental policles.

After consultations between the Minlstry of Commerce and
Industry and Military representatives, the following initial
steps were declded upon:

Repert No. 98-40
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1.) More strefs must be laid upon production of
high-grade special steels. Large companies must increase produc-
tion or imstruct smaller companies in the required processes.

2.) There must be restrictions in the amounts of
special steels to conserve dwinﬂlini supplies of vanadium,
ocobalt and nickel. Preference in allotting supplies of these
precious metals will be granted to companies producing special
steel products for the armed forces.

3.) A "purge" of small, inefficlent companies will
be undertaken.

Steel companies have sprung up like mushrooms during the
Incident, & total of B0 now being registered. After an lnves-
tigation, it was found thet only five companies may be con-
sidered first-class producers. These companies are: Japan
Special Steel Manufacturing Co., Speclial Steel Manufacturing Co.,
Daido Steel Mfg. Co., Kobe Steel Works, and the Hitachi Works.

Six other firms are liested as "good". These are: Japan Metal
Industry Co., Tokyo Steel Materials Mfg. Co., Osaka Speclal Steel
Mfg. Co., Kawasakl Heavy Industry Co., Kwanto Special Steel Mfg.
Co., end the Japan Electro-Magnetic High Frequency Heavy Industry
Co.

The other sixty-nine companies produce "inferior" quality
goods, not desired by the armed forces.

Report No. 98-40
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SIRATECIC MATERIALS DESIRED FROM NETHERLANDS EAST INDIES

The politiocal and military considerations which have
made Japan express her interest in the future status of the
Netherlends East Indies are well known. At the present time
it appears probahle that Japsn will take no steps to try to
take over these Islands as long as:

(a) there is no prospect that they will be ocoupied
by another powsr - the United States, Great Britain, Franocs or
Germany. | first thres of these powers have notified Japan
that they desireto maintain ths status quo and Germany has stated
that she is not interested. Holland has stated that she does
not desire or need the assistance of third powers in main-
taining her position there.)

(b). Tapan can continue to reoeive supplies of
materials which are necessary for her to carry on her war
effort and her world trade and at the same time find a badly
peeded market for her products.

Thers ils no doubt that Japan hopes at some future time to
dominate the Netherlands Indles - economically and politically -
end that if a good opportunity presents itself, she will attempt
to do so. The time will be carefully chosen, and the attitude
of the United States will be ascertainsd before-hand. In
Bar pressnt weakensd condition, Japan does not want to
attempt an attack on any area even though the possible gains
HE\I be very great, 1f she runs a risk of having to fight the
United States. !

Howaver, it 1a egsentiel at this time that Japan obtain
pume rous raw materials, and the Netherlands Indles are a great
potential source of supply. GShe has indicated tc the Netherlands

overnment that in the course of the next year she would like
I:ﬁuruhnn ths following strateglc materials from Netherlands

a:
Petrolowm..counnsnnninass 1,000,000 matric tons
BOTRD IPON.ccsnnnsnnninas 100,000 ™ "
Niokel OX®.ciecuvncinnnas 150,000 ™ "
BAUELI . s sncvinnnannnnass 200,000 " "
BRLE o ria e nais sk hs o A 100,000 - »
Manganess Ore....cvneness 50,000 » "
T e ; 2O, 000 " "
Chrome Iron Oré........ ‘e 5,000 " "
R e R e 3,000 " "
WolfTem.sunusnnnns sessins 1,00 = "
KolyDdenum. s cossssrsrnsns 1,000 - »
Castor BeedB.ceciicrannss 4,000 " "
Quinine bArK...vvcrarnnss a0 » L

After utud:r:l.n? this list of Jepan's requirements, the
Betherlands authorities are reliably reported to have answered
that they are prepared to supply Japan's needs to the exteant
of their abllity. With many of the desired items, theras is
no question but they polnt out:

(a) Japan should enter into contracts for the
petroleum now,in order to insure thet the desired quantity
gn ‘b: supplied. Japan's purchases in the last three years

ve been:

Report No. 29-40
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LR 869,000 tons

lgaa l‘“l'l'll‘!l‘ii! auﬂ"mﬂ -
kT T 673,000 n

Therefore, 1,000,000 tons is almost twice as much as was pur-
chased lest year. It is interesting in this connection to

(b) Japan can have all of the scrap iron aveilable
but it may te impossible to supply 100,000 tons, Japan's
pPurchases in the last thras Years have been:

L e e e 103,700 tons

- T T P 60,800

leo3g T 47 200 »
These amounts represent almost the entire supply.

(e} The selt can be supplied if new rields are
ocpened, but time will be Trequired for this to ba accomplished,
and eontracts should be made at the earliest possible date ir
quick delivery is desired,

(d) Manganese ore Production in the Netherlands
Indies is es follows:

T A e L 15,700 tons
E e e 11,200 =
i e 7,300 "

In the past Japan has not purchased any manganese there, but
ghe can in the future if she so desires.

(¢) Netherlands India produces wolfram in negli-
gible quantities and no molybdenum has ever been found in the
islands,

It is believed that the negotiations have been satisfac-
tory to both the Dutch anpd the Japenese and that a5 s0on as
details as to payments, ete. heve been arranged, contracts will
be let 8nd Jepan will get the raw materials she desires,

Report No., 99-40
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Japan
September 17, 1940

INCUSTRIALIZATION OF CHOSEN

Industry in Chosen has developed by lsaps end bounds sinece
the Mepchurien Incident began in 1931, This development
includes both heavy end 1ight industries, end has reached the
point where Chosen is pleying & most important role in the
Faat Asis Foonomie Bloc snd in the Japunese Enpire Defense
plﬂn-B-

This rapid industrislizetion of Chosen mAY be ascribad
to the following factors:

({a) TEncouragement of industriaslizetion by the Japenese
Government ;

{b) An increase in the margin of Japanese capital avail-
able for investment;

{e) Army policy of plecing Chosen on a self-sufficlent,
war footing basis industrially;

{d) Tendency to industrialize areas where raw materials
are avallable;

{a} Abundance of cheap labor to be exploited;

{f} Abundance of raw materiasls and resources, especially
minin?. forestry, marine products eand asgriculture;

g Abundence of water power;

(R) Geographicel position neer Manchukuo and China which
reduces freightage, insurence, eto.;

(i) Cheap lend avallable for factory sites,

At the seme time thet Chosen is being developed industrislly,
the Japanese Army has not lost sight of the i mportence of improv-
ing sgriculture in order to make Chosen &n important source of
rice for either the Jepanese mainlend or for the Japanese Army
on the continent. If these plans materislize, most of the
food needed by the Jepanese Army in operating egainst Soviet
Ruseie or China will be supplied by Chosen.

The last yvear for which figures are available is 1938 when
the totsl industriel output was ¥1,140,118,000, an increase of
lé% over 1937. The following table snows this production classi-
fied by major industries:

1838 Ratio to Galn over Rate ,%
Total % 1937
Spinning and Weaving 164,821,159 15 23,667,235 14
Matalm...oovesasenas 91,966,228 B 41,199,934 45
Machinery and Tools 25,798,957 2 10,234,215 38
Ceramic Products.... 55,877,198 3 10,806,935 a0
Chemical............ 358,819,312 31 47,870,935 14
Sawing end Woodworkig 185,054,000 ik 3,317,445 22
Printing end Binding 1d,948,123 2 843,848 4
FoodstulfB..cosasseas 877,807,761 24 39,174,055 14
Gas end Electricity 24,501,947 2 -15,503,853 =64
Other Industries.... 134,123,880 12 19,470,447 15

TOLBL.»000000000.1,140,118,585 100 180,610,280 16

As might be expected, the large Japenese compenies which
heve playsd such an important part in the development of Japan
Proper are also interested in developing Chosen, These companies
inelude Mitsul, Mitsubishl, Kenegafuehl, Nissan {Mengyo) and
Hopuchi. Important enterprises include:
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Onoda Cement......s

r2/

R R R

Kanegafuohl Splnning..ssesvecasvnes

Chosen Coal Industrylertificial oil)

Dal Nippon Spinning.cssscsanassvnns
Wippon Iron Manufaoeturing....esvees
Hippon Megnesite Chemical....sseess

Mitsubish

BEIANE . assnsnnnsnin
Chosen Fat and D1)....ccconnnnss

R

BEa

Kyodo Fet and 0%)..cssacavnipsivnns
North Korea Oxygen Industry........
North Korea Paper Mfg. & Chemical..
Nippon High Frequency Wave Heavy

IndustrVe.eeas

IR R EE R R R

Chosean Electrode. .sosscssnanssninni

Chossn Magnesite Development...

A

Kanebo Jitsugyo K.K..:veeeeccscccna

Chosen Chemicel Industr¥.essess
Imperial Hemp-dressing....

Chosen
Nippon
Chosen
Chosgen
Chosen

Konan Iron Works....

Kagaku K.K

ERCC)
D

A EEE R s e

Magnesium Metal...coovsssesase
Nitrogen Explosives.........
Hitrogen Fertilizer..cecesnss
¥ining Development..sieoasus

AR R R R R R s e

Chotsuko Hydroelectric Power.......

Nippon Nitrogen Fertilizer......

Sumitomo Goshi Rﬂfiner?'i @E e e s 8w EoEa
Daito ¥ining (srtificial oil)......

Onoda Cement ... ..

R

R N ]

Chief
Finsnoler

Mitsul
Kenegafuchi
Noguchi

Mitsubishi
Nissan
Kitsul

0J1

Kanegafuchi

Yasuda
Yori
Noguchi
Noguchi
Noguchi
Nopuchi
Noguchi
Hoguchi
Noguehi
Sumitomo

¥itsui

8lte of
Faotory

Komosan
Suitsu

Eian & Agochi
Seishin(ravon)
Seishin
Seishin
Seishin
Seishin
Seishin
Seishin
Kissatsu

Joshin
Joshin
Tansen
Tansen
Tansen
Kozan
Kogen
Konan
Konan
Konan
Konan
Konan
Konan
Honkyu
Bunhei
Bunhei
Sennairi

Another interesting end important fect in connection with
this development is that lorthern Chosen, that is, Kankyo-Nokudo
and Kankyo-Nando, formerly purely sgricultural areas, now produce
Thie percentagre will
probably be inereased when the wvarious hydro-electric plents now

40% of Chosen's industrisl products.

being constructed are completed.

At the present time the Fusenko,

Choshinko, Kanke and Yalu rivers are used to supply considerable

quantities of electric power.

Important power plants are those

of the Chosen Fertilizer Co., Choshinko Hydro-eleetrie Co., ¥Yalu
Hydro-elegtric Power Co., Funei Hydro-electric Co., and the
Kokal Hydro-electric Co.

Report No. 153-40
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JAPANESE AIR AND MAVAL ﬁ WITHIN RANGE OF PHILIPPINE

The operating bases from which Japanese armed forces
must necessarily commence any aggressive or hostile action
against the Philippine Islands are Hainan Island, Taiwan,
Welchow, bases in cceoupled territory in China, eand Paleso.

It 1s amssumed, from previous study of Japenese wars and
observation of Japenese militery sctivities in China, that
the initial indication of hostilities would be widespread ;
bombing raids in the Philippines for the purpose of effectively
destroylng, or severely limiting, the aviation and submarine
defense forces. These bombing raids could develop from three
directions, nemely, Hainen, Taiwan and the Pacific Ocean east
of the Philippines. The latter raids would be elther forays
by carrier aircraft or bombing missions carried out by the
4-engined Patrol plsnes besed mt Paleo, or on airceraft tenders
operati nearby. In any event, the attacks would undoubtedly
be coordinated, &nd have the advantege of surprise.

To permit a logical estimate of the situetion by our
defense forces In the Philippine Islands, the following concise

compilation of Jepenese bases for eir snd surfece craft, within
& thousand miles of the Islends, is hereby submitted:

HAINAN ISIAND
Alrdromes:

Kiungchow. The present me in airdrome on the islend is

Bn enlergement of the old Chinese field at Hiungchow, located
midwsy between Holhow end Kiungehow, cnd northwest of the latter
pPlace. The oririnel field has been extended and now ingludes
the &rea formerly occupled by a villege to the westward, Ths
present field is reported to sccommodate 300 aireraft. The
known AA defenses concist of two betteries of AA (4.7"), two
szarchlights end eight AA mechine guns. These defenses heve
pProbubly been recently aupmented. In April, 1940, there were
40 naval plen:s basad at the fleld, approximately 200 evietion
persorncl, and e detechmunt of troops for Fuerd duty. There are
barrecks, fu=l and munition dumps at th: rield. (For sketeh seco
APPENDIX "A"). Flenes stationed here are:

2 sq. 587 (Type 97)

3 sq. S5/E Light Bombers (Type 98)

l sq. Fiai BR 20's HR

2 Bq. Reconnaissence (Type 97) (108 plenes)

Sanya. Located north of Yulinkan Bay and East of Dog Eill.
Curing carly 1940, ot leaszt 2000 workmen were construoting and
enlarging the fleld into ¢ large &ir bese. During April, 1940,
five navel plenes werc stetioned et the field, At presont, the
ldath Air Regiment of 4 squedrons consisting of 2 sq. SSF (Type 97)
&nd 2 sq. HB (Typo 97) are based here. (54 pllﬂﬂ!?. For sketch
8egQ "DIX "'BE?

Lending Ficlds:

Wen Chang. (Vun Sio) Located southeast of Kiangchow and west
of Tu_*"‘rfﬁnaan olnt. Auxilisry (1329 25')

Report No. 180-=40
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%g_\ Eé%n‘. Loceted cpproximatoly midway boetween Wen Chu
and unge « Auxilicry. e

Yuai-Chu. Loceted neer boach, midway betwoen Saeke Point

and Great Cape.

Tengehicvo. Looetod vielnity of To kin, northerst of
Yulinken Bay. Auxilicry. i

Thre= other figlds in southern part of island,
locction indefinite from informrtion ove ileble. (Secoc skcteh of
Heinen Islend, merkcd APPENDIX "C").

Fortificctions:

In cddition to th: cight gun cmplocements in the vieinity
of Seme tnd Yulinkcn Boys, conercte gun emploocmonts heve bocn
constructed ¢t the following locetions:

1. Y‘Lr% Ko Tsul (Ying Khot). (Southwast Point)
2. Me Line (Zest of Greet Cupe, noer Yememin)

i' &"F Eﬂg:::: Caclong Bey crea, ccst of Yulinken Bey.

5. In vieinity of Scnyr sirdrome.
G, Aihsien Ch.ong. Approximotely midwoy botween Snoke
Polnt tnc Grect Cupe (South cocst).
Three or four guns heve boeon instollced tlong the eoc st
north of Toncon Point (North.cst coust).
Somc lmprovements heve bo.n mrde in the old Chinesc
Tortifiecations ct Evihow Boy.
Acported (but not verificd) the t ~uns cmplroud in
vicinity of Chepry Boy (Vest Const).
Sce skatoh of Hednen Isle nd, APFENDIX "GC")

Ammunition Storige Preilitias:

1. Northern Areu; newly constructed bullding loerted in
rewr of Fu Yun Hospitel, Folhow.

2, Southern Arcc; loettsd in t lrrge etve (Lok P1i Tung)
opproxim tely twelve milcs norther.st of Yulinkcn Bey,

A considercrblc number of berricks nnd conercte storc-
houscs hive besn compl:ited in the crec rdjoccnt to Yulinken B ¥.
Work in the erec ir continuing.

Feelllities for hculing out secplronos heve boen con-
getructed ct Yulink:n Bny (See APFENCIX "B")

Bightcon storehous:s heve becn completed ct Holhow. A
lerge queontity of militrry stores is concentreted here.

Nevel Anchorcges:
Newel wess:ls hrve boen observed ot the following points:

North Cor.st: Heu Sui Bry
Chingm~c Becy

Holhow Bry
Pochin Bey
Ecst Cocst: Chunlen H:rbor
Pokngo
South Cocst: Yulinkin Bay (APPENDIX "B")
s Guclong Bey (APFERDIX "D)
Gonarel:

Hoirntn is baing developed by the Jopcnese Nevy rs ¢ mo jor
bt g¢ for cxpinsion southword.
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Thers are about twenty thousand troops gerrisoning
the island, which is used &s a rendez-vous for supplie 8,
aireraft, troop transports, supply ships epd paval units. For
‘some time, lurge forces have been poised for a swift descent
on French Indo=-China.

Although nominally under complete Japansse ocontrol, Chincse
guerillas operste with comparetive freedom from molestation in
the uninviting interior. Portable short wave stations operated
by Chinese regularly report on Japencse esctivities,

The 1slend is noted for its poisonous snakes, impane-
trable thickets and unheslthy climete. Tropical diseases, such
as clgnlarn, dysentary end mealaria teke & heavy toll of the
inveders.,

WEI CHOW

The island of Wei Chow lics in the Gulf of Tongking,
northwest of Helnan end south of Pakhoi, It was occupied by
Jopancse forces in 1938 and used as en air base for operations
gpeinst Pakhol end Yamohow in tho Nanning campelgn.

APPENDIX "E" & sketoh of Wel Chow, is self-explonatery,
with Tocations of objectives acourately merked. Other pertinent
data also on sketch.

SAN CHOW (SAM CHUI)

Sen Chow is an island off the South China coast, directly
south of the Portuguese Colony of Mocao. It was occupled by
the Jepen:se Nuvy and convorted into an eir base for carrier
eireroft for use aguinst Canton (end Hongkong).

The eirfield is situsted on the scuthern tip of the
islend. It is roughly rcotanguler in shepe, with the long
dimension E-W. A paved runway extends the length of the field.
Size of sirdrome 1000 by 300 yards. Hangers snd barrocks on
N sids of fiecld. Fuel storege and one hangar underground in
steop hill directly N of field. Ammunition dump and gos bousers
te W of hangars.

The following besss (plus Hainen) are under Vice Admirel
Shiro Tekesd, Comdr, Second Chifw Expeditionary Fleet (Flegship
HiI.7.K.S. CHOKAL) which operctes south of the Yangtze dolta:

CHUSAN ISLANDS Naval Base [TINGHAI)

AMOY Special Bose

CANTCN Special Basc

Chusan Islends - Minor repeirs, supplics, seaplone tender

base,

Amoy - Carriler and scaplens tender base.

anton - Heavy lapdplens bomber base, (con sccommodate
90 plenes) present force 1 sq. HB (Type 97).

PESCADORES ISLANDS A

BAKO (or MAKO)

The Pescedores are ¢ group of fortified islends about 50
miles west of contrcl Taiwen, For details of Tortifications,
sec Monograph - Jopen - Pages 39 &3137% Further informetion follows.
Beko is on Hokoto Islend, lergest of the group. A small
navel stution, with minor faeilities is siturtcd as shown in
skatch. A scoplone station with tomler moorings is locoted here,
The lerge moin radio stetion is meor the novy yard., There is &
25 ton floating, cantilever erame. Two landing grounds, shown
in sh.toh &rc buing extended. 1 sq. Patrol plenss. (Sketoh

lobelled APPENDIX "G").
Report No. 160=40 —
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IAIVAN  (PORMOSA)

Taiwan is & large island , north or Luzon, the most strongly
fortified base of J:Funu 88 operations outside Japen Proper.
large Army ground and air foroes are stationed here, and
several naval and air bases,

The Naval anchorages and air bases are at Keelung, Tamsui
and Takao, That at Takao is situated at the mouth of the
Shimotameul river, about 12 miles SE of Tekao, and is easily
recognizable from the air,

Army Air Bases are situated at:

v ROKUKD ;
POTISHI :

v KAGT (largest Base)

.~ 0Kk "'tﬂ.—._-,ir--"

L-HEITO _ o
HOZAN

v GINAN
¥ TAIHOKU (Keelung) > -
ITAHASHT —
Total Army Plenes, about 200.

Other air fields, vhich could be converted into military
bases are at:
¥ TAICHU

?:ﬂ:{e
/' TAIMAN
AlNPING

EATKC
vOARANBT

LAIN BOMBING OBJECTIVES ! The single main railroad down westarn
Alvan, Kagl, Ta 8o, Toko, Tainan, the main Navy Radio station
a8t Hozan, and Taito are camidurm{ the prinecipal objeoctives for
bombing raids from the Philippines.

OFPOSITION TQ BE EIPECTID Fishing boats, some wireless equipped,
m as 'liﬂtlnlng pﬂ‘stﬂ"'

S0 eal AA machine guns
4" AL batteries at Kagi, Talto
¥inor Fighter Tacticas,

BOMSS TO BE CARRIED: Against hangars airfields, gasoline and
“ fm I:Iii dum“ = l“ﬂ Pcruftd and

Incendiaries,
Against faotories - 100 Pound and Ingen-
diaries.
Against dooks, harbor installations, etao.
500 Pound,
sl : IS

e

About five hundred miles East of Davao, et s
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Medmmim is the Jepenese mandated island of Palao, Tt contains
8 Seaplene base, landing

field for carrier aireraft, oll tanks,
end fortifications. The inner and

outer anchorages, as well
as all other points or interest are marked on the sketoh,
AFFENDIX "H". Units of the 4th Fleet based on Paleo at present
have already been reported to the Department,

Report No, 160-40
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AIR RAID DEFENSE IN JAPAN

1.} Adr reid sigral and means of communication.
£.) Aotion taken during raids.

2.] All clear signal.

4.) Alr Defense Orgenizations,

6.) PFire hazards.

. Remarks, DESLASIRED
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Repert No. 181 800 - Cities and Towns
Japen 803 - Coast Dafenses
September 30, 1940 300 = Air Defenses

AIR RAID DEFENSE IN JAPAN

Alr Raid Signal:

Ten blasts of sirens mounted atop buildings, intervals
of three seconds, between blasts, Redio broadcast and tele-
phonic elr raid warnings.

Action to be Taken:

All treffic must come to & standstill, people must leave
conveyances end seek shelter beneath "eaves of buildines or in
bomb-proof shelters IF they can find any". People must avacusate
houses,

All cutside illuminetion must be turned off end houses
are required to be shrouded in such a way that no light is
visible from without. No smoking on streets. Trams and street
cers shell not move, es the flashes from overhead wires would
give away main streets. Tubs of water are required at the
entrance to each home.

All Clear Signal:

A steady blast of the siren lasting one minute. Any
other poise resembling & siren to he prohibited.

Alr Defense Orpenizetions:

Alr Defense organizetions in Japan are purely local in
character. Generally, each street apd ward sssccistion is
assigned to regulute its premises. Uniformed volunteers (with
little or no training) are in charge. Fire Tighting facilities
are woefully inadequate. Hoses are old, worn and leaky. Water
mains are shut off at night. Little pressure i= availaeble., Fire
hydrants esre few and.far between. Slugeish cenels and dreinage
pools ere used for suction by heand-pumped and hand-cerried fire
apperatus.

Fire Hazards:

Nine-tenths of Japenese houses nre roofed with tiles.
Ninety-nine out of a hundred are constructed of Tlimsy wcoden
miterials which cateh fire and burn with alarming rapidity.
Incendiary bombs sowed widely over en ares of Japanese cities
wguld result in the destruction of the ms jor portione of these
citles,

Fectorles, werehouces, business buildings are constructed
of stone facades, behind which the leth and plester lend small
support agalinst bomb blests. Newer government buildines are of
conerate and steel construction.

y Remarks:

The Jepanese people have never hed the war carried to
their shores. The China Incident has been & remote and nebulous
dream, affecting the citizenry but little. Shculd the war be

Report Ne. l1l31-40
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brought home, and their homes and factories razed, the over-

rated prestige of the Japenese armed forces would suffer seriously.
Morale is now none too high with the man in the street, par-
ticularly after three eand a half years of belt tightening have
restricted him to the bare necessities of life.

Bomb shelters are few in number and totally inadequate to
agcommodBte even a minute percentefe of the population.

Transportation facilities are elready over-crowded, and
the evacuation of the civilian Fopuletion would be attended by
tremendous difficulties. Sinoe every home in Japen is already
erowded, few accommodations for refugees aras aveilsble,

A complete list of important bombing ob jectives, including

gireraft factories, steel and Fas vworks, main transportation
systems and government bulldings will be prepared snd forwarded.

Report No. 1B81-40
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DISTRIBUTION OF SEIP AND CHINA BASED AIRCRAFT

From reliable sources, the mumbers and types of paval
aireraft statioped in the Japanese fleets and at all outlying
bases is tabulated herein, Data as of 1 September, 1940.

Combined Fleet airoraft, all t¥PeBucsscossases 320

Other fleets, aircraft, all t¥DP®B.u.veceessees 139

At bases in China, Hainan, Taiwan, Palao,
Jaluit, aireraft, all t.nu................ 549

Total n:;u.l aireraft at sea and at bases
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Report No. 171 1000 - Aviation
Japan 1002 - Organization
Ootober 10, 1940

DISTRIBUTION OF SEIP AND CHINA BASED A1RCRAFT

The following tebuleted list of alreraft afloat and at
Japenese bases outside the meinland of Japan Proper 1s the
result of observations by merchant ceptains and warships who
identifled plenes by humbers on fuselege and tall. The data
is consideraed the most reliable obtainable, and final date
of observation was 30 August, 1940,

The abbreviations used when referring to types of sir-
graft is expleined as follows:

58P - Scout Seaplane, Type 94 twin float, 95 single.

E5F - Single Seater Fighter. Low wing monoplane.

TB - Torpedo Bomber. Type 96 biplene. Fixed wheels,

T8 - n " Tyope 97 low wing monoplane.

DB - Dive Bomber. Type 94 biplane

VP = Patrol. Type 97 four-engined Kawanishi.

It will be noted thet ot no time heve the Jepenese carriers
[(excent KAGA) been sean with more than 46 eiroraft, slthough
in this office's previous reports & muximum of &0 heve been
estimited aboard the lerger type.

The standaerd number of circraft in & Japanese squadron
is twalve, sxcept for Petrol Squedrons, which contein eight.

COMBINED FLEET

BATTLESEIPS (10 plus 2 (%) new) 11 Type 94 SSP
16 Type 95 SSP
27 S5F

CRUISERS (Yyoko 5, Nagara 2, plus 27 cruilsers)
69 SSF

CARRIERS
1.) AKAGI Type 956 SS5F 12
Type 96 TB 24 (2 squadrons)
Type 97 TB 12
45 (4 squadrons)
2.) HIRYU Type 96 SSF 12
Type 96 TB l2
Type 96 DB 18
—42 (3} squedrons)
3.) HOSHO Type 96 S5S5F 12
Type 87 TB

8
Z0 (1% squadrons)
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4.) RYUJO Type 98 S5F (-]
Type %6 TB 12
Type 96 LB ﬁ 1
(24 squadrons)
5.) KORYU Type 98 S5F 12 !
muE |
Type
(3% squadrons)
SEAPLAME CARRIERS
1.) MIDZUHO Type 94,95 S88FP 20
2.) NOTORO i " ]
3.) EmM0I L g
¥ISC. VESSELS
1.) CROGEI Type 95 S55P 1
2.] TAIGEI Type 95 S5P 3
—
Totel plenes in Combined Fleet, distributed by types as
follows:
Type 94 and Type 95 Float Searlenes 138
Type 96 Single Seater Fighters 54
Type 96 Torpedo Bombers 48
Type 97 Torpedo Bombers 32
Type 96 Live Bombers 48
WE0 airoraft
FORTH CHINA FLEET
CRUIS ERS
1.} IGATE Type 95 S55F 1
2.) KA (%) Type 95 SSP )
KN
THIRD FLEET (YANGTZE)
KINUGA™A VARU Typs 94,95 SSP 10
IDZ0 - Type 3: gﬁsg i
OKUSHINA Type
FIFTH FLEET (SOUTH CHINA)
CHOXAI Type 95 SSP -
NATORI Type 95 5SF 1
M sinitios  Tps b e ]
One unidentif Type 9
. T
ALIRCRLFT CARRER
KiGh Type 96 SEF 12
Type 96 TB 12
Type 97 TB llg
Type 96 LB
B
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LIRDRAFT TENDERS

l.) CHITOSE Type 94, 95 18
2.) CHIYOCA Type 94,85 18
3.) KAMIK/WA MARU Type 94,95 SSP 24

(24 SSP carried belong to 1l4th eir squadron, with signal #8
prefixed to plane numbers) -

MISC. VESSELS
JINGEI Type 95 53P 1
The airoraft cerriers Shokeku and Zuilkaku have not yet
been identified with fleets. Zulkaku will be commissioned in
Kovember 1940. Each is reported to oerry 60 sirereft es in

KAGL. Upon receipt of further informetion this point will be
eleosred.

BASES IN CHINA, NAVAL AIRCRAFT ONLY.

1.) TSINGTAO Type 95 S5P &(4 squadron)
B.) BH/NMCHAT 13th Air Squadron consisting of:
Type 98 LB 1z
Type 98 HB 36 (3 squadrons)
Tekao Unit Type 96 HB 24 (2 squedrons)
sessnnseaenes TE
3.) HANEOW 12th iir Sguadron consisting of:
Gevarsky SSF 12
Tyve 97 S5F 24 (2 sgquadrons)
Type 98 TB & (% squadronm)
Type 96 HB 24 (2 squedrons)
Type 98 LB 12
From Kanoys MNAS Type 97 SSF =
Type 96 HB € _(# squadron)
R e e S 108
4.) KIUKIANG Detachment of 12th Air Sguadron:
Type 97 TB 1=
Typa 97 S5F 12
el e . 24,
5.) CANTON Detachment of l4th Air Squedron:
Type 98 S5F 1z
Type 98 LB 12
Type 96 HB 8 (% squadron)
- R Ty
B.) 3LN CHOW (#6 Base) Detmchment of ld4th Air
Sgquadron:
Type 97 TH... e SR

7.) Y'M CHOW (§#12 Base) Detaghment of
Unidentified Unit.

Type 97 SSF RE T e e 1z
B.) NANNING Detachment of 14th Air Sgquadron

Type 97 Szp 12

Type 87 TR 12

Type 98 HB 18

ERR RS R 38
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