Sroiiflzi--Commander Ormaond Freile, U,

et

NI =] -
eNelle e P 0O R EPIEFTEEIEPRE L ED EES

[65]

THII USTRIAL CCLLIGE OF [HI ARLZD FORCIS
wWaghingtoa, D.C,




e
D

=3

[




QI”CE Yoi=Dal

CaPTAIN WORTHINGTICN -

Ve are fortunate this morning in gettihg one of our last
year's graduates, back in this country cn a short visit, to give.
us some up~to-date information about the dJapanese economy..

Commander Crmond Freile, U,S, N. R., is an industrial engineer
of long experience, both here and abroad. He was called to active:
duty in the Navy in 1939. During the war he served as Deputy to
the. Chief of Priorities for the N &vy, Army and Navy Munitions Board,
and Later as Coordinator of Landing~Craft rfoductlon. He was. naval

dv1sor to the war Lroductlon Board on priority ma*ters.’ :

Since he left the Industrial College last June, he has served
as Chief of the Industrial Flanning u““’d on General macartnur*
staff in Tokyo; and as Chairman. of tne r'magtern Command Requlre—
ments Committee, charged with the ocatlon ok CfltLCal materials .
for the Far “asUern Commund anu'h“e determinaulon of re qui irements
for the occppaplona¢‘forcesuand'uhe Jaaancse ec)noww

His sub'"cﬁ is ”Develouwent of'the’Ja*fdcse Eccnomj'Since
V J Pay", I take breaz pleasure in nelcom“ng Camnander Treile

act to the Colleée. :

(Applause):v} 

ANDER rdJLLE

s s quite an experience for me this morning ‘to come back
and find th t the Industrizl College has "rauuatea frum the. cast*
iron seats and a place which we bued to ce l the a¢u-m1nes. That
is considerable progress since I left here, s

Before I get into the subject T would like to say a few
werds. about the inherent characteri tha of cbe Japanese which have a
bearing on the over-all picture.

. First of dll, the Japanm e people as a whole, I am conv ~nced
welceme the occupation.. There are, of course, some d~e~ﬂaid5 of
financial standing and political shanding who are exerting some,
we like to call, passive resistance, But, in-general, I think the.




Ja p&nese people recognize the fact that their 1life has bsen mach
better since V-J Day. v .

_ The other thing I want to poini out is that they are highly
intellipent., Anybody in this country who is fool enou h .
discount the inherent intelligence of the Japanese is ofi on the
wrong besm,. Their engineers are exceptionally good erinsers;
their doctors exbepulonallv ,ood doctors. Frow an intellectual

ctandpoint, they have proiressed very far indeed.

T%ey have over-developed in the past years in the art of
doing business, in trading, and in banking; but all through their
industrial establislizent there is evidence of lack of development

in nmodern production procedures.
¥

@nls discussion deals with an island country, somewnat smaller

tnaDEState of California, having a homogeneous populzation of about
77 miilion concentrated in a relatively few small lowlands. A land
favored by a relatively healthful climate, sbundance of fish and
forest resources but drastically limited by poor mineral and -
agriciltural resources, ' .
The extent to vhich the almost ten years of war deteriorated

the economy of Japan, added 4o the destruction by bombing is
‘realized by but few people in the United St?tes - ds the - picture
has gradually revealed tSCLf over the past eight moutns,'ﬂt is
indeed & sorry one. Lract cally everything was to 'a major extent
consuned in supplying the sinews of war, Thircughout’ the entire
empire almost nothing has bheen weoamled or replaced during that
period and accelprated forced production in coal mines, steel
plant s e+c ‘has added” to thé almaost’ vnbelievable @Laplqated

condition of public utilities--railroad trackage and rollirg

stock and the industrial Dlant of the nat¢on. The conditicn of
streets, rcad and domestic JwelL$ngs by comparison to our gccepted

U
necessities is appalling,

e

with this treatment as a background Japan is on the road
back, but back 1 vhat? 4 definite answer eludes us; yet Japan
nmust develod s ‘ecoriomic course aleng which to travel in the
yhars e “zhead if she is to rise from her présent .
and eventually ve self-sufficient and no longer a burden on the
United States lreaou-d.

It is difficult to ascertain what the economy of Japan will
be in the predictable future, ' In attenpting to determine whai and
how much of a certain commodity is eszential to Jagan to sustein

her economy, one is forced to take into account factors that do
.not. lend thaaselves to ready wrowpos ication. o

e
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Some of which are:

1. Redistribzution of popvlation as the result of the
“war plus heavy concentration of allied personnel in Tokyo-Yolkohama
r N ' . ’ .

2. Difference between war and peacetime requirenents,
3. 'The degree to vhich Japan may be re-industrialised.
L. ~The economic effects of the geographic dismemberment
of Japen (loss of Horea, Formosa, Sskhalin, end Manchuria).

5. The violent fluctuations of an adjusting
postviar levels and 'conditions (this condition being es
current 1n,the case of a thoroushly defeated nation.) nowevar
these are nc* ihsurmounteble difficulties. Twere is a guide post
L,Cuf¢j written in the Potsdam Declaration (July 2, 1945) which I

quo "Japan shall be permitted to maintain such industries as
,'1L¢ gst&iu her sconomy and allow the just reparations in kind , :
but not those which would enable her 1o rearm for war, To this o
end, access to, as distinguished 110m control of, raw mcterlwls

shall be permitted, The eventual ﬁmwee participation in world
trade relations should ve permitted, - ~

The declaration clearly points cut the fact that despite the
limitations put on Japan's economy it will be permitted to expand
from its present low level., To do otherwise would be to condemn
Llillons of- Jayanu: to a below odovLthnce level and possibly
cut and out. st rvatlow. “ihen Japan's economy Was pure 1y agricultural
1a,supporued fairly stable population-of about thirty mlllhonv
thc addition of forty or more millions in less than a cenhrury

had oeen,pcssiblb on my,tnrouinflnauSury and ioreign‘tr&de,

b

A natxon of =Lauu;’wesoqwces, acpepdent upon lm)OTbn to“ chrly
&Ll her raw mu,or*alo and most fuels (except ordinary, in fact
“low grdgo coal) Jepan hag been able over the past ninety years -
to create a halénced industrial plant capable of ﬁrodaclng all of
the. weapons and materials of modern var ( xcept the atomic oomb)
She has also by virtueof & feudal scciety ‘been ‘able to dircct a
greater portion of her economlc strength to the prepar tlon for
and wazing of war than probably any other natioh in the world,
vaeruLor”, econonlc disarpanent, destruction of feudalism’ uﬂd B
Auu;qtrld“tlfh of CuoLtJL antd Cinancial dover areAm:na@torj to
11 and thus must be considéreu in proper
“ter war Gconoiy 4 T I

*

. With this objectivé, the Joint-Chiefs of Staff ¢nd the Far
zZastern Commns ion have set & minimum CCvnony‘]evel for Japan,
This level has taken into account Japan!s’ non-s elf-sufficiency,
orwua171nb dbllltJ, creative genius, skill ‘and prociivities of

the race, together with cheap water transportation. All must be
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considered in their correct s
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supplies of mineraels and fibres,

with relation to domestic

Javan, for the most part, has clways been dependent on im-
portation of iron, petroleum, cotton, wool, lead, tin, zinc, mercury,
nickel, bauxite, fertiliger, chemicals, rubber, and mamy other '
items, ]GVLTbﬂu¢ESS, in uho decade directly p”CC/dlﬂ* 1937 and in
spite of trade restrictions abroad, she improved her econoxic
positiecn, obtaLrwag adequate -supplies of these raw materiadls in.
axchan r her exports in the ccurse of international trade,
Detwsen 1926vand 1936 an increasc of approximately 100.percent in
industrial output and self-sufficiency in foodstuffs within the
empire was accomplishod, This expansion was accomplished without -
foreign borrowing, ' ‘ -

In 1935 and 36 Japan was an expoftcr of steel although
stiil 1m_orr~ng Cbrta¢¢ steel products and special stesl,. Hxports
of maciinery and toals, climbod to a fizure greater in value than
of imports, These consisted largely of the more delicate and |
camplicated types® of machinery, machine tools, and instruments.
It is no lonzer safe to state,. as one well-informed writer did-in
1930, that “Japan can never become & manufacturing nation of major

dinportance vecausce of the lack of fuel, 1ro“, and other basic

foay ey et 11
raterials,t

_ For a long stretch of jyéuls 2, food pr
obtery,- and paper manufacturihg dominated
structure of Japon, By 1938 the i changed to a.point
where 01 percent of the industria l produg ion of Japan-vas in metal,
chemicul, machinery, and engineering products, which can only be
interpreted as Mcgrlnb that Japan no longer was dependent on the
cutside world for a large part of her steel, fer t1¢¢ber, and
machinery erMuctlou, although she: tAlL had to import raw materials,
Jansh has beeh and will continue te be dependent bn external sources
for its suppliés of oil., On purely sconomic grounds this is not

a ' deterrent to economic aotlvlt"“ but from a military potential
standpoint, it is a matter of utmost 1m)ort3ncc.

industrial

i _ panese strotegic policy has been to wv01i 1npo“t tion of
finished petroleum products as much as possible and to import crude
petroleun—~fostering the growth of the Japanese petroleum industry

-
L

by refining in Jopan, Thus, the rc*in;nc industry expanded ruviq]y

in Japan The total supply of crude and heavy oil almost doubled

between 1932 and 1936, The United States supplicd almost 75 percent

otnl, the Netherlands Indics and British Borneo
aking ux & ainder, Spurred on by war demands, Japan today
hus a sigeable modern refining establishment.,
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*Tne amount ol lron-ore minsd in Jupan is relatively very
small, hot exceeding one million mebric tons yearly up to 1940,
Inis, plus inportations from Korea, then constituted about onc-
fifth (1/5) of total demand, However, throu.h Dovvrnmvnt'subsidy
of marginal wines, output of domestic ore reached a peak of thrse
and six-tenths (;,6) miilion Metric tons in 1944 It is natural
then that. the growth of the production of pig iron brouzht about
great increases in imports of iron ore, primarily from China and.
the Struit Settlements. Japunesc capltsl developed mines in
‘Johore Frovirce, Maluya. These supplies could be vorted over
fairly long distances since water transportation costs were very
low, - Thdrefore, the belief that a rezion cannot develop heavy
industries uniess it possesscs largu deposits of-iron ore, seems
to have besn unsound, :

By 19356 demestic production of pig iron was nearly double the
1930 cutput. - However, notwithstanding tiwe increase of domestic
production, importation of pig iren more than doubled gurlnv the
szma- period, In 1929 and 1930 demestic supplies of iron and sreel
scrap were about three-fifths (3/5) of total consumptio n, but
between 1930 and L??b iuports of scrap iron  and steel increased
over 200 percent, JItis interesting to point out tnqt in 1936 thin-
plates, thick plates, and tin plates were exported to foreign

countries and colonieste 2 total that execeeded imperts, Froduction

of pipe ond tube also exeeeded imports in 1931, Vire and rods,
after 1928, reached 2 level fiftcen times as high as that of any
eariier yesr,  Production of other steel preoducts consisting of
forgings, steel casting, and a miscelleneous:dssortment of other
praducts'rose Styadlly up to ]931 arnd 1rportu fell off.

The forc roing paragraphs htve out ined the bas;c important
pOSl ¢on in th J%pin se economy of:

l. lwoort, bxport, nd shipping. :

2. Irecn, steel, and petroleum production.

3. - The combinéd ingenuity and. taleénts’ of .the Japansse to
succeed in their industries end in cranament industries in spite
of lnb fioiency of raw naterizls, -

I* is obvious thak war industries are dependent upon iron and
steal manuf arturlng,’uetfolaui, and 5h1yp¢nb to which must be added
cluminun insofar as the airplane industry is conerncd. The supply
of mochine tools, bearings, instruments, etc., cannot increasc
beyond the available suoply of muterialss and ceven though materials
were diverted to that-type of manufacture, finished tools would be
uscless without materials to process into end products,. :

Though dependent as outlin od .above upon importont raw mate rials .

and petrolﬁum, ‘Japan developad in the course of the 1930s an. lndustry




lying all her needs from precision OuolueeanU to the
complex heavy industrial equthe 1t in the Crient.

woackbone of war industry, she attained a yeariy o
in tihe home dslands of better than & mleLOQ tons of ingot, She

turned out more than 50,000 machine tools a year. Her cheamical
cepacity included more than 5 willion tons of sulphuric acid and
mearly two hundred thousand tons of nitric acid.a year. Her nitrbgen
fixation capacity was nv@ond only %o the United States ¢nd Germany.

ed

Although the industrial cspacities noted above are

..L C QA f_,'

“to those of the United States, Japan managed to siphon-all or nearly
all of +the vroducts of industry into the maintenanece of her military

L
stablishment, In no industrial nation of the world did the civaliian
Q’Llenenbo absorb so small a share of industriel production; and
orcbably in no nation in the world has an industrial establishment

he size of Japan's been acquired with el small a total national
we altl’l . i

"S O

1

The basic reason for Japan's ability to con elfroue her national
wealth in creation of industry may be summarized as follovis:

1. Concentration of woth induqtrial ﬁanaﬁement and the
cownership of capital in the same few hands with the consequent
plowing back of capital into industrial plant.

2. Direction of industry by an all power9
government which treated lndustry. as an instrument

pollcy and gulded. it accordingly through.

.

&, A close alliance with the industrial powers of
the country. ‘

b, The use of control associations as a device to
restrict individual enterprise and competitidn
¢, Libkeral use of subsidies for dlrect ing indvstry
along volitical lines,

The oreﬂmnt proceedings for the dissolution of the Zaibutisu,
aination of the control wssociatlons, resbricting of suvsidics,
segregation of banking &nd incdustry are recc_nitlon of these

factors.

N

Reparations vill at the time of rewoval recognize the Poisdam
Declaration in the matter of a minlrum economy for Japanese peace-
time needs..

Under present economic conditions in Japan, all industrial

production contlnuea to be most inadequate. Whileindex figzures

-6 -




show on paper a sli:

by

zhtly increased production from month to month,
su¢h indices are not considered to present an accurate view of the
industrial picture, from an over- -21l point of view, and including
*he”r”:'matcr;alo as well &s &d product situation, productive
industrial activity is on the whole sloving down-and will continue -~

)

( _‘ “l.&_&’-\,‘

14
tmat way for sometime in the future. Hiectric power is availiabie to
industry only tvio days out, of soven and gas and electricity for
‘domestic dns¢mouiou are l:xlt d to a few hours & day, :

Gensrally, bhe inadequate indu trlul situatuion is due to the
circustances: - : : :

.1y Shorytdge or raw materials and the discourag 1n& outloock
for -sucn LMJO ts under govermni st - tO“g vernment trading.

attendant upon the unsetbled rapar ations

and £

3. Reforms instituted by tha &1l1ies, and the conirols over
1 S
il :

'uuolness inevitable in a'wilitary occupzition.

”

~in washington, SCAr h

due to miscomception of "Free laboyt

ideology,

. .5, TFrustration, amounting to apathy and lack of ent Tt
on the part of management in irying to‘nré Lce anything at.a profit
under existing circumstances. e
tances reshonsible for the owvcort‘léw industrial -
able of easy or early solution. The situation
1y ¢, with the possibility of complete
e , S R

The aoov CLLCUl
pIOuuvthu are not’ ca
19, +nere;o

s
on
P

5 mage by the War and State Dcpa@hnemts
ned the follswing production lsvels to
be the irreducible minimum needed by Japan durdng the dmmediate Tubure,
They are shown coupaved to pPresent actual rates oF proauct*ov The
;nulcQJaCiNS of prcscut pruuachon are apparcnt. ‘

In conjunction with

: Mininum . Present Rate |
Level ch A of Production”
', 000 f-.' Tor /yr. : 564,000 . Tons/yr.
2,000,000 0w 469,000° e w
Liachine Tocls © 19,000 Units/yr.e © 3,600 Units/vr.

o

Sulphuric Acid 3,400,000 i, Tons/yr. T 1,000,000 li.Tons/ .
O

|20

SO tt

cda Ash 260, QOO 1 ‘h" 22




Hinimam Present Rate

Category : Level o of Production

Caustic Soda 100,000 M. Tons/yr. . 38,000 M. Ton;)yf;
35,000 W o Hlagooo noou
30,000 00 v 8,000 nooon

he 1946 import pro
by SCAP is par \Lall".lis
. iy .

gram in idnsutrial raw materials as submitted
ted be 104 and compared-to actual imports to

are egually apparent,
Actual Imports

Ttem "Mhru 30 Sept. LA
(Mo T)
a1t 150,000

2,000

IOV
1,000

Rubber
Magnesia CJL:LL’m

The fuel situation in Japan has become more and mnore serﬁouo;
Stockplies of coal have been reduced to less than 500,090 LONS o
Production haimpered by threat of strikes and leck of materials
continues at sbout twe miilion tons per uenth, luade&hdtv by at

ieast 50 percent, woth in tonnsge and in B.T.U. content, for a
minimun economy. Japanese indigencus petrolews production can

supbly less than 20 percent of the needs of the economy. The
importance of coal alone can be Jjudged from the ITact that a cne
percent increase in the coal allotment to the metallurzical industry
could mena & nine percent increase in pig iron and steel ingot
roduction., ’

iy

The data provided above indicate a gravely deficient industrial
ituation, one vhich in all probability will grow more precariocus
ather than less, and will provide & continued drain upon War
Deoaruuent appropriations unlisss determined steps are taken to
stimulate production. Under present circumstances, at least a yvear's
time is believed necessary before. the diverse epf@cts of the new
tax laws, the dissolution of the Zaibatsu and general reform
lerlslaulon cen be fully absorbed by a reorganized industry and
before anoriec raw materisls errive in Japan in' any appreciable
volume. Until that time little can Ve expected of Japanese ¢nAuot"y
to stimulate production on its own ¢ultl4ulve4

Rehabiliid of Japansse industry is STOm and discouraging
as is indicated by the »resent production in key industries as
related to the nroposed minimum economy. . Some of Lhis inertia is

S




" preventad fulfillment and integration in the Japanege Empf

{ulﬂﬂsu unbelievable

is not epough of anything to meet the b

the result of a weak government, failure to institute an adequate -
control of critical materials in order to chennel them into essen-
tial industrial preduction, and a premature acceleration of the
"Free Labor® ideclogy resulting in deterioration of the will to
work among Japanese labor.

Fundame ntally it is lack of foreign exchange and resultant
lack of materials and compodities which can be prod duced only
through importation.,

Insufficient Clothing
Insulficient ledical Care
S Insufficient Housing for Families
result dn low productivity, for instance:’ '

The average production hours per day in cosl mines are 2 to 3
hours. - The production is about 5.7 tons.per month per miner.under—
ground, The average work monrth is aboutb 11 to 14 days. ut The
negsgglities of hunting food or u#vthew, malnutrition preventing
other: than short periods of Llabor and sickness all add up to an

otal of on=productive hours,

rhe vicicus circle of an economy, sao far depletcd that there
arest requirsmonts, will
epair of coal mines is not

lack of steel and otnbr

curtail: developnent for a lons time,
to be.apcomplishedfquch‘J bug&uga of ]

"rJ o

comaotities and: increused stesl outpuu is doubtfu;' undless coking
coal. is avul‘ubLL, anu Japan's chances of adeguate bukldﬁ coal
are dim indoed as iong as the Cliire 01+uuxlon continues., Beside.

the internal condition of a Worn out and- d@plcteu econoiy there
are more fundamental reasons for a discouraging cutldok on Jepan's
geonomy. - The one which is to‘haéﬁ orobib]" the most profound

wlifect over tuuure years op the Jd@&ubae peoy Le ds uLOuS of Empire,!

?Lt_is,n@t nec’su'r 'to 0un51dwr the ~oot wﬂDiT conquered by
apan in 1942, since It resulted in a purely wrtﬂmp adventure
zpite of neecded oil and materials obtained ia the south,
8 a continual military drain on Japan, Likewise Manchuria need
not ba included as a part.of the "Lost Empiwo.‘ Although 1t was
held by Japan for 10.yszars previous to Pearl Harbor, during which
considerable developiment was ‘achizwved, the war and ite wa s*“vn

x(\

did the attitude of the Kwantung Army in keeping Manchuria apart

1

from the Empire as a military presers

The recl "Lost! Japanese Zmpire was. conteined in the fifty-
year-old cclonies of Korea, the Kurile luluﬂdo’ and the Bonin -
and Marcus TIslands and finglly in the Ilondated Islands, in effect,
given to Japon in the treaty of Versailles. 1t was not a rich

oo - -




empire &g empires: go bub- it was developed years beiore Hitler into

- a, profiitable a'vﬁglb of golonial intergratien,. into & conipre mensive

S Forea. had some ninerals—cepper, iron. ore,.aiumina,’ shale,

ctons annually of cool and about a mil

£

national ﬂ]dﬂ, As far as natural resources go it wis not impressive,

and graphite;

however, most of thei were of loan guality and expensive to exploit.

Formosa had some coal-petrolsum and most of the world's supply of

coamphor trees. - Karafuto contributed fish products, about tvo million
NI petroleum.

iion buarrels OF

Okinawa ond other island of the Old ‘Eapires had litble rosources,
1n@ Kurilos had no signifigance except for fish productlon. Of the
cndates Anguar in the Carolines furnished Japan with 70 thousand

to of pno,pbate rock annually for fertilizer. Korea, ag proverty
stricken as any orea and more so than most, was made to supply ‘
Jepan vith about 40 mllllon bushels of riee, annuilly making up

of the home islands defiicit This was accampiished
orcing Kereashs to consume ch»upvr nillet from Horth
Rorsan crown ricito Japan, formosd contributed
rich deficit to the ewtent of better thin
FlCu. ' '

e I
b b
G bor

0O mi s-;u)

Formosa algo supplied 90 percent of Japan! s sugar; tea and fruits
from Fermosa.also contributed- to the. Japanese economy, both as imports
for Jayanese consumption and exports needed for foreign exchange . to:
world markets, The camphor monovoly,.canned crab, and other specialty
fish . products added materially in this way also. -Fish products. from

_the Kuriles added sn additionsl amount.  All of this ameounted to much

of a clear gain to the Japaneése from their empire., While Korea prob-
ably fared about as well economically under Japanese rule as it will

on its cwn and while Formosa was probably better off #@s a part of the
Japanege Fmpire than is conceivablé as. a part of China it is noteworthy
that in neither case did Japan spend vast sums on betterment in these
colonies. They took areas populated by people of a lower standard of
living than their own, introduced modern management, and operated the
colonies as planned adjuncts to the economy of Japan. All direct re-~
turns went to the Japanese and only the benefit of orderly adminis-

-tratlon of ‘these countries accrued to the Koreans and . Formosans to which

may. be added some benefits of the 1ntroductlon.of industry and indus-

 brial products.

e loss of erpird then, means o direct loss of invostment in
Korea, Forinosa, Okinava, hwrafuto Bonlq and Marcus Islonds, and
the nu;oud IJ*JQGS, toge Lbr ”1th an averagze Japanese qrofl on
that investuent of betwesn 15 and 25 pU”CbQu.. To this must ke

zdded loss ‘of emplomunt of abou E one—nalf millior Japanese.

, iore important than this even would be the gensral ¢ conomic
value of empire which has been much confused in modern &times, some-

‘times tnintentionally by theoretical economists who, :ccuqrcch to

anoan empire

opersting in an "Intellectual Cloister,"” have never ¢
though they

in economic pains"1n“ gonetimes by politicians who,

)
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are fuily aware of empire operations, would like the world not to

know., The simple fact ds that if a nition having empire ”'"?GS‘ ;
Yo noke it pay, it will pay--witness the ackrowledgment som years
ago by Winston Churchill that one out of every six fnglisls

mode o living out of India, Turther, empire results in uJJiLLJ &
foreign exchange--& most valuable comnodity in buying wnd selling
in an internsational market whers dependence is not on price but on
cxchange, This was the accrued value of empire to Jupan, Simpie
cupleitation of empire, similar to the Belgian Conge and the
Peruvian Indian Tnpire, was practiced by Japan in tnc camphor
monopely, . More drastic forms of exploptation were the forced sugar
planting in Formosa, the forced expoxt of rice from Koréa, and the
Torced labor of Koraanu in the Hokkoido coal mines. Other
imperialist measures were thg salt, opium and sa {uvmonopolius,
Foreign capitol wios excluded from Japanese industry.

)

Unless the Japanese are to live 1ike New Guinea ’ushrtn Cthey
rust import large portions of most commoditics and c11 of many
necessary to modern livipg, Thise she must piy for ﬂostly in
“dollars., In no case can th pay for them in Japanese yen, . There-
fore she must eorn d@lLMUo or other foreign uxchgngc'““ @/hortant -
goods to countrics hoving frec G&Chungb or a tradins system where-. -

tiznge can be clesred, In Japsn this cond;tlon is part;cularlj
nlﬁgpd to dmport 70 to 90 perecnt of, horv$nuustr1al
ds and, more thon 20 percent of her food; with no gold
31 mts, she must pay for PVurjt;Lﬁé with
stant ;nd&unsymgatugtxc to Jopoangse exports.

Itodn over .a gus
nbL b ,'n.".\i u,r‘ )
auqut 34 pe“cmnt Tt is-in

du ke tneuu Jao&i and aer ox~gmpire _.n,ou

£he’ 'sdme presar pattern.  Disruption

nege ’wrxlng, GEC ., LOLuuFbT vith a distorbe

EConony over a,affgeted primarily by political

conditions preclude much cnecuragenent here, For instance, since

Formosa is a papt of China with =211 that that impilcs, trading
na sen absorbed by the China Czrtral Trust, a Chinese

vxcuungb
gl i

recLpt

Coperations have b
trade and internatlonal sayment monopoly; sugar is quoted at 31
cenbs per pound, or more than four times world price.
ruided xpr@ssiors fostering redu ctvon of the s ndwro of

an to the level of the rest_of the O”Ldﬂt haove -tended
wer handicay notural trade ¢ nQ 1ndusn‘“ TCCCVEr e

Ir summction, the loss of gmpire means 2 loss of yoen cconomy
to Jopan o*_ﬂog“t 1/3 of ner prewar reguirencnts of row moterizls and
food~~resulting in & material incroase in foreign exchange ‘demasnd,
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which can be accomplished only through manufacture and export of
comnodiiies salable in countries having free exchange, or-a
trading system whereby exchange can be cleared. To acccaplish.
this, Japanesc industry must repair itself and produce nouﬂh
for o living eccnony for its poople plus the nceeded exports.

The outlook is grave and the time nccessary to accomplish
this is 1xcalculable.

wnat are likely to be the responses of her econouy to those
foreign trade pros t : will doubtl attendt to reduce
her food ﬁl t L )

sha
of COquhuf&tﬂ” her rosourcces
uption—goods industries
cxport trode din thosc ﬁDodﬁ
materials und foed she neads, 3Bubt to succeed in
an would have-to c“”'tm an expert of thosc
1 she had before th u;x, for haré’popu;‘zlou ﬂ*‘
wr scurces of income (from colonial and
morchant marine) will no longér be avai

two decades oef royt e u,r,
increasing extent on the .
to huild

)
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Jﬁp&n will be facéd with most sericus obsbacles in her offorbs
to revert to her former industrial structure, prrtly bectusc raw :
gilk has lost its former presminent. position in interfhtional trade,
and pertly bocause of the fear of Japanese conpetition on the part
stern industrics, The most that chn be expected is a "medest®
varticipation in international trade, and, by the same token, a
small degree of industrial rehabilitation, o
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