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Mr. Butts Our subject this morning 1u. “Tyoecs of Organizations
Imnloyed to Obtaln Contributionsefairly limitcdwbut in the scope as
outlined, not only are the typcs to be commented upon, but the methods
used to recelve these conitributions, and an estimate of the importonce
of these cortributions to the total production awvailable to Japan are
2lso to be considered, ds regerds the lost reculrement, we shall

PR

only endeaver to approximate the figurcs.

In our determination of what we shall consider occuplcd areas,
we may be inelined to think only of Southeast asia, but we must
remember that Japan's war cconomy dates very definitely from July 77,1937, .
cndy to those who have followed evenbs, from cven an earlicr datc. 5o
we ghould include China in our arsts of occupation as well as Southseast
Asia. Some would even go so far as be include Manchuria,

It was only a matter of woeks ofter the military occupation of
Southecst China, that Japan controlled the econcmic Jifc of that
area, The extent and effectivencss of her planning and operations
wicre reflected in the costoblishement of o Provisional Governmont of
China in Peking in December 1937, a choral Reserve Bank in March
1938 and National Development Companice to control and exploit .
natural resources and industry. =

Japants occupation bechnlqueo to obtain material contributions
were developed and excrcised in Manchuric, You will remember that
the South Manchurian Railwey was the official crghn of Japon in
Manchyria, both before and after the establishment of the State of
Manchkuo. The Meanchuria Dovelopment Compeny, established in 19 537,
took over from the Railway Company propertices valued at approximately
cie billion yen approximately 300 million dollors at the then rate of
exchange invested in same 71 affiliates and subsidiary crgonizations, e

. Jepan hod profited from several penceful years in the arca and
had perfected crganigntions which cnabled her to promote the
productlon of resources which would bothi complement and supploment
her own war cconomy, That wos her specific purpose and she had so
announced it scveral years buforc Decamber 1941, China and the
Southern arcas Ufhubntbd very few new prcobluns,

The political status of coch of the Southcrm arcas differed and
bacause of this, slight verstions in methods of proccdures were
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political -

adepted by Japan, Siam was an independent state, French Indo—Cklna

‘was a French Colony with a Puppet Home Government, Both Siam and
-French Indo-China, by virtue of earlier treaties and agreements,

were already cooperating with Japan, The ﬁth-up1ne Islands was

a Commonwealth but still & responsibility of the United States,
Burma had a small measure of self-governmente, The Nethorlands
East Indies, a Dubch colony, was without the protection of its home
government, Malaya and the Straits Settlements, British colonies,
WEre autlvely protected by a major eneny. Howover, the OVbr‘&Ll

ulznnlng and operations Were similar in naturc and 5COPG

Economic Program in the Southern Cccupied Areas

The Prumlpr of Japan on January 23, 1942 announced the
government's program for the economic admlnlstrutlon of the newly
vccupivd arcase This program was much the same as that adopted in
Manchuria and North China, hence the types of organizations and
methods to be uscd were predetermined and could be enforced almost
imm@didtoly. The program consisted of seven major undertskings.’

-1l Devclopment of resources under Japam@sc control and in
. accord with her “oqulremvn+" of wSSLnblal maberials,

Ze Self aumport of Japanesc forces operating in the OCCuplud
areas. . .

3. Determination of materials to be exchanged with end hatween
occupiled areas, - S ’

L. Control of tra noport of all commoditics by the Army and Navye

5. Coopcration of wstablished concerns in cccuplod arsas with
Japan. _ . . '

&, Circulation. o£ military scrip or Local natlional currency
at par W1th Bhb J"pquSw Jiilte

T+ Secure éapi 21 supplies for the development of rosources
Japanese banru, supporb d in turn by local banks.

" Local Advisory Councils were encouraged to assist the military
=nd naval administrations. Provisional and National Governments
vere established wheorc st ability of operations and collaborabion
of the native populntion could be 1mprovcd.( A Provisional Government

©oof the Republilc of China was inaugurated in Puknug, December 13, 1937.

4 National Governme nt‘of China was procl 1imed #t Nanking in Marech 1940.
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A National Political Council succeeded the Provisional Government
_at Peking but retained their Provisional Government powers, Hong
Kong and Singapore were désignated colonial governments and civilian
governors were appointed., The Greater Fast Asia Ministry was formed
in November 1942 as an integral part of thc Japanese Government to
conduct administrative affairs withih the GrtgtUr dast Asia sphere
and to ocquire raw materials in occupied ardes through the operctions
of the National Policy Companies which, in turn, worked in closc
association with military admlnlutrutlons. Independent governments
were established in Burma and in the Philippine Islands in 1943.
Militery and naval governments operabed in Malaya and the Netherlands
Indics

The Philippines and Burma woere granted independence only beeause

~ cach of them had anticipated indopendence at an corly date Japan

wishing to secure the utmost collaboration of the peoples of thoss
areas could not be less magneuimews than the United States and
Great Britain, However, Japan warned each of them that independence
would be granted only if there were full cooperation and 'if bOlf—
sufficiency were cttained to such a degres that they would no long
depend upen her to maintain thelr eeonomy. Mllltwry ”OVbrnmbﬂtS
operated nuarly two years, k

.

Finance

. - Financial damination was associated with and closely followed
military and political control. The banking structure and currency
of each ared was reorganized to harmonize with Japant!s structure.

. The operutlons of the local banks were restricted to domestic
transactions which could not affcect the exteornal position of the
currency, Japanese banks partlclp ted in industrial loans and

_investments and the development of natural resources, loaned funds

- to Central Banking Instltutlono and controlled all foreign exchange
movenents, :

Central Banks and Currency . , ~ , ;

The Federal Rescrve Bonk was establisbhed in Peking in March
1938 to unify the currency of the area then occupied by Jdapan, Its
notes circulated at.parity with the Japanese yen. = All export and
import “trade was subject to compulsory clezrance in Federal Reserve
note exchange,” The Central Reserve Bank was established ot Nanking
in December 1940 to lend support to the new nationnl government and
to destroy the currency of the Chungking Government, - Its notes
were to replace Jopanese yen, dJapanese militory serip and Chungking
notes.. The Bank o; Indo=China continued to cperute under clearing
cgrecments which had been established prior to Beeesber &, M4l with
the Eckcheama Specie Bank. The bank of Siam was reorganized in
May 1942, Its capital consisted largely of a4 loan of 200 million yen
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from Japan which was said to be cgurbd by sterling balances in
‘London. Clearing %nrcam@nts were made with the Yokohama Specie
Bafk, - Military scrip was WLdulV 1ntroducpd into: the Fhilippine

" Islonds, Melaya, the Netherlands Indiss znd Bumz, and circulabed
-2t per with the local currenciecs. pr nhtLOnal currvnc1co Wepe
'vCQrple 2ely dissssoclated {rom any forcﬂen currency, - Local bunks
in each area were authorized to continue operations so long as.
they coopbratod with the Japanesc ﬂam1nlstr%Lnons. They were
cncouraged to accept savings deposits which became Japanese assots
for.local procuflment'ﬂnd contributions to the goneral war effort,
Cuntral banks Were established in the Philippines' in 1943 and in
Burma in Jamiary 1944.

National Policy Companies:

- National Developmenf Companles were ebtabllsned by Japgn for
~ the specific purpose of investing funds in foreign areas for the
© promotion of economic énterprises whieh could contribute material
rescurces to Japan's economy. The first of these was the Oriental
Development Company established in 1908 to exploit resources in
Korea'and Marichuria., The. Taiwan DnvaLopmgnt Company end the South

eas Development Company were ‘established in 1936, the Tatter

peratlng in the Mahdated Islands aud South Seas,. The Manchurian -
Development Company, established in 1937, took ower from the
South Manchurian Railway the mahagement of heavy industries and the
exploitation of all mineéral resources., The North China and’ Central
China Development companies were established in 1938 with a ccmbined
fcaplta* of 450 million yen to -invest in and advance funds to strategic
“and basic 'industries essential to the war effort. These included
communlcanlons, trapsporuutlon, harborg, telephenc and telegraph,
‘electric. power, coal and ores, salt, Jtc. The Southern Development
Comodny.put ablished in March 1942 pursued the same functions in the
southurn areas, Urzmarllj in Malaya, the Netherlands Indies, and
Burma. The capital of these companics was subscribed in equal
parts by the Japanese Government and UT1VdL“ 1naustry, 1DCLud1ng
local industry in occupied areas,

jLocal-Procuremehﬁ

Jqun, as are all concuering nations, was intorested in local
procurement - but possibly to a greater extent than mosts No nations,
conguering the vast areas occupied by Japan and anticipating the
wltimote opposition of thé United States and at loast a port of tle
British Empire, has had so small a war potentizl within its own
“boundaries. - She did hot have ade quutb raw mberial resources,
”udcqaate f:nance, adequate processing cauucity, or adequate manpovier.
The’ 4 Mts, Materials, Manpower, MNency and Machinery were all
iw shert supplye. ' coe :
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Most of the strategic materials arc produced in Fastern Asia,:
Of the raw materials, iron and nickel ores required a great deal
of -shipping tonnage as did bauxite., UNonc of these could be pTOC“Sde
at. ‘the source of supply. Foodstuffs and potroleun reguired )
considerable tomnuge ond the latter a wory upcul 1 type of transport
couipment.,  Procurement was associated with transport, and unloss
these commodities of Southeust Asia could be transoortud by sea,
a distance of from 1500 to 3000 miles and the average was ot least
2500 miles, they were only of limited usc, There wos no surplus
cotton cxcept in North China., Coal supplics wire 1mpla in the
northern areas, but again, transport was the problem, Rubber and
tin viere readily available in whatever cuantitics desired., The
large surpluses of sugar, rubber and tin could not be consumced,
and since they could not be shipped elscwhere, they had no bargaining
power, ‘

Manpower, in the form of ccmmon labor, wus rundilv avallable,
but it was of little value oxcept in agriculture,  Japan needed

skilled workers and toechnicians Who could ba uTlll& >d in the production

of end products. They were not availeble and it was necessary to
supply thiat type of labor from Japan its cii. Furthermorc, the labor
utilized was aot coopur bive, ,

Appropriate processing cqguipsent, generally gpooking, was not
avail.ble,  There were no lurpe industrial arcas in Southeastern
Asie and no heavy industrics. Some processing installations had
been destroyed, in which case their only value was as scrap iron.
Japan could rnot reconstrucht or build new tndustrial plants as hew
own capacity was fully occupicd with defense production. The
only important exzception was that Japan did install petroleum
“production equipment, some of which bhad been held in rescrve for
this special’ purpoab.

; Tbér@ WS No -avenue 3uad¢ng to foreign excnlngo, but Japan
did secure suns of fOP“l e currencies und precious metsls, They
were of value only JhoOi‘T s they could be used to force delivery

., of needed supplies by those who might refusc to accept military
scrip for smuggling purposes, for bribes, or for the retirement of
Japanese currency and serip if thought desirables There was always
the hope, too, that the foreign currency might someday be redeemed
to Japan's profit, :

‘ The establishment of Central Banks, together with -issuvance of
new ﬂuthﬂ&& currchny, permitted Japan to limit circulation to a
- specified ooixu¢oal one, to maintain -2 gtable currency value
within the zune and to control the movement of all goods across
poL1b1ual borders through the operation of exchange countrols., The
gconomy of each area b“ramc independent, of any other znd should
Japan wish to withdraw from one area to another the currency of
the abandoned area would be of no value. : -




“in the transportation unu communiication fic

Processing capacity consisted chiefly of small machine shops,
rice milling equipment, sawmills , small shipbullding facilities
and a few small canneries. In the aggregate they werce of some
value, but thelr contribution to the tOull pruduction fab?thluS

Was #nsL&n¢¢1canL

llethods of Procurement ‘ ‘

The control of all finence measures, together with the
operation of all means of transport, was suffioi@nu to plmce the
sroduction of all commoditics, except crops hoarded by the farmers,
in the hands of the Japanese, lhatever the truc value of the
currency, production could only result from capital ilnvestment and
payments in a {ogm which viould permit the seller to buy other goods.
The Japanese gponsored currency was logal tender., No commodity
cculd be moved fram its source without the usc of some form of
transport which Was operating under the supervision of militarv
uutnorltles. During transportation, all’ goods were subject to

rocuisition or confiscation by the itary authoritivce or they
yht be directed to such do >L1natlons 95 would best suit Ju’dn 5
cds.  No goods could move out of a political area unloess Lhov
cre n.ndled by one or more des cd Japanasa tr‘lLH& companies
whilch hud been sranted monopoly rights. This, tor with finanecc
controls, orevonb :d any possible dispositicn OthF than that
pcc1beu by the Japanese cuthoritics.

Thera were lobor corps in ach arca., The wilitary or naval
administrations zsswned Full rosic ility for labor requircments
ields ggd Irv the mining

of co l"tul- strat VLI ic matord u..L Se

Cooperation with native produccrs wag alwoys cncouraged. This
objeetive, zttained by joint investment of capital or losn, was
usually successful o the nativae cwnor would thus avoid oubright
confisection of his property or its acqpi"'ion ot a very low
price, his function wos performed by tho «cvclopmuau companics,

Local Crzanization

~dJapan had two fundamental policics: bthat she cohtrel 1 all

industries, utilities and rescurces itable for war purposcs
and that the task of sclf-sufficicney in civilian n@cdo, including

supplies for local Jopanose ci ivillan and military porsonnel, bo

siven to the Puppet Government or lecal administrative Qrgwﬂiawtloﬂ
Civilian couneils and neighborhood nssocinticns Were held rosbonsible
Tor tho completo rsyimwnb“tﬁon of thc civil vopulstion. Croups

might be arranged according to nationality as in the case of the
Chincsa Rbnldbncb Asscciavion and the Indian Leasue in ¥Malaya,
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Civilian- Suppli;e s

Each ‘community was resvonsible for its own immoediate cconcm

The village wos hold rosponsible for the decds of cach family und _
thae Lum%ly was held responsible for an individual, In many areas = -
the system used in ecrlicy years in Manchuria--the grouping .of tcn
familiss -- was followed, These village and communa] 2roups W( :
Dlaoed~in charge of the regquisitioning ond retioning of ricc,
vegetables, koroscne, sonp, salt, cte, (Jhey sometimes .colls setod
taxes -and oouphb ﬂnd collected ”voluntury" contributions to the -
‘JﬁoknLSu authqutlcs ag compensation for the drotoection thmy,

~ecolvad, ’ B ‘

Japan's efforts to supply civilicn reguiruments were generally
limited to dnstruction in new methods and techniques in agriculturc,
which might produce improved cnd larger quantities of producto..

Small amounts of .machincry, principally spinning and weaving oquijpment
which could be utilized to portially sctisfy the demands of civilian
and militery personnel were supplioed from Japan,  The civilian’ popu-
Tation was 2lways informed that 1t nust vecome sclf-sufficient und
that Jopants contribution would be in the filcld of education ond
Llight Anduotry, and in. the equluﬂolu distributicn of the products of
“the L&St Asia Sphure.

- A summation of the cffectivenvss of Japan's plans nd procedurcs
ihdicates that her financial measures werce successful; that native
labor contributed toward Japants nceds inscfar as thoir capabilitics
ycrm*ttuu with the exception of farmers, who worce inclined to grow

Timited supply of foodstuffs rather than industrial m-torials; that
‘looal transport was universally inadeguate becousce of anUlilty_qo
maintein the oropﬁrti“ s¢ that sez transport was inadoquate becausc .
insufficient tonnage to scrvice the long distances, -and that processing

 faeilities were inadequate.  The native populuulun werae gvan the-
.rcaponolb1¢1ty of naintaining their cwn ceonomy with very little
cssistance from Japan. The fulLUPOS were due to inadoous 5o facdlitiecs
which werc inherent in Japan's own industrial weakress during a
‘period of wartime cconomy, rather than in the planning which had--
proven successful in the northern areas.

I have some data on the production in the Japancse Embire and
Mamchurla, and in the ccecupivd areas of raw materinls tgnwutiallin
o war econony, and which were available to Japan, Thore ard-also-
ustimates of wartime requircments, “Only-coal, copper and rico -
approximated self-sufficicncy in Japon, Production of all cother
items wers luss than 50 mer cent of requircments, Tha production

of nickel, tun-sten, molybdenwa, antimeny, murcury uV¢t*‘ wutroleun,
' cotton, tin and rubbor was small or aon-cxistent, T
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Peacetime production in Japan and the occupied areas would have,
yielded surpluses in chromite, coal, industrial salt, rice, tin, ‘rubber,
petroleum, bauxite, and iron ore. . Hoaever, wnder "@”t;ne conaltlons
apparent surpluses. of coal, salt, riee, p@trOLQ“i and .possibly otqer

materizls;, were in short suppl*, Targelv becauss of lack o;_traﬂsgpﬁ‘
fagllltles rall river and ocean. ‘ ’

Japan 1mmorted about 52 percent of her prewar consumpt&oq of iron
ore; ‘the occupied areas during the war might have contvlbuted 62. oercnnt
of requirements. - Nickel imports were 75 percent or nore of prewar re-
quirements, ‘but the occupied areas could have supplied only 33 purCent of
war requlrements. Tungsten core imports werse perhajs 75 percent of peace-
time requirements, but they would have supplied only 25 psrcent of war
needs..  Imports: of antimony ores in peacetime supplied 84 percent of re-
quirements, but they were sufficient for only 7 percent of war needs..
Copper:supplies in the occupled arsas to supplement domsstic production

‘. were more than sufficient to mest requirements. Coal imports in peace-

i

time were 7 percent of consumphion but war needs required 22 percenb.,
Imports of petroleun nroducts ac"ounteq for more than 75 percent of
poacebime requirements, but it is doubtful if Japan received mors than

50 percent of import requirements during the war. Cotton imports

A
It was learned later that Janan did not us

accounted for about 85 percent of domestic needs but the cccupied areas
probably supplied less than 25 percent of wartime needs. It is needless
to say that the oceupled areas c¢ould have furnished ample rubber and tin
suppllos. : :

We must bear in mind ssveral factors w%v ch have 2 ract beari

upon these rough eatimates, and which may cause them to be at cnnsi
ble varﬂaqce with the facts. ﬁtamaues of fequiramcnta in the carly

years of the war took inte considerabion American m rufactlrlnb methods,

ng

n
¢
Lt

the ‘sawme percentage of alloys

@
An a given production of netal products. Co tton cloth contained as lit-

tle as 20 or 30 percent of cotton, staple flb re being mixed therewith.
Woolen garmeﬁts were 7ot available except-i n very special cases. Substi-
tute and synthetic materials used exceeded expectations., Hydro-electric

‘power failed at Lntervals and operations wére often limited to several

hours’ each day. There were surpluses of rice in many areas, but dus to
lack of traasnort there was actual starvetien within a few hundred miles
of large warenoused stocks., S

- ; . . £ )

' We are learning that production ih a specified area doss not neces-
sarily mean that it will be available to some other 'rca._«ﬁurpiuses are
not always an ‘economic potential of an occupylng fo”co Af they must be
tranqportéd,elséwhéro for proces s:ng. : K o

‘

A STUDENT:

Do you have any ihformation on the interest rabes that Japan~domina-
ted banks charged the vproducers in the various. areas and the merchants?
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- No sir, I do nobt. I doubl if thoy were mu
interest retes. = The loans mode by Jalancse
areas were sololy for the production of war mot
c&s@s they invited the producer to become pr

apan Wishod to invest capital in any buSlJuSg

vould rve the war offort. The propricter was
invest ca)1t¢lyto mateh your investment and let
In many ca the producer fuced two pdroblens.
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moposal of jolnt ownership or risk hoving his
for tho duration of the war, That was hlS albtor
manner the Japanese wore successful in sccuring

many owners, particularly in China, It is ny o

artners with thc J

ch interostoed. in

anks in occupicd
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DANnGsa,
which
UAlJcw us

o
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wreducing zoods
&Sk\,d, Lo
us opcrate with youln
He could decept the
qug“rfv confiscrted
Tam 1Y
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the cooperation of

winion that interest
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rates were immaterial dnscfar is the Japanese were concorned, »rimarily
because they were net using hard acney for procurcasnt JuUrooscs,
A OTUDENT:

Tou said Japan needed bime to capitalize. Gc Y
cxpeet o ghort, speedy, successful war in which tu
capitalize or had she’ b&mbd her whele sconcmies

R, BUTTS:

Japan ar ticipktea——unlu is, my best information——that she would
have a period of sovercl years in which to cultivate tno ’ribnd ship
ot the people, tc establish solf-rovornment and Lo in
sduction methodse That was her bolicf.  3he was Tor
& gpeedly Th,rUSSLVu war as prosceutod by the United Statoes.
PR, PETERSCN:
y
before th@ war for t}» D 'ticn of caguey and abaca?
\
The Japmanese infiltrated inte not only the Philippinas,‘but
cdnte all of the subscquoently ceccupled areas, Thoy camne as comuon
laborers, business men, invesbors and as govermment representatives,
“The Philippines was no stranger to the Japonese; neither was Malnya,
the Netherland Indies, Burnco, the small island of Timor nor Austr I;q.
an took PJ”TLy two million tons of iren ore amﬂually from leased
provertics in Malaya in tho years immedicbely preceding the w The
entire operation was by Japancse. They supplicd all ing cguijent;
all techniclang; and all transportation; they sup Liedvpv,ryuhlnp. She
cpernted bouxite, rubbor and tin propertics, I think that in the case

of the Philippincs the Japanese did not own prop
agricultural or mincral products

-0 -
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but they did make loans te some




Oporating cumponies, with' liens
hes sume of the advantages of ac

They did net take the best
wos acceptable,  She wos the sol
Philippines, nearly once million
the properties, I understand th
mining of mangonese cnd that she

PUPPOSGS o

JRe MASSELMAN

Do you think that the J‘p;ﬂ
ontlined in the oceupicd areas
zoing to be thers only three or

WR. BUTTS:

on pfoductjon as
bunl cwnership.

guality of abocas

security, This

A socond guality

o purcinser of dron ore din the
tons ennually, but she did not own

at Japinese loans
wag the sole pur
producticn until 1940 when the Unitod 3totes bought

s

~iy

ase would hove

o

four yoars?

Definitely yes, prosusing that the “ﬂLLL]p N

doclaration of wir, Had Jopan
that her cccupation was to he

ghe would have been ruthless enougl

pussibly secure withoul worrying
in production for self-sufficien
birest essentizls, Jananese psy
plons cannot be readily or guickl,
“doefect wos not realized Lo m&ny

continued in offoct until tho time of

SHUDIENT:

~ In that cennection, T Luld
1943 in ¢ rice rvegicn szuth of
confiseated the rice wnd aLaV in
were able to cbibtain 50,000 cooli
time thoet o raid wes QbVLLu sd b
years agoy except Lor the siave

i

MR BUTTS:

Was forced labor uscd in th
which connoebed 3angikok with Mow
kney - about that . sltuatlon?

“umuu&

Prisoncrs of war, sire

o

s

o
bt

1 sb«rtW

educating

Bl

stinuleted tho
chasor of all
stockplli

g

followad the policius
1f thoy had antici

poted bhey wera

ion follo the
Y thbrbm%tﬁr

v short, I assure you hat
havo L‘.NK&,L; all she could

native populotions

cy or of giving to then even the

£i
r*hrﬂ G
~1lbar \.1(.1, & i’ld
hs, the ;

surrander,

dke to
J;bﬁbkczans,
duced or by ono
coe 1 belicve il

e
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[SE S
Inein in Barma?
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is such that predetermined
slace 2 certain

wd oclicles were

comnent, that in

the Janancse

neans or ancther
b s tho unly
xin lobor since about 150
vrade in Airica.

netruction of the » \wy
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ChiR. BUTTS:

s

They were all priscnerns of wor?

A STUDBNT:

So I wnderstand, We checuntered forced lnber all
New Guine e, pecple thay hod brought down froa Asla to m, rk for
T Glite

i, BUTTS:

¢
Did you leuarn that there wers labor mevemants from Java or
from other islands in that vieinity, and i 1t was forced labor?

STUDENT:

The Japnese had taken people all throush that arca and  deft
then at sne litbtle spot or tancther, Bverywhero wo ch‘t we Found
puople who had been in virtusl slavery and they told of their |
v rious jumps frci one place te ancther, but these peo sple were all
fran fFormosa and came into China fron Formosa,

liR. SULTS:

Dees anyone olee wish to con‘tx'ibut;cz
ubject?  Apporontly not, I oshall hand o
’rh g porticulsy problom sguo oo tJ':f'vtuﬂ <:,vi’ ‘*r'rzducl
in the year 1942, Whlch will indicote sherbogos
number of. o ”Lulc:ﬂ e 1Sy

wenty
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