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CHAPTER I
INTRODUCTION

We need no reminder today that East Asia is in a ferment of change. The
emergence of a new power structure, the Chinese People's Republic, ushers in
a nev stage of political, economic, and social development, for not only has
that government successfully achieved central politicel control in China
whereby it is possible to introduce vigorous economic planning and a command
over resources, but also it seeks to establish an industrial plant complex
capable of producing its own capital and consumer goods without excessive de-
pendence on. borrowing and foreign trade. In essence, this new state seeks
now to repeat the effort the Soviet Union and Japan attempted, namely, to
telescope several centuries of western economic development into a matter of
decades. To achieve this, the state disregards the institutional stresses
and strains and the social costs that usually accompany this difficult trans-
formation. To generate a level and rate of capital accumulation sufficient
to realize the military, political, and economic obJjectives of the rulers of
China today will be no easy task. Yet, they are not starting simply from
scratch, but will have the benefit of a small but not insignificant indus-~
trial and transportation beginning which was the byproduct of foreign capital
and technological flows into that area.

Before 1949, despite the ravages of war suffered during the period 1937-
1945, a few large urban cities along the China coﬁetline had seen the rise of
a small sacale factory system, some modern financial structures, and fairly
extensive market organizations. But even greater progress had been achieved

in China's Northeast, known before 1932 as the three eastern provinces and



afterwards as the state of 'Manchukuo'. The annexation of that area and of
Jehol in 1931-1932 by the Japanese Kwantung Army resulted in the new rulers
conceiving and initiating a serious and ambitious program of economic devel-
opment. Throughout the period of Japanese occupation very little was known
about these programs or what successes had been scored, because of rigid con-
trol over publications and restrictions on movements of foreign observers
within the country.

After Japan's capitulation, the Supreme Allied Command in Tokyo gathered
war documents and related materials and shipped them to the Unlted States.
Embodied in this material was a vast literature pertaining tc Manchuria, com-
piled chiefly by the different research bureaus of the South Manchurian Rail-
way Company (henceforth to be referred to as SMR). Though it is believed
many important works produced by this organization were lost at Harbin,
Changchun, and Dairen in 1945-1946, these materials constitute the best single
collection of valuable records and studies of the Manchurian economy and its
evolution from the sparsely populated, insular agricultural economy of the
Ch'ing period. Discussion of the evolution of network of research bureaus
and their functions as well as the nature of statistical materials collected
and produced will be postponed until the appendix.

Another very valuable source of information with which to study the Man-
churian economy was that gathered by a team of Chinese experts who visited
Manchuria in 1946-1947. They assembled together former Japanese technicians,
administrators, and economists and obtained from them an enormous amount of
data about the economic development accomplished during the Japanese occupa-
tion. Of unusual interest is that material which relates to economic changes

during the war years, 1940-1945. The outcome of this mission was a twenty



volume study which appeared in Mukden in 1947 and was called an economic
encyclopedia of the Northeast because of its extensive treatment of all pha-
ses of the Manchurian economy, i.e., agriculture, industry, foreign trade,
money and banking.l Under each topic, there was contaived a vast amount of
raw date pertaining to output, capacity, budget data, balance of payments,
money supply, prices, interest rates, etec.

These two sets of source materials make it possible to probe deeply into
the economic history of the period and sketch the progressive gains regis-
tered by the Japanese in their industrialization efforts, illuminate the
problems encounteredbalong the way, and show the organizational underpinnings
on which the entire course of development rested. Observers in Manchurila be-
tween 1945 and 1947 were favorably impressed by the accomplishments of the
Japanese in building industrial plant capacity capable of producing iron,
steel products, electric pover, and a varilety of chemicals and light metals.
Evidence collected at this time indicated that the mineral resources required
for construction of large scale manufacturing were quite sufficient. China
poesessed coal deposits of 2,36h billion metric tons of which 20 billion, or
8.5 per cent, lay in Manchuria.2 Of China's 62 billion metric tons of iron
ore reserves, 58 billion metric tons or 95 per cent were again supposed to be
located in Manchuria. Certainly, an enormous potential of hydro-electric

power could be generated from the three great rivers, the Sungsri, Yalu, and

lResearch Office of the Northeast Natural Resources Control Comnittee,
ggggfgs% Ching-chi Hsiac-ts'ung-shu, October 1947, Mukden. A number of these
orig Chinese texts have been translated into English by the U. S. State
Department, and 1t is believed that translations of the remainder of volumes
is now in process. Hereafter, this source will be referred to as TPCCHIS.

QIbid., Vol. 1-b, p. 2. These estimates are derived jointly from Japanese

resource surveys and geological surveys undertaken by the Kuomintang govern-
ment.



Amur, and the Japenese had only barely begun the development of this vital
sinew of industrial power. How far Manchuria's resources had been utilized

and developed for industrial purposes as compared to China is seen as fol-

lows.
Table 1
A Comparison of Industirial Performance in the Northeast
with Chiva as of 1943
, Northeast China's Ind. Prod. Northeast Prod.

Industry (Metric Tons) (Metric Tons) as % of China's
1. Coal 25,320,000 51,297,000 Lo, 4%
2. Iron Ore - . 5,408,000 12,407,000 42.9
3. Steel Products k95,000 534,000 92.7
4, Electric Power 2,098,000 KW 2,520,000 83.3

(Installed)
5. Pig Iron 1,702,000 Not Indicated 87.7
6. Portland Cement 1,503,000 " 66.0
7. Salt 883,000 " 26.1
8. Amonium Sulfate 93,000 " ‘ 69.0
9. Soda Ash 59,000 " 60.0
10. Caustic Soda 6,000 " 33.3
1i. Machinery 55 million yuan " 95.0

(Value Terms)

Source: Northeast Natural Resources Control Committee, Tung-pel Ching-chi
Hsiao-ts'ung-shu, October, 1947. Translated by U.S. Dept. of State
as Vglume 1-b, Survey of Resources and Industry in the Northeast ,
p. 90.

From the ebove 1t is clear that the bulk of fabrication lay in Japanese induse-
trialized Manchuria. Only salt and caustic soda production comprise a small
per cent of China's productiom of these two items.

Today the Chinese Communist government admits that the core of industria-
lization is still centered in Manchuris (although plans are currently under
way to correct this by promoting similar comstruction in Inner Mongolia around

Paotao and in the Northwest) and indeed the first and second five yeer plans



aimed primarily toward expanding industrial productive capacity in the North-
1
east area. How much the Chinese Communists inherited from the industrial
beginning which Japanese planners, technicians, and workmen so laboriously
strived to create is extremely difficult to say. Soviet pilfering of equip-
ment, parts, and tools crippled close to T0-90 per cent of most industrial
2
plant capacity according to the Pauly report. The withdrawal of Japanese
technicians and skilled labor after 1945 reduced industrial potential still
further. But despite these damages and loss of productive units, there were
some remnants for the new regime to build upon after 1949. Certainly Nation-
alist China intended to make the region serve as the backbone for national
economic recovery, and plans were drawn up in 1947 on the future relationship
between the Northeast and China. The future was voiced in these optimistic
words by Kuomintang industrial experts.
The revival and expansion of industry in the Northeast present a most
optimistic picture. As to the development of heavy industry, there
is no question about it. Although China is large and rich in resour-
ces, the establishment of heavy industry is not limited to the North-
east. However, according to present circumstances, the Northeast is
better off than other regions in China because 1t already has a good
foundation. In view of the urgent demobilization of China, we should
appeal to the rest of the country to aid in the revival of heavy in-
dustry in the Northeast. The resources and materlals produced should

be used in the establishment of heavy industry in the rest of the

country. If this is done the future for heavy industry development
in China will be very bright.3

lpor a good discussion of these plans see Chngoku Kenkynsho, "Chiigoku no

Gokanen Keiksku", No. 91, Chugoku Shiryo Geppo, Vol. 82-9h, 1954-1955,
pp . l"'ll .

2Edwin Wendell Pauley, Report on Japanese Assets in Manchuria to the Presi-
dent of the United States, July y 19545,

30p. cit., TPCCHIS, Vol. l-b, p. 10.




How extensively did the Japanese industriaslize Manchuria and how suc-
cessful were they in realizingutheir economic obJjectives? What problems
in initiating and sustaining economic development blocked progress and what
policies were created to smooth the course of growth? To provide answers to
these questions it is essential to study the evolution of Japanese Kwantung
Army economic planning and organizational control from 1932-1945 and then
evaluate the planned accomplishments within the context of intended plans and
sets of control strictures handed down by the planners. If we dare compare
and contrast the two groups which ruled Manchurie these past twenty-five years
it would be seen that the Japanese military and Chinese Communists held simi-
lar objectives: +to establish a core of heavy industry. But while both re-
gimes faced the same challenge each had created for itself and enjoyed dif-
ferent advantages in political control, both had to contend with the same
basic economic facts of life. Manchuria was an underdeveloped region charac-
terized by low productivity per capita, limited markets, and the preponderant
portion of population still confined to primary industrial activity. Some-
how, each had to effect a crucial transfer of resources from agriculture to
other occupations, recruit and train an industrilal labor force, develop mar-
kets, and find financial means to lubricate the process of expending produc-
tion and exchange. The Japanese Kwantung Army made an Impressive attempt to
do Just this; these same tasks remain for the Chinese Communists to bring off
successfully.

Every society, irrespective of different political and social institu-
tions, human attitudes and aspirations, and varying diffusion of political
and economic power, must solve those basic economic problems of what to

produce, how resources are to be allocated and utilized to generate the



desired social product, and finally, how to distribute the rewards accord-
ingly.l Socleties tackle and solve these basic problems in different ways
depending upon the modes of production and market structures that prevail.
How society addresses itself to these problems and works out its destiny is

a domain of lively interest for the economic historian. In responding to the
challenges of the scarcity problem as seen in the light of economic history,
three important branches of knowledge need to be used: economic theory, his-
tory, and statistics. The economic historian can use these tools and compile
time series of prices and production figures or he can confine his anslysis
to discussing social class and intra-group relationships. Between these ex-
tremes a wide spectrum of possible combinations exist, all of which are cir-
cumscribed by the general scarcity problem.

It is impossible to speak of performance of the agricultural or indus-
trial sector where productive inputs are at work in diverse combinations to
yield supply functions without reference to a wealth of statistics. But
while such data are amenable to various yardsticks of measurement, the use
of sgtatistics alone is insufficient. Quantification provides an indicator
that certain supply inelesticitlies prevail, but we need to probe below the
surface of different productive functions to analyze socio-economic factors
that are not easily quantified to determine the cause of these inelasticities.
What is being argued for here is an approach which recognizes the relevance
of statistical awareness, collection and use, but will also encompass con=-
sideration of those less precise variables that many times are of greater

consequence. To tread a delicate line of balance by employing both statistics

lsuch modern economic historians as Eli Heckscher consider this to be the es-
sential problem in economic history. See his Economic History of Sweden,

Cambridge, Harvard University Press, 1954. Chapters 1 and 2.




and other forms of information is both a problem and an object in this study.

The first task is to trace in broad retrospect the historical bvackground
of Manchurian economic developments prior to 1932. This entalls giving a
running account of the chief contours of change and the underlying forces
giving rise to this change. This willl serve as a spring board to embark on
a discussion of planning and the organizational structures introduced by the
Japanese to develop the region in accordance with their specific goals.
Knowledge of these plans and various control devices (price control, labor
control, foreign exchange control, monetary control) are to provide the frame-
work to analyze how resources were mobilized in agriculture and industry. The
remainder of the study will focus on those prime levers to mobilize and
transfer resources into industrial expansion: buildup of an industrial labor
force, forelgn trade, and state fiscal policy.

Before beginning our story, it 1s necessary to allude to a previous his-
torical study of Manchuria for the same period. Professor F. C. Jones in his

study, Manchuria, Since 1931, gives a running account of important develop-

ment undertaken by the Japanese. Relying heavily upon en unpublished Ph.D.
dissertation by Professor E. S. Kirby, Professor Jones presents a broad view
of the unfolding political structure of the new Manchukuo state and a brief
resumé of state economic poliéies and obJectives. At best this is a very
general account and in some instances superficial. We are given little to
wonder about ideology and motivation of those who masterminded the strategic
geners’ affairs board which for all practical purposes was the dominant pillar
in the political fabric. Only a very hazy outline of economic organization
and function of enterprise seeps through and to lmplement the two five year

plans which are simply discussed on the basis of citing the key targets, next



to nothing is mentioned of the innumerable control schemes introduced in each
branch of the national economy.

Professor Jones depended completely upon translations of Japanese somces and
western materials. This naturally prevents him from discussing important
problems of economic change such as development of an industrial labor force,
agriculture's fallure to measure up to the performance demanded by planners,
inflation, and economic role of Manchuria in the 'co-prosperity sphere', which
are to be found in original Japanese studies and doéuments. We are not told
succinctly what the exact performance of the Japanese was in the field of eco-
nomic development. To be sure, a generous announcement of plans and inten-
tions dot this work but little in the way of evaluation of success and achieve-
ment is carried out. While these are expressed wesknesses in this work, never-
theless it fills an important gap in supplying the useful, general knowledge
of the lay of the land, configuration of political administration, and broad
history which might be looked upon as an introduction to more specific, de~
tailed studies which this purports to be.

The effort which follows should be viewed as a logical extension of
Professor Jones's study but only es related to the field of economic develop-
ment. Unfortunately, in focusing on this theme alone, there is much that
must be discarded or simply given brief mention. We cannot touch on the fas-
cinating history of how the young officer group of fileld grade level in the
Kwantung Army paved the way for military expansion and what motivated their
action in industrial planning and developmeut. Only in a casual manner can
external, significant political events even be discussed which might have
prompted changes in the Army planner's decisions. Our prime concern must be

the growth process of agriculture and industry and to note the changes in
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production and distribution by bringing quantification to bear to evaluate
the degree and direction of this change.

Today is an era of planned economic growth. The underdeveloped coun-
tries eye with interest and sympathy the results produced in industrial ex-
pension in the USSR. It will be demonstrated later that the Japanese realized
similar achievements but by using different types of planned controls. The
imagination, vigor, and flexibility demonstrated by the Japanese in promoting
rapld buildup of heavy industry should be carefully viewed by‘countries con-
templating a similar course of action. The Japanese sought to combine and
integrate the dynamic essentials of capitalist enterprise market economy with
planned usage, mobilization, and allocation of resources for production of
goods to fit a pre-conceived program. The system of production and distribu-
tion they devised produced a rate of industrial growth equal to that of the
USSR prior to the 1940's. 1In scarcely a decade they built an industrial-
hydroelectric complex that surpassed all Asia with the exception of Japan pro-
per. They did not collectivize agriculture, and though they faced exactly the
same impasse the Soviets faced in the 1920's of trying to wrest more from that
sector, the administrative machinery they installed for this purpose had more
success than did rapid collectivization; for at least the Jupanese prevented
a great decline in productivity and maintained a fairly steady flow of off-
farm surpluses. The USSR was only able to achieve the latter, unfortunately
at the expense of future productivity. The problems of financing, inflationm,
allocating unskilled labor to industry and keeping it on the job, are all
problems the Japanese had to grapple wilth and differ little in substance from

the characteristic problems of growth in the underdeveloped countries today.



CHAPTER II
THE ECONOMIC DEVELOPMENT OF MANCHURIA PRIOR TO 1932

The Manchurian Economy has come to have world economic significance

as a part of the world economy because of the development of a

modern communication network by the financial resources of foreign

countries. Furthermore, after the Russo-Japanese war (1904), the

management of South Manchuria by Japan and North Manchuria by Rus-

sia, with the labour of generations of Chinese immigrants, has

spurred rapid development in the first qfarter of the 20th century,

simply on the basis of primary industry.

The economic development of Manchuria from the time it was opened to
western cammerce in 1861 (at the port of Yingkow) to the Japanese established
state of Manchukuo in March of 1932 is a function of three broad interrelated
factors: one, surplus productive capacity in the form of vast tracts of un-
cultivated land and idle, unproductive labor;2 second, the rapid construction
of a modern railroad network financed by the inflow of foreign capital; and
finally, increasing world demand for Manchuria's principal exports, grains,
of which the soy bean and its derivatives renk the most important. Within
such a framework, the nature of capital accumulation can be analyzed and the

type of economy the Japanese acquired to launch their development programs can

be vieved.

1pmano Motonosuke, "Manshi Keizai no Hattstsu", Mantetsu Chdsa Geppd,
July, 1932, p. 87.

2The important analytical approach to be used in this section is that of Adam
Smith's "vent for surplus" theory of international trade. Only the first as=
pect of this theory 1s employed here, that is, the existence of surplus produc-
tive capacity imn the form of unused land and idle labor; the second, which fol-
lows from the first, that once this capacity is utilized and output for export
increased there occurs widening of markets and greater division of labor, did
not take place in Manchuria for reasons which will appear at the end of this
chapter. For a good modern application of this theory to underdeveloped areas
see H. Myint, "The 'Classical Theory' of International Trade and the Under-
developed Countries", Economic Jourmal, LXVIII, June, 1958, pp. 317-338.
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The signing of a treaty in 1858 in Pekin with the British concluded the
opium wars and signaled the formal end of China's isolation from the west.
The opening of Yingkow in 1861 brought the sanctuary of the Manchus into di-
rect commercial relationship with the west. The vastness of the region, the
sparsely settled population, and the total absence of effective communicstion
(with the exception of several rivers) limited for some time the wldening of
markets and the possibility of any sizeable surplus available for export. To
be sure, the potentials for this sort of eventuality existed. The great Man-
churilan plain, bordered on the west by Inner Mongolia, on the north by the
great Khingen mountain range, and on the east by the Manchurian uplands, cone
stituted the main agricultural belt. Here fertile soil, temperate climate
with adequate/rainfall allowed for the growth of soy beans, millet, wheat,
and corn. The eastern uplands, that series of low mountain ranges and forests
vhich form a broad corridor between the central Manchurian plain and North
Korea, contained abundant timber and mineral reserves. North of the Manchu-
rian plain, where the high Mongolien plateau commences and disappears far
north into Siberia, the area was even less gettled, with only Mongol nomads
carrying out their daily living of livestock herding. Much of this area con-
tained the finest forest reserves of all China.

At this time Manchuria still consisted of a series of great land holdings
which were controlled by remmants of the Manchu Banner Knights and Chinese
merchants, bureaucrats and military personnel. Some settlement of South Man-
churia had been made over the course of years by Chinese immigrants. After
arriving and acquiring lots of land, they proceeded to burn the grass and

plant buckwheat in the first year, kaoliang the second, and millet the third,
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and continued to follow the same pattern of planting year after year.l What
commercial change took place was conducted by Chinese merchants who took ade
vantage of the possibilities of doing business in an area which was scarcely
settled and needed credit and marketing channels. These intermediaries sup-
plied credit in the form of bills of exchange to the newly settled agricul-
turists and marketed their output by exchanging it for consumer goods, e.g.,
clothing, farm implements, minor luxury items, etc., produced by handicraft
production on the Chinese mainland.2 By these activities, Chinese merchants
demonstrated an ability to accumulate sufficient savings which enabled them
to buy land and lease to temants or frequently invest in a crude household
putting-out system which specialized in cotton textiles and silk reeling. Some
savings even spilled over into the establishment of small enterprises produce-
ing crude articles of ceramics, coal, and iron products.

While the region possessed consliderable surplus productive capacity in
the form of unused land and unproductive cottage and farm household labor, the
narrowness of the internal market barely supported the small, labor-intensive
enterprises engaged in cottage industry. When it was discovered in 1861 that
a foreign market existed fér those engaged 1n processing soy beans into bean
curd and bean oil, a rapid shift of resources from cottage industry into this
agricultural processing industry took place, and numerous farmers engaged in

subsistence farming were encouraged to farm the cash crop, soy bean, thereby

lgg; cit., Amano Motonosuke, p. T.

2For a good general discussion of the accumulation of Chinese merchant capl-
tal and changing production relationships in late 19th century Manchuria,
see Iida Shigeru, "Manshflkoku Shihon Mondai no Tenkai", (Manshflkuoku Keizai
no Kenkyu, ed. Hori Tsuneo), Nihon Hyoronsha, 1942, pp. 223-39%.
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increasing its supply. Rapidly, surplus productive capacity was utilized.
In 1861, the quantity of soy bean curd exported totaled 24,105 tons; by 180k
this amount had increased nearly three-fold to 66,500.l Commerce received a
vigorous assist with the outbreak of the Sino-Japanese war in 1894-1895. The
expension of trade after these years is indicated below. Note Manchuria's

favorable export position.

Table 2

Exports and Imports for Manchuria in the late 19th Century*
(1,000 Haikwan Taels)

Year Tmports Exports
1891 22 460
1892 8l 1,173
1893 8 1,732
1894 7 1,127
1895 350 54
1896 L23 3,10L
1897 282 5,11k
1898 57h4 6,583
1899 1,733 8,092

% For Yingkow only.

Source: Amano Motonosuke, "Manshu Keizai no Hattatsu', Mantetsu
Chose Geppd, August, 1932, pp. 8-9.

Though trade developed and Chinese immligrants continued to settle there,
the hinterland beyond the city-ports was unaffected by these changes. The
principal obstacle hindering development of this expanse so that more inten-
sive settlement, further cultivation, expanding internal markets, and greater
surpluses over and above immediate consumption demand could take place, was

the absence of effective transportation which could link these rich agricultural

1mid., pp. 233-234.



15

1

areas to commercial centers abroad. In the early 1890's an answer was found

to the need of compressing this distance of space. The defeat of China i1n
the Sino-Japanese War of 1894-1895 left China powerless to resist further
encroachments of the western powers. Her need for credit to cover rising
international debt encouraged the negotiation for substantial loans. One
iuch loan was acquired by granting permission to charter the Russo-Chinese
ﬂank which had the backing of French capital. In defining the bank's tasks,
Russian Finance Minister Witte pointed out the bank "might prove an extremely
Yuseful ingtrument in the hands of the Russian government for the latter's

effectuation of measures bearing an intimate relationship to the completion

of construction on the Siberian railway."2 Further skillful Russian maneuvers

finally permitted that country to build railrocads in Manchuria. The culmina-
tion of such diplomacy was the formation of the Chinese Eastern Railway Com-
pany (henceforth to be referred to as the C.E.R.). Surveys commenced in 1897
and actual construction ended when the Russo-Japanese waf bééke out éérly in

1904k, Yet in this short time span the C.E.R. managed to run a reilway line

1an astute observer and consular official, Sir Alexander Hosle reckoned that
as early as 1895 railroads would be the key instrument opening up the central
area of Manchuria which was isolated from the gulf of Chihll in winter due to
the Liao river freezing and the difficulty of overland caravan transport du-
ring the winter months. He was optimistic enough to say "that the introduction
of railways will cause an enormous development of the export trade of the
country and a corresponding increase in imports, and that the British manufac-
turer should be able to take his fair share in this development, provided
equality of treatment in the matter of taxation and railway rates is assured.”
Alexsnder Hosie, Manchuria, Its People, Resources, and Recent History, London,
Methuen & Co., 190L. Pp. 68-69.

2For an accountable history of Russian penetration into Manchuria in the late
19th century, see B.A. Romanov, Russia in Manchuria (1892-1906), translated
by Susan Wilbur Jones; American Council of Learned Societies, 1952, p. 69.
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across North Manchuria and construct a trumk line from Harbin in the north to
the two ports of Yingkow and Dairen on the gulf of Chihli. The estimated out-
lay ran to about 40.5 million U.S. dollars.l

The military operations of the Russian Imperial Army in East Asla re-
quired mobilizing the region in order to obtain sufficient produce to man the
field army and support the reserves. Increased demand for food gave the far-
mers an impetus to expand the margin of cultivation and market their crops,
thus encouraging the development of an extensive cereal and graln trade in
North Manchuria.2 Small towns mushroomed up along the railway line and some
combined to form the large towns of Manchuli, Harbin, and Changehun (later to
be called Hsinkyo under the Japanese); they stored and marketed the agricul-
tural surpluses from adjacent rural areas and local cormmerce provided credit
to farmers. The outlays from railway construction plus those expended during
the war stimulated utilization of excess productive capacity in the region:
namely, land and labor. Expanding agriculture was naturally accompanied by
growth of grain markets and urbanization. Foreign penetration in the form of
railways and a short lived but bloody wer had thus worked together to promote
economic growth. One observer, commenting upon the phenomenal growth of a

city like Harbin, stated,

lC‘E.R. Printing Office, North Manchuria and the Chinese Fastern Railway,

Barbin, China, 192k, p. 57. Translated from the Russian by Japanese re-
searchers of the SMR Company.

gIbid., Chapter VI. This contalns a long, detalled, and somewhat loosely
organized treatment of the evolution of verious forms of grain traffic in
North Manchuria from 1904-1922,
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The Russo-Japanese war, although so disastrous to Russian
influence in Manchuria, nevertheless played a big part in

the development of Harbin. If one takes the official

figures of the war costing Russia 2 1/2 milliards of roubles,
half of which sum passed, it is said, through Harbin, it is
easy to imagine the tremendous effect it had on the place

which only had been brought into existence six years previously.

1l
The Japanese wasted little time after thelr pyrrhic victory over Imperial

Russla in extending thelr influence into the south. A Japanese Imperial char-
ter permitted the creation of a large single business enterprise to manage
her newly won commercial and economic possessions in South Manchuria. Govern-
ment and private capital jointly financed the venture, with the latter being
secured from flotation of company shares on the capltal markets of Osaka and
Tokyo. Officlals within the peak coordinating unit of control were selected
and appointed by the govermment. Shareholding members voted but only for the
appointment of officials of lesser rank. In scope and function, the company
resembled the British Bast Indie Company which had acquired monopoly rights
in Bengal India. For while the main task of the SMR was to operate the rail-
way system the Russians had built (a line running from the Limotung Peninsula

to Changchun; the CER continued to operate 1ts branch line further north until
i March 1935 when the USSR agreed to turn the system over to the Manchukuo state
for 140 million yen), it enjoyed rights to control and operate all major com-
mercial enterprises in the leased zone of Liaotung and along both sides of
the railroad to Changchun; these included coal mining, manufacturing, shipping,
warehousing, communication, education, and sanitation.

Enormous investment outlays were required soon after the company's

establishment. The construction of a trunk line from Mukden to Antung, the

lHarbin, Decennial Reports, 1902-1911, p. 3.
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rebuilding of the port of Dairen, narrowing the gauges in track from the wide
Russian gauge of five feet to the Japanese of four feet eight and one half
inches, and to construct a double line of track called for more rolling
stock, capital equipment, etc. It was difficult to raise the necessary capi-
tal within Japan as financial resources were strained to pay the war debt.
Funds were finally acquired by floating debenture shares on the London secu-
rity market. Over time, as capital requirements dictated, this procedure was
adhered to. Raillway construction requires large initial expenditures, and
the'gestation period is long before the volume of traffic net receipts so
that the enterprise can pay. Yet, in a remarkably short while, the SMR rail-
way proved a resounding success and company earnings mounted rapidly.

Freight receipts were largest for the exportable agricultural produce
hauled and here soy beans vere the critical item. By 1907 reconstruction and
expansion of track ceased and expenditures remained falrly constant until 1919
when a new surge of investment took place for purpcses of repalr, replacement,
and especially new expansion of track. Total receipts from passengers and
freight were roughly 9.7 million yen in 1907-1908, and by 1914-1915 they had
increased to 23.2 million yen.l Company railway profits for the same years
soared from 3.6 million yen to 14.8 million yen. The accounting records show
that the profit per mile had also risen from 5.1 yen to 21.5 yen. Railways,
however, were not the campany's only source of earnings since as a form of
holding company, too, it held shares in Chinese companies in Manchuria and

received interest and rent from claims to landed and property wealth.

lReport on Progress in Manchuria, 1907-1928, Dairen, March 1929, p. 8L.
See StatistIical Appendix for table of volume of traffic and earnings for the
company over these same years.
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Railroads in South Manchuria provided easy access to the fertile central
plain and attracted colonists and'foreign caplital into the area. World War I
brought further political and economic penetration by the Japanese in the
form of the twenty-one demands with the subsequent result of an increase in
Japanese investments and trade operations. The region now began t& take on
the appearance of a series of nodal regions with such centers as Mukden,
Changchun, and Harbin absorbing the countryside's exports by storage and
shipping to Dairen or Vladivostock to be introduced into foreign trade channels
and passing to the countryside finished goods and commercial services in ex-
change.l Warehousing, insurance, credit were available within these nodal
centers and these proved instrumental in the encouragement of small scale manu-
facturing growth which centered upon processing much of the rural area's pro-
duce. The period 1908-1920 saw the emergence of many enterprises such as the
bean oil industry, sugar, tobacco, beer and distilling, paper, candle making
enterprises., These nodal centers provided the link between the region's pri-
mary producing sections and the world market.

Though railroad construction brought rapid economic development to Man-
churia, this could only have been done by foreign capital. 1In an indirect
manner, then, French and British capitsl permitted Russia and Japan actually
to engineer construction. As Russian influence waned and the Japanese probed

deeper into South Manchuria, other foreign powers commenced to invest capital

lyalter Isard defines nodal region as follows: "Thus, in a nodal type of
region there is one dominant focal point, the Regionel Capitol City, and a
hierarchy of cities, the cities of each order in the hierarchy regularly dis-
tributed over space, and meaningfully related to cities in previous and suc-
ceeding orders." Walter Isard, "Current Development in Regional Analysis",
Weltwirtschaftliches Archiv, Vol. 69, Ne. 1, 1952, p. 84,
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also. The Japanese, however, by virtue of their strong toehold in the form
of rallwsy ownership and activity were able to dominate, for as much as
seventy per cent of total capltal there belonged to them. The major share of
foreign capital moved into finance and transportation as was traditional in
colonial forms of lnvestment because the long run rate of profit was more
stable. A breakdown of foreign capital in the mid-twenties for Manchuria is

provided in the following table.

Table 3

Forelgn Investment in Manchuria in 1925
(Value in 1,000 Yen)

Agric. %
Trans- Min. & Total Break-

Country Finance port. For. Commerce Manufac. Other Invest. down
Japan 204,339 53¢,453 258,990 117,753 1h7,h0k 352,027 1,616,966  70%
Russia 15,000 450,000 50,000 75,000 570,000 26

(includes comm. & manufac.)
England 7,000 16,500 -~ 10,870 2,500 2,720 39,590 2
U.S.A. 8,500 --- —— 10,700 2,500 4,700 26,400 1
Sweden & - - - 607 250 150 1,007 1l

Dermark

Source: Yoshio Hosokawa, Shokumin Shi, Gendal Nihon Bummei Shi, TOyo Keilzal
Shimpd Shuppanbu, 1954, p. L13.

Population rapidly increased as more lmmigrants poured into the area
from North China. General growth provided greater cconomic opportunity and
encouraged the influx of labor. With an economically active population the
birth rate probably rose. The following table shows population increase for
tﬁe three eastern provinces. Because of crude ccnsus taking techniques

practiced, actusl population is underestimated.
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Table U4

Population in Manchuria from 1908 to 1930
(three 000's omitted)

Year Three Eastern Provinces Heilungkiang Kirin Mukden
1908 17,156 1,807 4,553 10,796
1913 19,208 2,275 5,305 11,629
1918 21,569 2,862 6,180 12,527
1923 2k,295 3,601 7,198 13,495
1928 28,034 L,965 8,592 1h, b7
1930 29,575 5,231 9,192 15,152

Source: Amano Motonosuke, "Manchii Keizai no Hattatsu", Mantetsu Chose Geppo,
July, 1932, p. 32.

The annual increase of 1.1k per cent probably understates the actual rate of
population increase, but if this 1s compared with increased cultivation, the
outcome of further applications of labor to land could not but contribute to
an ever-expanding surplus. The following table shows the increase in cultiva-

tion for the three eastern provinces.

Table 5

Cultivation in Manchuria from ;908 to 1930)
(Units: 1,000 cho)

Year Three Eastern Provinces Index Heilungkiang Kirin Mukden
1908 8,0u8 100 1,105 2,817 4,126
1913 9,399 117 1,602 3,409 4,368
1918 10,751 134 2,099 4,001 4,651
1923 12,102 150 2,596 4,992 4,91k
1928 13,804 172 3,770 4,786 5,245
1930 13,601 169 3,884 4,987 L,750

* 1 cho = 2.45 acres

Source: Amano Motonosuke, "Manchil Keizal no Hattatsu", Mantetsu Chdsa Gepp3,
July, 1932, p. 37.
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In roughly twenty years, the ares under cultivation increased about seventy
per cent, as did population. Larger increuses in cultivation were evident in
Heilungkiang. Between 1923 and 1930, population grew nearly as wuch as it
did between 1908 and 1923. Spectacular migrations of Chinese farmers during
the 1920's contributed to a rapid settlement of untilled tracts in the north.l
The increase of populatipn meant more farm households and as more land
was placed under cultivatioﬁ farm output of grain crops increased. A more
effective link-up of resources enabled productive capacity to expand, and as
East Asla was repidly integrated into the international market regional ex-
ports climbed. Rising exports did not bring about a decline in domestic out-
put since resources in the subsistence sector did not have to be diverted to
the export sector. The mere application of more labor to more land enabled
the subsistence sector to expand and sustain a growing population. More farm-
ers produced cash crops such as soy beans and kaoliang, and it was estimated
that during these years roughly 80 to 83 per cent of the soy bean output and
40 to U2 per cent of the kaoliang output were marketed.2 The other cereals
such as corn and millet made up the subs:stence crops, and only 35 to 36 per
cent and 20 to 22 per cent of thelr respective output found its way to market.

The importance of the soy bean in the economic development of Manchuria

lrhese mass migrations of Chinese farmers from North China to Manchuria during
the 1920's were possibly the greatest movements of people in Kast Asia in the
twentieth century. It attracted the concern and attention of numerous scho-
lars and officials and gave rise to serious social and public health problems.
The flow of people was characterized by movement north from Dairen, either on
foot or by rail, depending upon the monetary fortunes of the people, to the
cities of Mukden and Harbin. Here they gathered and sought employment. Most

vent into farming and were assisted by relief organizetions and the Chinese
government.

20p. cit., Amano Motonosuke, p. kb,
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needs some mention. At one time in the first decade of the twentieth cen-
tury, it constituted about eighty per cent of total export value. In later
years it rarely dropped below sixty per cent.l Mention has already been made
that the opening of Yingkow brought about a vigorous trade of beans and thils
set in motion a trend that continued until the 1930's. The industry that
evolved around the bean trade was one of processing whereby the derivative

" products of bean oil and cake were obtained and exported. The ready foreign
markets for the staple and the region's comparative advantage in bean produc-
tion gave her a favorable balance of trade over the years. When lmport and
export values are matched on an annum basis, only for years 1907-1908, 1912-
1913, and 1918-1919 vhen adjustment, civil war, and revolution prevailed were
there deficit balances of trade.2 In 1907 the value of imports was 30.7 mil-
lion Haikwan Taels and by 1927 import value ran at 268.9 million Taels. Ex-
ports on the other hand for the same period were 22.0 million Taels in 1907,
and by 1927 they came to 408.0 million Taels. This is a staggering increage
in value of trade for only twenty years.3

lgee statistical appendix for table on quantity and value of export of soy
beans and derivatives for years 1900-1930.

2see statistical appendix for teble on value of Manchurian imports and exports
for 1907-1927.

3Manchuria's favorable balance of trade over two decades plus the foreign capi-
tal inflows that occurred prompts the question of what were the balancing iltems
for the region's balance of payments. The following were some of the more impor-
tant outflows that brought about balance of payments eguilibrium, but unfors-
tunately these cannot be quantifled. One of these was remittances that ilmmigrants
in Manchuria sent to families and friends in North China. One might also include
here mercantile capital flowing through different channels back to China proper.
Another item was declared dividend earnings from profits of the SMR as well as
profit earnings from other foreign capital investments end enterprises. Finally
there were outflows of specie (primarily silver) to exchange markets in Central
China for speculation. This does not exhaust the list, but specifies the more
important balancing items.
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Because of the growing dependency of the region on its export base, pro=-
duction became sensitive to changes in world prices and periodlcally there
were sharp fluctuations in the price level because of business c¢ycle movements
in the more advanced countries which purchased these staples. The periodic
fluctuation in exports (see Table 3 in Appendix) indicate this price sensi-
tivity.. The importance of this export base has already been seen in the ex-
tremely high per cent of bean, etc., exports of total exports. It seldom fell
below sixty per cent. Total exports are given in Table 9, which confirms what
has already been said about the lmportance of the soy bean; it also points to
- the fact that primary products, with few processed items, make up the total
volume of exports. Cereals, with millet the largest single element in their
total volume, and after the First World War, coal, are the second and third

ranking exports. The expansion of coal output reflected the extension of

Table b

Manchurian Exports of Selected Commodities
(In Millions of Haikwan Taels)

Comnodity 1903 1908 1913 1918 1923 1927 1928
1. Beans, bean cake, & oll 5.6 26.9 8L.8 77.8 151.3 222.1 2Lh.7
2. Cereals® - 0.8 11.2 8.1 30.7 53.3 51.5
3. Coal -- 0.1 6.6 5.3 17.5 34.9 34k.5
. Silk, cocoons, vaste & 1. 6.3 6.0 9.7 19.7°12.6 11.2
Yarn
5. Timber, hardwood & softwocd -~ 0.6 1.2 2.2 13.3 6.2 5.1
6. Seeds, including melon, 0.2 0.9 1.9 1.1 k.9 h.1 7.2
sessme, cotton, & castor
7. Iron, plg or unmanufac, .- -- - 3.8 2.9 6.0 Z.h
8. Skins, fur & hides 0.2 0.7 2.3 14 1.9 3.9 .1
9. Ground nuts, unshelled & - .- 0.2 0.1 o.k 3.0 3.2
kernels )
10. Cigarettes ~- 0.1 0.1 0.7 2.8 2.4 2.4
11. Bran - .1 0.1 0.2 1.8 2.1 2.7
1l2. Flour - 1.3 1.4 3.2 1.5 0.8 1.8
13. Wool (camel & sheep) -- 0.1 0.2 0.k 0.k 1.2 0.9
14. Meats, fresh & frozen -- - 0.7 1.1 0.9 0.2 0.1

8Includes kaoliang (sorghum), millet, maize, rice, and wheat.
bAn exceptional year in raw, wild silk production.
Source: The International Trade of Manchuria, Herbert Fels, p. 2k2,
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mining operations of the S.M.R. at the Fushun and Yentai collieries.

What of the principal markets for Manchurian exports? A close examina-
tion of exports for selected years (1923, 1927, 1928) reveals that despite
the growing demand in the United States and Europe for soy beans, Manchuria's
big customers were still in East Asla, namely Japan, Korea, and China.l From
this, we can say that regional growth was closely allied to expansion of the
East Asian international economy. The bean trade is no exception to this
rule. Coal, silk, timber, and iron were absorbed within the East Asia market
relative to the U.S. or European markets.

The lucrative staple trade in beans assisted the growth of other forms
of industry dependent upon extraction. While the export sector grew on the
baels of large capital accumulations there and the comparative advantage in
factor coubination (abundant land and cheap farm lasbor), the region came to
depend greatly upon forelgn trade to obtain investment and consumer goods
that would have been more costly to produce for 1tself. The most important
import at first was that of cotton goods. In the first decade of this cen-
tury, they constituted roughly one half of total imports; in the years Just
before the First World War, they had dropped to one third, and throughout the
1920's they were around one quarter. This did not signify a fall in the quan-
tity of imports (actually the number increased), but stemmed from a rise in
the total volume of imports. Table 7 lists principal imports in value terms.

The 1920's marked a period of feverish construction and expansion of the
transport system. Imports during that period show a shift in composition

awvay from cotton goods to bullding materials, fuels, metals, and some

lFor an inspection of partial geographical distribution of Manchurian exports
by country see table in Statistical Appendix.
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Table 7

Composition and Value of Principal Imports
(In Millions of Haikwan Taels)
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unavailable minerals. A large quantity of bags was imported for packing ex-
portable items of beans and cereals. The volume of imports of railroad mate-
rials other than locomotives and tenders was fairly erratic. According to

C. Walter Young, most rolling stock was purchased from the U.S. by the SMR,
and he estimates that between 1925 and 1930 alone purchases totaled about
flve million d.ollars.l

What countries supplied Manchuria with products? Again, it 18 worthy of
note that the suppliers are again in East Asia, primerily China and Japan.2
The 1920's do find that Great Britain, Germany, and the U.S. made inroads
into the reglon's markets with increased sales of vehicles, iron and steel
products, and machinery. The economy is willing and able to absorb these
capital goods imports. As yet, domestic demand and ability to enter into
fabrication of manufactured goods was still non-existent.

Manchuria in 1931 differed in two important respects from the densely
populated underdeveloped economies that prevail in the world today. It
possessed an extensive and fairly integrated transportation system. 1In 1915
there were 3500 kilometers of track, and by 1931 this had increased to 5572
kilometers. This system enabled the region to integrate its markets, and
though only a rudimentary banking system existed and there were frequent cre-
dit difficulties because of a complex money supply from indiscriminate print-

ing of paper money by varilous provinces, the credit system centering around

1c. Walter Young, "Supplementary Note on Manchurian Railways and the Trade in
Raiivay Materials", Internatiomal Conciliation, 1931, p. 267.

2See statistical appendix for table on partial geographlical distribution of
country according to source of imports into Manchuria. Selected years are
again 1923, 1927, and 1928.
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the soy bean industry was sound and developed. Furthermore, despite popula-
tion increase and the influx of immigrants, the region enjoyed a low labor-
land ratio.l In fact, as wlll be shown in a later chapter, there was con-
siderable opportunity to expand cultivation for the amount of tillable arable
land was great. These two favorable factors were distinct advantages that
contributed to output increases in the past and could assure even greater oute
put increases in the future. What is more remarkable, gaine in the past had
been achieved without a perceptible rise in productivity from the introduc-
tion of innovations, new techniques, and the improvement of skills. When
viewed in this respect, the economic development that took place in this
region since 1900 when rallroads first made their appearance had been very
substantial. The growth of the export trade and related industries secured
greater income for the region which was spent lergely for imports of consumer
goods and semi-fabricated commodities the reglon did not produce for itself.
The question lmmedlately arises: why, with capitel accumilation taking place,
did not some form of industrial fabrication take place?

The agricultural processing industries were organized with small sums of
capltal, the bulk of which consisted primarily of working capital. Since
they were predominately labor absorbing firms and operated with a very low
shut-down point similar to conditions found in freely competitive markets

where ideally no one 1s able to influence price and a homogeneous commodity

linformation for this can be shown for still a later date. As of October
1940, the density of population stood at 33 persons/sq. kilometer (the total
population for Manchuria now after territorial revisions stood at 43,233,954
and the land area was 1,305,143 sq. kilometers). This is indeed low when com-
pared with Japan's 190 persons/sq. kilometer (1930), Germany's 135 (1939),
Great Britain's 195 (1938), and the United States's 17 (1938). See
Manchukuo Yearbook, 1942, BHsinking, Manchuria, 1942, p. 118.
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is sold, short run gains in trade were frequently wiped out when international
demand slackened or a poor harvest from producers brought about a rise in
pripe. Continusl uncertainty and small scale operations prevented sufficient
safeguard of lnvestment. The indigenous commercial and capital owning classes
too had little desire to embark upon high risk ventures that would necessitate
any large scale capital outlay, and they were quite content to realize only
windfall profits desplte the frequent failures that might occur in that sec-
tor.l Perhaps this type of business activity appealed more to the speculative
acumen of the Chinese merchant, and he felt quite content to accumulate capi-
tal only here and not plunge into a long term investment project.

Certainly windfal: profits were realized in the flour, tobacco, silk
reeling, spinning, end bean oil and bean cake industries, and here Chinese
mercantile capital moved. The actual construction costs of these industries
vwere low since little fuel, iron, steel, construction material, or machines
vere used.' Materials for initial construction were imported more cheaply than
could be domestically produced. The presses in the bean oil industry were old
and operated primarily by water power.2 Only later, 1n the more modern Japa-~
nege controlled mills, were mechanical presses introduced. This made for
little internal demsnd for basic industriel products. Thus, the appearance
of a sector of industry bound to processing agricultural crops did not make

for a derived demand sufficient to stimulate other branches of industry to

1p study of Chinese mercantile behavior is a complex and difficult one. The
chief outlets for indigenous capital were wholesale activity, money lending,
- and purchase of land for leasing purposes. In these forms of businecs, in-
vestument decisions were determined chiefly by immediate profits likely to
accrue. Other investments where long term risk and uncertainty clouded the

dﬁcision vere rebuked. See Hori Tsuneo, Manshilkoku Keizai no KenkyQ, pp. 228-
2 2'

25MR Company, Daizu no Kako, 1924, pp. 331-33k4.
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evolve. What gains in the little heavy industry avallable were registered by
the Japanese in their SMR company sponsored plants. But production lagged,
and in 1931 pig iron output stood only at 342,000 toms. Virtually no steel
was produced. Favorable world prices did encourage an increase in coal ex-
traction and at the open pits in Fushun in 1908 491,000 tons were mined as
compared to the 7,042,000 tons mined in 1930,l but such expansion was due
more to the ease with which supply could be increased, since little capital
had to be invested in actual mine construction itself.

The undefined and indeterminate political status of the reglon after
1907 did not help maoke for a climate in which business would respond to the
development taking place and introduce a qualitatlvely new course of develop~
ment. Yet the colonlal status of Manchuria, whereby the rallroad system,
mines, real estate, etc., were owned by foreign capital, had certalnly ac-
counted for the dramatic surge in domestic output, populetion expansion, and
a flourishing export trade that engendered specialization apd gave rising
incomes to those pariicipating, from the merchant in the forward exchange mar-
ket to the agriculturalist. But on the other hand, one wonders whether it
would ever have been possible for Manchuria to exploit its mineral reserves
more effectively by development of fabrication of heavy industry given this
type of enviromment. Some motivating force would have had to be responsible
to make the decision, mobilize the necessary funds, and secure protection from
forelgn competition to get production underway. Clearly, with no demand and
no activeting force avalleble, a new course of industriaslization other than

what had occurred was impossible.

lgg; cit., Amano Motonosuke, p. 53.
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Industrialization of Manchurias of the sort suggested above had been long
talked about by Japanese political theorists and some held it as the ready
solution to Japan's own problems of a slender resource base, pressing popula-
tion numbers, and weakness of the homwe market. Only some active agents were
required to unleash the process. 1In 1931, Chine, weakened by political insta-
bility and unsble to launch a vigorous, successful industrial program at home
(a program of real action, that is, and not one confined to the planning
boards), could only concentrate its meager reasources in the Northeast to con-
struct a few railroad lines to compete with those of the Japanese. Russia
had never demonstrated any desire to locate heavy industry in North Manchuria
(only to extend her political influence), and was too engrossed in her five
year plans. Only with the rise of an important brench of the Japanese mili-
tary, the young Kwantung officer clique, did plans crystallize to utilize the
vast untapped resources. This would mean extending absolute Japanese politi-
cal and military control over the area, however. When this fi;ally comnenced
in September of 1931, programs and control measures to establish a heavy in-
dustrial base and transform the economy from an agrarian content to an indus-

trial status began to materialize.



CHAPTER III
ECONOMIC PLANNING AND ORGANIZATION

By avolding the evll effects of an uncontrolled, capitalist economy,
introducing the necessary national control and utilizing the fruits
of capital for Manchukuo's economic construction, we will try to plan
for the healthy and vigorous development of all branches of the
national economy.

Before examining what the Japanese accomplished in Manchuria along the
lines of establishing a heavy industrial base, we should try to obtain a
bird's eye view of their plans for economic development and the organiza-
tional complex of control measures concelved to realize these plans.b The
course of economic development during these years can then be studied in the
context of matching actual performance obtained in the different branches of
econamic comstruction with the projected plans the plammers sought to achieve.
It is of interest, after all, to have some knowledge of the organizational
framework which executed these plans because after sn evaluation of such a
structure a comparison can be made with those organizational structures in
countries seeking to industrialize rapldly today. With a better understand-
ing of the relatlionship between economlic development and the man-made struc-
tures to initiate and sustain 1t, our understanding of economic growth pro-
cesses will be enhanced.

It 1s not easy to discuss planning and organization in Manchuria for the

years 1932-1945 because of the upshot of a number of dramatlc historic events

lKeizal Chosa Kai, Manshu Keizai Tdsel Hosaku, 1935. (Top Secret). Quoted
from "Baslc Policy ¥Or Ecofiomic Comstruction., pp. 3-4. There are a large
number of studies in this country compiled by the South Manchurian Railway
Company 's economic investigating bureau (Keizai Chdsa Kai). Due to military
exigencies, these studies were marked top secret (Gokuhi) and were unavail-
able to western scholars prior to World War II.
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and their subsequent impact on the thinking of planners. To trace the sequence
of planning and organizational changes that occurred, therefore, requires some
periodization. For this purpose I have divided the period into three stages:
(1) 1932-1936, the establishment of basic conditions for industrialization;

(2) 1947-1941, the first five year plan; (3) 1941-1945, the economy mobilized
for total war.

1932 - 1936

As is now well known, the young officer group (of field grade rating) of
the Kwantung Army in Manchuria engineered the Mukden incident which paved the
way for the raplid annexation of the region in 1931.l This group of officers,
fearful of the concerted effort made by the Chinese Nationalist Party (Kuomine
tang) to integrate Manchuria into the rest of China,2 and fired with ultra-
nationalistic schemes from the works of such writers as Kita Ikki and Okawa
Shumei,3 were eager to resolve the so-called 'Manchurian question' by force.
The army rapidly consolideted its easy victories in Manchuria by establishing
a puppet regime apd promptly took steps to overhaul the deteriorating and
depression ridden economy. At home, they resorted to mssassination and poli-

tical maneuvering to dislodge theilr opponents, and sought through propagands

lFor one of the best post-war accounts of the mechanics of intrigue by offi-
cers of the Kwantung Army, see Yale Condee Maxon, Control of Japanese Foreign

Policy; A Study of Civil-Military Rivalry, 1930-1945, Berkeley: Unlversity of
California Press, 1957.

2Hugh Borton, Japan's Modern Century, New York: Ronald Press Co., 1955, p. 325.

3The ideology of writers Kita Ikki and Okawe Shumei has been dealt with in an
unpublished doctoral dissertation; Royal Jules Wald, The Young Officer Movement

in Japan, Ca. 1925-1937: Ideology and Actions, Berkeley, ornia, 1949,
pp. 1-268.
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to mobilize public cpinion to their side. It is +to their efforts in the
sphere c¢f economic planning and the introduction of the new machinery of eco-
nomic organization, however, that we now want to turn.

First public notification of an economic program came on March 1, 1933
when the new povernment of Manchoukuo published a four point program and
general outline for economic construction. These four cardinal pdints were
general and vague and appear to be designed princ pally to enlist both indi-
genous support and respect from abroad for the new state. On the other hand,
they made one thing abundantly clear: the government was to play a large
role in the economic lif'e of the new state. In effect, the program summarized
vas as follows.l One, the use and exploitation of natural resources was to
be for development of industries sc that all members of society would enjoy
the benefits. Second, national control was to be exerted over important eco-
nomic activities to develop natural resources. Third, foreign capiltal, tech-
nological skill, and experience were invited to unlock these resources and
encouragé industrielization. Finally, greeter cooperation between Manchoukuo
and Japan was to be the order of the day.

More specifically, the outline contained an account of the future role of
the state towards individual enterprises. Enterprises handling resources and
producing products important for national defense were to be brought under
state supervision, and in some instances management; what remained, non-

strategic for defense, was left to private enterprise.2 In this progrem the

lA translation of these major points may be found in the Department of Foreign

Affeirs, General Survey of Conditions in Manchoukuo (Revised Edition, Hsinking,
Manchoukuo, 1935), p. 26.

20p. cit., Manshl Keizai TGsel Hdsaku, p. 5.
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Kwantung army stressed communications, transport, urban constrﬁction, and
only then agriculture, industry, and finance. This hierarchy of priorities
vas dictated by military considerations, e.g., a bulwark of defense

for Japan in the eventuality of Russian aggression and the eliminat:on of
hostile elements within the region. Also, new and better integrated railway
lines, improved harbor facilities, and construction of new roads and bridges
could be Justified later on grounds of preparing the ground for future indus-
trialization.

The reason for urban construction was never explicitly made clear, but
from the amount of funds devoted to thls program and the feverish activity
that took place to mobilize labor and materials for work in the cities, the
Japanese must have thought it vitally important. The city slated for most
construction was the new capital of Hsinkyo. Large highways were to be built
connecting the capital with other parts of the country and the city streets
enlarged, new sewage systems dug, and parks, office buildings, etc. projected
for immediate construction. The new regime appeared to be trying to wmke the
capital‘é shov piece in East Asia and an exhibition of what Japanese engineer-
ing skill and design could achieve in a backward country. Mukden, Harbin,
Kirin, Chinchow, and even far north Tsitsihar received a similar redressing.

In agriculture, the state's aim was to achieve gelf-sufficiency in food
and raw produce production,l and simultaneously to expand exports. Special
crops such as cotton, wheat, tobacco, sugar, hemp, etc. were to be empha -
sized by fixing output and acreage targets. Cotton cultivation was to cover

an area of 750,000 acres from which 26,400,000 pounds of cotton could be

lmpi4., p. 7.
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produced. Wheat cultivation was to be increased to 5,750,000 acres, an area
capable of producing 100 million bushels. These targets had no specific time
period of completion. They served rather as broad objectives with which to
direct and mobilize rursl resources. Meanwhile, improvement and increases

were to come in the liv2stock industry, forest resources were to be surveyed,
and irrigation projects commenced. For the village proper, hopes were expressed
that its structure might be sltered to make way for rapid output increases,

but as will be demonstrated later this never came about. Instead, the main
lever for ralsing output levels was to be extensive farming practices end
colonization schemes; but more of this later.

Mining end menufacturing received brief treatment in this first state-
ment of economic planning. Basic prdducts such as electricity, coal, steel,
soda, sulphur, liquification of coal shale, petroleum, etc., were to be put
under the control of special companles to be regulated by law and closely
supervised by the state. The government could veto any decisions of the com-
panies if 1t considered them contrary to law or to the state's int,erest.l
Company personnel such as the board cheirman, board of directors, or managers
could be removed by the govermment if it thought their actions contrary to
lav, repulations, govermment orders, or detrimental to the state's interest.
These special companies were stock companies and naturally decisions adopted
at stockholders' meetings were important for firm decision making. To con-
trol such decision making, the govermment invested in these special companies
ag & stockholder and geined the controlling mejority vote.

In the field of finance, reform was conducted by an overhaul of the

lop. cit., TPCCHIS, Vol. 1-b, p. 16 .
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existing banking system and the establishment of a central banking system,
with control over the money supply to reside with a central bank (to be called
the Chtlo Gink3). Additional instruments for credit creation to promote indus-
trial and agricultural development were to come in the form of an industrial
bank and loan agencies to assist agricultural development. This naturally
necessitated substituting a new money supply for the old complex system of
coins and notes circulating and previously used for business transactions.
Foreign trade was not omitted either. The tariff system was to be revised,
duties adjusted to accelerate the flow of commodities and raw materials be-
tween Manchuris and Japan. The state introduced foreign exchange control
whereby it could allocate and use thic fund as it wished.

The economic program pointed to some new changes. First, the rate of
investment was to be substantially increased, and this took place in expand-
ing transport and communication facilities and urban construction. Some of
this spllled over into the mining and manufacturing sectors too, since these
served as important suppllers of the raw materials needed. Furthermore, the
state moved to control strategic mineral resources and branches of fabricat-
ing industry through an appendage of Joint stock companies. Many of the
ultra-nationalist political and economic theorilsts had long advocated state
control of basic industries.l While little but crude generalities were evoked
and no precision In the relationship of the state to an industry was expressed,
these writers did dream of large corporations under state control managing e

single industry. This was one of the few tanglble cormerstones in their

lFor example, one may refer to the many essays by Hashimoto Kingoro, Owkawa
Shumei, Matsuoka Yoshisuke to acquire the glst of their state reorganization
plans.
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theories of socjialization of industries, and the Kwantung Army seized this
notion and used it as a basic concept in their organizational schemes. Be-
tween 1933 and 1936 the army worked to fashion Manchoukuo industry on this
basis.

For example, on October 19, 1934 the Kantogun Tokumubu (Kwantung Army
Special Affairs Board) proposed that the special mining company, the Manshu
Kogyd Kaihatsu Kabushiki Kaisha or Manchu Mining Development Joinl Stock
Company be established to explolt and develop the entire mining industry of
Manchuria.l This company was to have under its jurisdiction all mines (coal,
iron, lead, nickel, antimony, aluminum, etc.) relating to defense needs.
Therefore it received complete rights to extraction of ell ores, received
benefits of tex exemptions in purchase of mine lots in Manchuria and those
formerly owned by the SMR, and obtained financial assistance to get onto its
feet. The company was capitalized at five million yen and its stock shares
were issued at a par value of fifty yen. By the third year of operation,
profits from operations were five per cent (rati of profit to original paid
up capital); dividends paid out were four per cent of original investment,
and this return was fixed and guaranteed for investors by the state. A cen-
tral committee was set up within the company to handle matters of investiment,
finance, and general operation; it served meanwhile to coordinate all acti-
vities in mining in the economy.

Mining was not the only industry brought under a single corporation. By

July 19, 1932, plans were under way to establish an integrated electrical

leizai Chosa Kai, Manshlli Kogyo Kaihatsu Kabushiki Kaisha Setsuritsu HOsaku,
1936, pp. 12-14.
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1
Industrisl complex combining the cities of Mukden, Hsinkyo, and Harbin.

General Hashimoto Toranosuke decrced that the Manchurian and Japanese elec-
trical industry be brought under a unified command. Production and distri-
bution of electrical energy had to be centrally managed under the Electrical
Industry Superintendght Bureau (Dengyo Kanri Kyoku). Investment, supervi-
sion, and management decisions were made by this agency, and it set utility
rates as well. This bureau, however, was subordinate to the president of the
committee handling industry and mining, which in turn was under the direct
supervision of the Kwantung Army General Staf?f.

Further centralization took place when General Koiso Kuniaki of the gene-
ral staff zunounced on June 13, 1934 that the Manchurian Electrical Joint
Stock Company (Manshfi Denki Kabushiki Kaisha) be formed to operate all elec-
trical enterprises, increase the supply and distribution of cheap electrical
power, and control the purchase and lease of electrical equipment.2 This
meant a transfer of ownership of Japanese owned enterprises in Manchuria
such as the SMR, the Yinkow Waterworks & Electrical Company, and the North
Manchurian Electrical Company to this single special company. Water works,
telephones, and communication were brought under its aegis as well. The up-
shot of this organizational change was to alter the asset structure and ex-
tend a single, unified control over all forms of power utilities. The com-
pany now had investments outstanding of sixty million yen.

In the field of commodity fabrication, General Koilso Kuniaki issued a

memorandum on February 2, 1933 calling for the creation of the Japanese

lkeizai Chdsa Kai, Manshu Denki Jigyo oyobi Gasu Jigyd HOsaku, 1935, pp.
5-15.

2Ib1d.' » pp. 6-7.
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Automobile Company (Nichi-Men Jidosha Kaisha).l In brief, this company's
purpose was to produce automobiles and necessary vehicles for national de-
fense. To do this, 1t was to maintain strict links with similar enterprises
in Japan. The company's function was to coordinate activities of construction,
purchase of parts, design, and final assembly. For this, 1t enjoyed special
advantages accorded to state sponscred companies such as free acquisition of
special tools and parts from the Kwantung Army and taox exemptions.

Total investment outlay of the company was ©.2 million yen, with the SMR
putting up roughly one third and the Manchoukuo government and automobile
interests in Japan dividing the remainder between them.2 The company served
as an assembly agent and was supposed to mansge all vehicle repairs. An ave-
rage output of 800 vehicles a year and repair of 2,000 vehicles was planned.
Main offlces and plants were located at Mukden with repair works in Shinkyo,
Harbin, and Tsitsihar. Capital expenditures for varicus phases of vehicle
production and repalr were mapped out for the future,

Though the concept of 'one industry, one company' was introduced very
early into basic industry, in the cement industry (a2 highly competitive one)
it developed more slowly. On September 27, 1932, the Kwantung Army General
Staff announced plans for the increase in output of cement from a yearly
output of 300,000 tons to 00,000 tons.3 This required expansion of capacity
and new production schedules. Principal cement producers up to that time had

been those of the Onoda works in Kwantung and SMR affiliates. Because of the

lkeizai Chdse Kai, Manshii Jidosha Kogyd Hosaku, 1935, pp. 3-12.

zIbid», ppc 6""(0

3Keizai Chdsa Kai, Manshii Cemento Kbgyd Hosaku, 1935, p. 5.
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infant nature of the industry firms were not combined by linking their asset
and organizational structures. More efficient division of labor between the
cement plants was scught by having the Anshan machine tool works supply firms
in Mukden with new equipment for cement production. New plants were built by
Japanese firms, and the army hoped to meke the region self-sufficient in
cexent production. It was not until 1938 that reorganization came and then in
the form of the Manchuria Federated Cement Company (Manshii Kyodo Cemento
Kaisha), where production quotas were set for member firms and prices admin-
istered.l

Sooner or later, all forms of heavy industry were brought under single
government sponsored and ocompany control. The chief means of dolng this as
noted above was by linking asset and management control. While general tasks
were assigned to the special companies, they were given considerable latitude
to organize production in this early period. Prices were not administered,
and the market still provided the means to allocate labor and goods in accord-
ance with a firm's willingness and ability to command resources. The army
planners hoped with these semi-official enterprises to combine the most favor-
able aspects of capitalist enterprise, such as efficiency, standardization,
and flexiollity with those of a planned economy: the rapid realization of
specific tasks and targets, elimination of waste, and full utilization of
capacity.2

Above the layer of enterprises at the peak of command stood the Kwantung

Army Special Affeirs Board. This body was directly subordinated to the

IManchuria Daily News, Special Companies in Manchoukuo, 1940, pp. 22-23.

20p. cit., Manshii Keizai T&sei HOsaku, pp. 23-25.
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Commander in Chief of the Kwantung Army General Staff and the staff itself

1
(Kantogun Sambo Shireikan). Assisting the Cormender in Chief was the Komon,

a special advisor. Beneath them was the Somuko, a board which addressed
itself to operations and supervision of the joint stock companies. This board
could not effectively manage all sectors of the economy so four committees
were created: 1) credit, finance and commerce; 2) transport and cormunica-
tions; 3) agriculture and forestry; Ut) mining and manufacturing. These four

groups were assisted by the Rengo Iin Kai, a special research body which

tackled special problems and studied general economic conditlons. Below func=-
tioned the state agencies and joint stock companies. Policy and control
emanated downward. Few effective devices to counterbalance or question deci-
siong flowing from the top chain of command could be asserted. Supposedly,
the apparatus was to function as a single well-oiled mechanism to initiate

the construction and expansion plans of the Kwantung Army General Staff.

The emergence of the state as reflected by changes and actions intro-
duced by the Japanese army in theory was to stimulate and encourage growth on
a broad front. Government subsidies and tax exemptions were important wea-
pons used to protect and give domestic industry firm footing. But growth
could not take place in a vacuum. Close ties with capital in Japan were es-
sential. It was with this objective in mind that General Koiso Kuniaki
envisaged Manchurian and Japanese economic relations. He urged the abolish-
ment of high tariff barriers between the two regions, price control to assure
low prices for key inputs both regions heavily depended upon such as coal,

iron ore (Manchuria's exports to Japan) and electrical and manufactured

lKojima Seiichi, Nichiman T&sei Kelizai, vol. 8 of series titled Nihon T8sei
Keizal Zenshu, Kaizo Shappan, 1933, p. 100.




43

equipment (Japan's exports to Manchuria), and above all, fixing cheap trans-
portation rates.l Capital should be mobilized from within Japan to allow for
new Joint stock companies in Manchurla to increase their investments. Japa-
nese firms engaged in producing products competing with Manchurian industry
vere urged to invest their capital in these same firms in order to graft clo-
ser cooperation between the two industries.

For the period 1932-1936, the four point program launched in 1933 was
only partially enacted. To be sure, greater national control now extended
over the econcmy and ties between Manchuria and Japan were closer than ever
before. But no foreign capital had found its way into the area (with the ex-
ception of a very smsll amount of Germsn investment) and the type of indus-
trialization envisaged by army planners hardly had the interests of the pop-
ulaece in mind, since a type of social product was being produced to be used
for military consumption. National defense measures dictated the economic
program. It is not the purpose of this study to account for the importance
of national defense to the Japanese military and how it related to their ex-
pansionist dreams. For our purposes 1t 1is only essentlal to state the moti-

vation behind economic planning and then Jjudge it on this basis alone.

1op. cit., Manshi Keizai Tosei HOsaku, pp. 24-26.
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1937 - 1941

As one Japanese economist put it, "the four years {rom 1932-1936 were
years for laying the foundestions for enforcing a planned economy and did not
bring about what constitutes real economic development and economic construc-
tion."l By the latter, the author meant a detailed plan and its enactment
for purposes of economic development. By 1936, with successes behind them
in their efforts to eliminate elements hostile to the new regime,2 construc-
tion of over 9,000 kilometers of new railroad track, 10,312 kilometers of new
roads, and 8,463 kilometers of additional bridges,3 and the creation of nume-
rous semi-officisl enterprises to manage mining and industry, the Japanese
army planners felt the time ripe to extend economic control further and embark
on smbitious economic planning to hasten the growth of heavy industry. Evi-
dence of preparation for a more uniform and systematic economic plan had been
in the offing since 1935 when the Japanese and Manchoukuo government announced
the creation of the Japanese Manchurien Economic Coordinating Committee; then
in 1935 the Kwantung Army general staff issued a statement of how supervisory
control would be introduced to manage the special Jjoint stock companies.h
Finally on August 10, 1936 the Manchoukuo government proposed means. for coor-

dinating and developing heavy industry. The second period of economic con-

struction was now to be launched.

1prujivara Yutaka, Manshitkoku TGsei Keizai Ron, Nihon Hyoron Shappan, 19k2,
pp. 128-129,

2Manﬁhoukuo Year Book Co., The Manchoukuo Year Book, 1942, Hsinking, 1942,
p. 340.

3Ivid., p. ST1.
hbop. cit., Fujivara Yutaka, p. 129.
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Though the plan was put into effect early in 1937 an outline of it did
not appear until December of 1937, and this circulated only for official use.l
It contained a wealth of statistics relating to the general expansion of all
branches of industry. In 1938, however, this plan was discarded, a new one
devised, and most targets for output and production capacity scaled upwards.
The details of this first plan need not detain us here but some general char-
acteristics of it deserve comment. For the first time in the economic history
of East Asia, a specific blueprint was drafted for an economy listing what es-
sential commodities would be produced and their amounts.

Taking industry as an example, for the period of five years from 1937 to
1941, annual targets for output and capacity were established for the most
important branches of industry: steel, irom, coel, various fuels, light me-
tals, chemicals, electrical power. Included in the targets to be achleved
were the necessary amounts of funds estimated to expand productivity. No
details were offered as to how these financiasl estimates were calculated, i.e.,
the prices and years used, but it ought to be assumed that some price controls
were envisaged so that costs would not rise too rapidly and absorb available
funds. Probably these fipancial targets were considered broad objectives to
be aimed at rather than to be actually realized. Next, the more important
enterprises in heavy industry were assigned annual quotas so that when these
were summed up, they matched the annual target in the plan. For a few impor-
tant industrial commodities such &8 steel, gasoline, petroleum, salt, a crude
input and output method was used to assure the realization of targets, and it

closely resembled the system of balances in Soviet planning and the Leontiev

input-output scheme.

lchosabu, Manshu Gokenen Keikaku Gaiyo, Dec. 1937. Top Secret. Pp. 1-85k.
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This input-output planning can be seen in more detail for steel produc-
tion for the five year plan, l937-l9hl.l It was stipulated that the goal for
steel was a production of 8,900,000 tons of rolled steel materials. Of this
amount 450,000 tons were to be produced by electric furnace, and the remaining
8,450,000 tons by ordinary means. This required an amount of 1,250,000 tons
of steel ingots produced by electric furnace to be available for production
of the 450,000 tons of rolled steel by electric furnace. In turn 10,190,000
tons of steel plating and ingots produced by other means provided the supply
for production of the 8,450,000 tons of steel. The pig iron required to pro-
duce the latter amounts of steel totaled 9,080,000 tons, of which 1,000,000
vere to be supplied by Manchuria and the rest, 8,080,000 tons, to be supplied
by Japan. But for Manchuria to supply Japan a million tons of pig iron, she
in turn needed 15,292,000 tons of iron ore from her mines as well as those in
North China and Korea. Furthermore, to transform this iron ore to plg iron,
16,5t4,000 tons of coal had to be produced. To achieve this, quotas were
allotted to all mines producing coking coal and bituminous coal so that the
flow scheme could be fulfilled.

Despite careful study and calculations and the great effort expended to
survey and estimate available resources, the plan was quickly rejected in 1938.
Secretary General Naoki Hoshino of the commission for industry summarized the

reasons for this in the Economic Weekly (Keizai Shﬁha).2

lIbid.’ p. 315.

2Mantetsu Chosa Kai, Manshu TOsei Keizai Shiryo, 1938, pp. 2-3.
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As everyone knows, the five year plan for industrial development is
the main task of the second phase of economic construction in Men-
chukuo and was launched last year with great hopes and expectations.
We are now in the second year of this Plan. The achlevements of the
first year of the Plan have been summarized by Vice Director Kanki.
Yet while we have made a leap forward, changing conditions require
careful study of this Plan again.

Nev international developments such as the outbresk of the Sino
Japanese war draw Japan, Manchukuo, and China closer together; this
has created an expanding economic bloc on the basis of the unifica-
tion of Japan and Manchukuo. It takes into account North China as
well. These conditions make it necessary to take action quickly and
the tasks that should be discharged to Manchukuo (a country with
great potential) are greater than ever.

The creation of the Manchurian Heavy Industry Development Co.
in October of last year (1937), as everyone knows, was to lay the
foundations so as to integrate enterprises within the sector of
heavy industry. With this achievement, this company created the
conditions in which the five year plan, in scope and speed of reali-
zation of goals, could be expanded and accelerated.

In addition, advances in the field of inquiry and study cf the
various sectors of the plan after its inception and the elarifica-
tion of relationships between supply and demind for resources, now
make it possible to press forward for a revision of this plan.

The government studled the {irst year achievements under the
Plan on this type of reasoning and in conjunction with deteriorating
international conditions, a better understanding of the real condi-
tions within Japan and Manchukuo, and the need to correct certain
defects in the first plan, it found it necessary to re-examine the
plan. It now becomes necessary to revise completely the targets for
mining and manufacturing for the remainder of the years encompassed
by the Plan.

Both internal and external reasons forced the sudden and drastic revi-
sion of the 1937 Olan. The outbreak of the Sino-Japanese war and the subse-
quent extension of Japanese military activities into North China required a
much larger supply of military goods than ever before and this meant that
productive capacity within Japan and Manchoukuo would have to expend to meet
this rising demand. This was certainly the prime reason for scrapping the
old plan. On the other hand, the authorities, after some study of first year
results, felt that many targets could be increased. An elevation of enter-
prise and mine quotas would naturally place pressure on resources, and addi-

tional control had to be introduced to secure the proper allocation of these
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resources commensurate with more urgent needs. 1In the pages to follow, dis-
cussion and data presented will focus on the revised plan. This can best be
done by first considering the actual targets projected for manufacturing,
mining, agriculture, labor, cepital and foreign trade. Following this, we
will sketch out the organizationsl machinery instelled to make the plan suc-
cessful and the methods the Japanese administrators used to harness the price
system for their purposes. |

The plan for manufacturing and mining called for large increases in out-
put of iron ore, ferrous and non-ferrous products, coal, other fuels, and
chemicals. Coal and iron ore output were to be doubled, since they comprised
the basic ingredients for plg iron and steel production. Note that pig iron
production outstrips rolled steel production. The rationale for this was
simply good economic sense. Manchoukuo possessed few facilities for actual
steel production and therefore should concentrate largely upon pig iron which
she could in turn supply to Japan for finished steel products. Japan's com-
parative advantage in producing steel would be utilized to the fullest and
her dependence upon inputs of pilg iron imported from Manchoukuo increased.
Trade between the two economies became all the more vital. This division of
labor conserved Japanese capital as well, for now it would not have to be ex-
panded to ralse steel producing capacity in Menchuria but could be used for
other, more urgent, uses. In the chemical industry fertilizers received top
priority and this was in line with the autarchical policies of the military
to make Japan, Korea, and Manchuria self-sufficient in food production. Most
of the new products would in some way be utilized for war purposes.

An lmportant component of any plan to develop heavy industry is the

machine tool industry. In this plan, mention of it is conspicuously lacking.
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Industry stands to feed further Iindustrial expansion providing a machine tool
industry exists to supply maintenance, replacement, and new parts by which
plant capacity and eduipment can be increased. The USSR recognized this early
in its planning and gave it special priority in both the first and second
plens. Apparently, the Japanese again were thinking in terms of regional eco-
nomlc integration and foresaw the possibility of acquiring machines and tools
from Japan. This made it possible for Manchoukuo tc husband its short supply
of capital and allocate it only to high priority use such as exploitation of
mining and chemical resources.

The low targets set in the infant chemical industry indicate that plants
were only in the process of being built; the objective was to build optimum
slze plante to yileld sufficient output for use in the Yen bloc so that Japan
could achieve self-gufficiency in certain filelds of industrial chemicals.

Too, the building of a chemical industry absorbs enormous amounts of capiteal
and the gestation period is long. Technical requirements of skilled labor and
engineering skill are in great demand. Finally, the scale and diversity of
types of plants envisaged in the plan greatly strained capital resources.

This industriel camplex could not survive without powver. The revised
plan saw to it that all expanded sectors would have ample power. The old
plan's target was nearly doubled. New dams being built along the Yalu and
Sungari were to generate the new electrical power, end this represented a
shift away from dependence upon steam powered generators as a source of power.
An enormous power project with a 2,600 million KW capacity was to be built on
the Sungari river.l Generators were to be supplied by the U.S., Germany, and
Japan. Another was to be finished on the Yalu in early 1942. The following

table shows the original and revised plan for mining and manufacturing with

1op. cit., Manchoukuo Year Book, 1942, p. 547.
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Table 8

Targets for Principal Minerals and Febricated Commodities for
the Original and Revised Five Year Plan (1937-1941)

1937 1938 1939 1940 1941
A. TIron & Steel
™ TT,000 tons)
l. Pig Iron
&. Old Plan Target 850 1,150 1,150 2,400 2,530
b. Revised Plan .- -- -- .- 4,500
c. Planned Prod. Cap. 850 1,850 2,130 2,000 4,850
2. Rolled Steel
a. Loo 400 400 1,500 1,500
b. - -- -- -- 1,400
c. Lol Lol 697 1,120 1,770
3. Steel Ingots
a. 580 580 580 2,000 2,000
b. -- - -- -- 3,160
c. 580 580 705 1,080 3,390
4. Iron Ore (high grade)
a. 709 -- - —-- 1,590
b. - - -- -- 2,990
c. 640 ).,060 1,500 2,330 2,520
5. Iron Ore (low grade)
a. 1,768 -- - -- 6,150
b. - - - - 13,000
c. 2,147 2,297 3,747 9,150 13,090
B. Fuel?
I, Coal
a. 0ld Plan Target 15,320 17,780 20,920 2,010 27,160
b. Revised Plan -- - .- -- 31,410
c. Planned Prod. Cap. 1h,55h4 17,185 21,450 26,410 31,610
2. Liquified Coal Prod.
a. Gasoline
a. 19,500 k1. 43,500 199,500 Lus,000 615,000
b. - - -- - 1,670,000
c. - 11,640 79,300 231,000 617,000
b. Petroleum
a. 8,000 tons 8,000 8,000 40,000 100,000
b. - - - -- 250,000
C. - -

8Does not include liquified coal products produced at Fushun.



Coal Shale Products
a. gasoline

a. 014 Plan Target
b. Revised Plan

c. Plapned Prod. Cap.

g; Petroleum
a.
b.

C.

c. Alcohol
a.
b.
c.
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Table 8 (Continued)

1937 1938 1939 1940 194l
2k,000 k1. 24,000 2,000 70,000 176,000

- - -- - 70,000
15,000 15,000 23,800 23,800 86,800

66,000 tons 180,000 180,000 225,000 331,000

Light Metals (Tons) (Ore)

Aluminum Qre
2, 014 Plan Target
b. Revised Plan

c. Planned Prod. Cap.

Magnesium
a.
b.
c.

Lead
a.
b.
C.

Zinc
a.
b.
Ce

Copper
8.

b.
C.

Chemical Products

Sulphur
a. 0ld Plan Target
b. Revised Plan

- -- - -- 500,000
75,000 75,000 170,400 170,000 231,900
-- tons - -- -- 56,690
process of 4,000 4,000 12,000 20,000
construction -- - - 30,000

5,000 10,000 10,000 30,000

- 500 500 500 200
- - .- 1,000 3,000
-- -- -- -- 3,000

2,200 4,400 4,hk00 12,400 12,400
-- - - -- 29,000

1,859 2,993 15,305 31,311 50,592

1,900 1,900 3,800 3,800 6,600
- - -- .- 50,000

2,575 2,575 15,989 32,615 50,525
- - I 300

21 930 2,849 4,398 6,163
-- tons - - -- -
-- -- -- - 453,000

c. Planned Prod. Cap. 181,457 270,670 308,162 382,420 403,970
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Table 8 (Continued)

1937 1938 1939 1940 1941

2. Soda Ash

a. Qld Plan Target 36 tons 72 T2 T2 T2
b. Revised Plan - -- -—- .- 12
¢. Planned Prod. Cap. 36 T2 T2 T2 T2
3. Asbestos

a. 150 tons 450 T50 5,000 5,000
b. -~ -- -- -- 5,000
c. - 750 2,000 3,500 5,000
L. Caustic Soda

a. - - - -- -
b. - -- ~- -—- .
c. -- tons -- 9,455 12,055 12,055
5. Pulp

a. 70 (1,000) 70 70 120 120
b. -- -- -- -- 400
c. 32 77 103 103 103
6. 8Salt )

a. -- tons 378,160 536,598 755,633 973,588
b. - -~ -- -- 910,520
c. 334,549 391,180 509,190 679,400 910,560
7. Animal Products

a. 0ld Plan Target -- (1,000 - -- 50 50
b. Revised Plan -~ Tons ) -- -~ 50 50
¢. Planned Prod. Cap. -~ -~ - -- -
E. Manufacturing
1. Machine Tools

a. 0ld Plan Target -~ pieces - -- - -
b. Revised Plan .- -- - - 5,000
¢+ Planned Prod. Cap. - 313 308 308 308
2. Automobiles

a. ~- units - -—- -- k
b. - -- - - 50
c. - - - 20 30
3. Airplanes

a. -- units .- - - 340
b. - - - - 500
c. -- -- -- 500 5,000
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Vehicles

“ (of all types)

F.
l.

a. 0ld Plan Target
b. Revised Plan
c. Planned Prod. Cap.

Electricity
Generated by

heat

a. 0ld Plan Target
b. Revised Plan

c. Planned Prod. Cep.

Generated by water
a.
b.
C.

Total Power
a.
b.
C.

03

Table 8 (Continued)

1937

536,900 KW

502,120

1938 1939

692,800 701,800

603,%50 898,010 1,394,210

lQhO 1941

- 20,154
- 20,15h
-~ not determined

787,600 814,600
-- 1,330,550

195,000KW 590,000
-- 1,2k0,000

982,600 1,40k,600
-- 2,570,550
2,318,110

Electricity transmitted and transformed to different voltage has been omitted.

8+The old plan was devised in February of 1937.

This plan was revised in May

of 1938. The revised plan indicates the new targets while planned established
productive capacity (decided upon in September of 1938) end the old plan indi-
cate the level of productive capacity that the planners hope to establish in

that given year.

Source:

Mantetsu ChGsabu, Manshll T3sei Keizal Shiry3, 1938, pp. 71-81.
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targets and capaclty indicated.

"While it was possible to expand mining and manufacturing by adding more
labor power and capital outlays, similar efforts in agriculture might not
necessarily net as favorable resulis because of the special nature of produc-
tion and the complex set of conditions within agriculture."l Yet agriculture
could not lag behind industry, for additionsl supplies of raw materials were
required by industry and food for a larger labor force. In the revised plan,
outputs of many crops were increased, but one must point out that results in
the first year indicated that old targets were unrealistic and would have to
be trimmed. Thus wheat, barley, oats, alfalfa, cotton, and flax outputs were
lowered slightly. But those products in which the 1937 performance had been
favorable such as tobacco, kaoliang, millet, soy beans, and corn were all
scaled upwards. Much of the increase was to be attributed primarily to an
extension of cultivation, and soy beans and wheat were singled out for very
large increases, with the latter to be achieved by a special cultivation pro-
gram deslgnated for North Manchuria in which mechanized equipment would be
used on & large scale. The following table indicates the targets for this

sector for output and cultivation.

lop. cit., ManshB Tdsei Keizai Shiry3, p. 6.
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Table 9

Targets for Agriculture under the 0ld and Revised Plan and
Goals for the Expansion of Cultivation (1937-1941)

A. Output
Crops (Tons)
1. Rice
a. 0ld Plan
b. Revised
2. Wheat
a.
b.
3. Barley
a.
b.
L. Oats
8.
b.
5. Alfalfs
a.
b.
6. Cotton
a.
b.
7. Tobacco
a.
b.
8. KXaoliang
a.
b.
9. Millet
a.
b.
10. Soy Bean
a.
b.
1l. Corn
a.
b.
12. Sugar Beet
Qe
b.
13. Flax
a.
b.

1937

338,020
478,748

1,110,000
1,077,475

192,000
161,640

41,000
36,500

10,000
1,908

17,302
19,649

2,970
3,192

I+, 300,000
L, 263,000

3,198,000
3,520,000

4,130,000
Iy, 225,000

2,130,000
2,127,000

144,000
135,503

28,80l
20,284

1938

367,210
1,199,400

1,295,000
1,199,400

199,000
166,5uL

48,000
148,960

34,000
5,291

21,79h
22,075

3,775
5,676

4,385,000
4,383,000

3,261,250
3,500,000

4,200,000
4,500,000

2,080,000
2,235,000

168,000
194,400

48,80l
37,45

1939

405,850
526,77k

1,517,000
1,357,500

210,000
174,900

58, 000
53,840

68,000
7,000

28,299
28,558

5,306
9,900

L,455,316
4,396,000

3,337,700
3,650,000

4,300,000
4,650,000

2,130,000
2,300,000

208,000
247,000

76,804
56,000

1940

457,090
584,370

1,763,000
1,576,100

234,000
183,400

70,520
61,420

110,000
8,000

35,719
39,759

7,128
13,200

4,537,966
4,566,000

3,498,868
3,770,000

I,510,000
i, 800,000

2,150,000
2,400,000

252,000
280,000

1L1,680
8k, 000

1941

517,780
664,835

2,024,000
1,787,000

262,000
189,600

89,000
56,640

152,000
18,000

45,554
Lk, 705

9,900
17,160

L, 600, T60
4,706,000

3,590,090
3,920,000

lt, 720,000
5,000,000

2,200,000
2,620,000

300,000
300,000

192,300
125,100

Certain crops such as buckwheat, peanuts, hemp, and silk have been omitted.
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Table 9 (Continued)

B. Cultivation 1937 Cultivated Area Planned
“ a - 1937 by 194l Increase
1. Export Crops

a. Soy Beans 3,697,000 4,087,000 380,000
2. General Food Crops

a. Kaoliang 3,275,000 3,410,000 135,000

b. Millet 3,054,000 3,270,000 216,000

c. Corn 1,422,000 1,640,000 218,000
3. High Grade Food Crops

a. Rice 320,004 435,000 114,996

b. Wheat 1,218,000 1,559,000 341,000
L. Crops for Military

a. Oats 53,200 82,300 29,100

b. Alfelfa 1,691 18,000 16,309

c¢. Barley 156,604 181,800 25,196

d. Flax 14,486 86,300 Th, 814
5. ©Special Crops

a. Cotton 101,124 183,160 82,036

b. Tobacco 2,389 13,000 10,611

c. Sugar Beet 12,660 20,000 7,340

8prea is in hectares. For . standardization of weights and measures see

Mantetsu Keizal Ch8sakai, Manshiikoku Doryoko Tdseil Hdsaku, 1935. (Top
Secret) p. 104.

Source: Mantetsu ChCsabu, Manshii Tosei Keizai Shiryd, 1935. (Top Secret).
Source for output projections, pp. 27-28.
Source for cultivation goals, pp. 29-30.
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To assure that planned increases in industrial and agricultural output
were forthcoming, planners worked out tentative projections of necessary
inputs of labor and capital. Fairly detailed outlines were constructed so
that each enterprise within an industry understood the amounts of labor and
capital to receive so as to fulfill targets. The problem of securing suffi-
cient labor inputs was a thorny one. First of all, the labor force is not
homogeneous but consists of segmented groups of labor possessed of assorted
gkills with varying degrees of mobility. To overcome this difficulty the
Japanese worked out rough categories of labor according to skill and exper-
ience. On this basis they surveyed the available known labor force and then
estimated what demand conditions were likely to be over the five year plan.
Projected increases of labor for each catepory were stipulated from this
supply and demand approach.

The second difficulty related to whipping into shape an educational sys~
tem to train skilled workers from the indigenous population. All such edu-
cational facilities had to be examined to see what lmprovements could be made
to increase the supply of techniclans. At the same time, similar resources
in Japan had to be evaluated 1n order to calculate the number of Japanese
workers that would be required to meke up for deficlencies in Manchoukuo.
Thus, careful study of the labor force in both economies had to be conducted.
From the following table it will be seen that the demand for additional labor
increases grestly toward the last few years of the plan. The new capacity
created now had to be operated and manned. The largest share of top flight
technicisns and engineers had to be recruited from Japan, elthough efforts
vere made to boost this number from the domestic market. Japanese economic
policy of course dictated that absolute control remain in their hands. The

training of Manchurian labor for high level tasks stemmed from the severe
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10

Table 10

Projections of Required Labor for the Five Year Plan

(Note: Under each industrial classification, the alphabetically listed

categories refer to the following levels of skill:

A. Upper Grade Technicians
Lovwer Grade Technicilans

B.
C. Skilled Workers
D.

Unskilled Workers.

)

c

1937° ., 1938 1939 1940 1941
Japan Man. Japan Man. Japan Man. Japan Men. Japan Man.
1. Iron &
Steel Ind.
AE 303 - 463 18 1,351 4s 1,826 28 2,151 211
B.2  65h4 T 933 62 2,739 207 L,195 487 5,560 907
c. 2,88 2,022 3,427 2,723 k4,311 3,84k 5,253 5,541 5,072 8,916
D. 1,585 11,482 2,967 14,902 5,470 24,077 9,098 35,535 11,404 56,073
2. Coal Industry
A. &70 10 910 50 1,220 143 1,403 237 1,4k 335
B. 1,202 108 1,831 178 2,408 356 2,836 520 2,91k 593
C. - 765 - 1,596 - 1,245 - 2,654 - 3,0L0
D. - 4,337 - 9,046 - 13,726 - 15,041 - 17,252
3. Fuel Industry
A. 55 - 58 2 151 2 203 2 313 2
B. 3L - L1k - 789 - 1,290 - 2,045 -
c. 288 146 351 146 541 146 825 146 1,205 146
D. 45 67 85 128 340 343 778 583 1,586 1,295
L. Light Metal
(Alum. & Mag.)
A. 83 - 131 - 157 28 al2 25 335 5k
B. 125 - 196 12 296 30 Lov 65 574 152
C. - - - - 30 15 90 15 210 55
D. - - 4o 10 243 160 597 180 1,080 420
5. Non-Ferrous Metals
(Zinc, Lead, etc.)
A. - 105 8 206 35 287 6l 350 8l
B. 132 9 181 17 473 223 81k 471 1,070 650
c. 53 10 83 30 148 60 238 160 303 230
D. 26k 125 375 287 621 695 1,020 1,325 1,252 1,669
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Table 10 (Continued)

1937° 1938 1939 1540 1941
Japan Man. Japan Man. Japan Man. Japan Man. Japan Men.
6. Chemical Industry
(Salt, Soda, Fertilizers)
A. 55 - 62 - T8 3 85 8 g2 8
B. 24 - 142 - 184 6 221 11 251 13
cC. 35 25 95 165 205 37k 285 555 365 135
D. 10 1,196 120 1,606 250 2,136 370 2,616 490 3,096
T. Pulp Industry
A. 2 - 7 - 12 - 17 2 22 3
B. 5 - 3 - 5l 7 96 1 138 2L
c. - - L - 36 10 68 25 100 Lo
D. - - - - 8l 196 84 196 8l 196
8. Machine Tools
& Military Goods
A. 83 - 132 - 197 - 256 - 207 -
B. 222 - 310 - 508 - 676 - 829 -
c. 643 391 851 861 957 1,3%4% 1,022 1,637 1,065 1,703
D. 1,054 18,168 2,310 20,482 2,710 2,206 2,850 2,305 2,894 23,620
9. Automotive &
Airplane Industry
A, 51 - 78 3 181 9 270 12 328 13
B. 61 3 111 13 282 29 350 32 388 33
c. 303 17 561 553 3,607 2,153 5,031 2,607 5,207 2,937
D. 40 80 340 680 T7,k71 3,954 11,437 5,213 11,511 5,564
10. Electrical
Industry
A. 191 30 206 31 229 33 252 35 275 37
B. 913 100 1,042 115 1,196 165 1,365 215 1,522 265
c. 765 726 876 776 1,020 958 1,183 1,147 1,329 1,303
D. 803 - 913 - - 1,013 - 1,133 - 1,253
1l. All Others
A. 23 - 23 - 168 - 192 - 208 -
B. 35 - 35 - ahs5 - 255 - 275 -
c. - - - - - - - - - -
D. - - - - - - - - - -
a. No clear distinction was made between upper and lower grade technicians.

The first group were probably mansgers and engineers; the second, roforemen,
accountants, specislists, repalrmen, etc.
b. Workers listed for 1937 were already Iin existence and employed.
c. Manchurians are the indigenous population. Of these, Chinese would natur-
ally camprise the greatest number.

Source: Mantetsu Chdsabu, Manshfl Tdsei Keizail Shiry8, 1935. (Top Secret),pp.133-6.
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shortage of similar trained material within Japan. Already in Japan the
educationel system producing this type of manpower was strained to the limits
so that technical schools and colleges within Manchoukuo had to account for
filling the gap. In 1937, few Manchurians were fortunate to attend college
at all. Yet by 1941 all institutions were called upon to increase the nume
ber of graduates.

The financial plans for financing were as elaborate as those Ffor labor.
Funds for important enterprises in each industrial branch were estimated and
the means to see that these funds flowed to the proper places when they were
needed were to be determined. The original aggregate outlay for mining and
manufacturing totaled 1.5 billion yen while the 1938 revised plan called for
an Increase of 2.3 billion yen to bring the planned figure to 3.880 billion
yen. When this is compared to the revised total plan of capital funds needed
of 4.962 billion yen, we can see that mining and manufacturing alone absorbed
roughly 78 per cent of required capital. Of this 4.962 billion yen, 2.1kl
(43 per cent) was to be raised in Manchoukuo, 1.468 (30 per cent) to be
acquired from Japan, and 1.352 (27 per cent) to be raised from other countries%

To match the heavy capital requirements, existing liquid capital had to
be absorbed and new funds created. In the main capital waes mobilized from
three prime sources: (1) Increasing Manchoukuo's internal debt by bond flo-

tations which were readily taken over by the Central Bank; the bank in turn

1pata on capital funds requirements were acquired from Document No. 2542 of
the prosecution's records for the military tribunal trials in Tokyo after the
Pacific war ended. These records are avellable for imspection in the World War
I branch of the National Archives, Washington, D.C. This document (exhibit

No. 446 of the trial itself) presented the five year program of Manchoukuo in
three parts. It was assembled by former Manchoukuo govermment extra secretary
Suitsu Risuke and given to the prosecution July 31, 1946, Supposedly, the
original records of the plan were destroyed by bombings.
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created deposits for the govermment to draw upon and these purchases were
thereby made by creation of new note lssue; (2) Increasing taxes and revising
the tariff system to skim off excess purchasing power by filrms and consumers;
(3) The floating of debt instruments in Japan to absorb private savings and
idle business capital. The importance of these sources varied over the
period of Japanese activity in Manchoukuo and will be exemined in greater
detail in the chapter on flnancing.

Fulfillment of the plan could nct be complete without meking some provi-
gion for the foreign trade sector. Planners envisaged that Manchoukuo might be
able to eliminate much of Jupan's raw material shortages and satisfy most of
her industriael requirements. It would only be necessary to map out the quan-
tity of raw meterlals exported to Japan to give her this self-sufficiency.
These exports then became the raw materisl export targets Manchoukuo was to
fulfill. The following table lists the commodities and their quantlties
which were to be shipped to Japan over the course of the plan.

Table El

Rewv Material Exports to Japan for Selected Industrial Commodities
over the course of the Revised Five Year Plan (1938-1941)

Commod ity Export Targets
l. Plg iron 1,500,000 metric tons
2. Steel plates 1,125,000 metric tons
3. Coal 6,000,000 metric tons
4. Volatile oils 1,453 hectoliters
5. Heavy olls 710,000 metric tons
6. Lead 20,000 metric tons
7. Salt 450,000 metric tons
8. Soda 25,000 metric tons
9. Paper Pulp 300,000 metric tons

Source: Northeast Notural Resources Control Comnittee, TPCCHIS, October,
191"7, VOl. l-b' Po ,4}4.



Between 1933 and 1936, the army successfully brought industry and trans-
port under its control by legislating large companies to control different
branches of industry. A skeleton-like planning-coordinating system had been
partially created via the General Affaeirs Board and the various commissions
to regulate and integrate large company tasks and activities. -But for the
bold, large scale, and ambitious planning conceived by the army in 1937 and
1938 new machinery had to be created and a system of market controls appro-
priately worked out. By 1938 a planning commission had been created, and it
was subordinate to the state premier and the army.

The planning commission delegated responsibility of study and control
over the economy to four commissions. On August 3, 1938, the forelgm exchange
commission was set up to regulate trade flows by control over exchange rates.
On the 25th of that same month the commodity and price control commission was
established. This was the most important and certainly the largest of the
functioning four since it in turn supervised five attached sub-committees
which were responsible, respectively, for (1) heavy and light metals; (2)
fibers, food, and vegetable oils; (3) coal, fuel, and petroleum; (4) communi-
cations and transport; and (5) comstruction. The commodity and price control
. agency had the difficult task of managing the flow of resources and finished
goods within the framework of the large companies so that capacity and output
build-up could be smooth. Price control, as we will see shortly, was the
chief instrument it possessed to do this.

On September 10, 1938, the labor commigsion was set up, and its job was
to assure that the labor supply, technical innovations, and new experiments
would be of the properly required flow. It saw to it that wage rates were

regulated, and this was to be done on a regicnal basis in line with regional
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cost-price structures. The last commission made its appearance on September
22, 1938 and was to regulate matters of finance and trade. In foreign trade,
the commission's job was to adjust tariff schedules in order to expand Man-

choukuo's exports and curtail non-essential imports and establish tariff pro-
tection for infant industries. It of course left matters of foreign exchange
alone. In finance, it was to provide an adequate supply of money to promote
expansion and growth, suggest proper budget policies to obtain surpluses for
capital expenditures, and use its powers of persuasion to get Japanese hold-
ers of cash balances to exchange them for Manchoukuo bonds and stocks s0 as

to effect a transfer of capital to Manchoukuo and disburse it to different

enterprises.

The five year plan had planned for the expansion of productive capa-
city to achieve self-~sufficlency and this had been dictated by mili-
tary consideraticns. The actual purpose of the plan was the massive
exploitation of resources, but in 1937 this had still not taken
place. The attempts of the Japanese govermment to put this 'paper
plan' into effect, stupified tEe financial world of Japan by its
tremendous demand for capital.

The old zaibatsu cliques in Japan were reticent in going along with army
demands for investment funds since they had to be content with state regu-
lated profits, and often the ventures themselves were in doubt as to their

soundness and profitability. For new capital, the army turned instead to the

Shinko Zaibatsu ('nouveau riche' financial cliques) in Japan which had gained
considerable financial power and prestige from their ties with the military.
Among these, the Nissan works (Nippon Sangyo Co.) of Yoshisuke Aikawa inves-
ted seventy per cent of 1ts capital in military armament production, while

Mitsui and Mitsubishi had only nineteen and twenty-seven per cent respectively

lMantetsu Chosabuhen, ygpshﬁ Keizai Nempd, 1938, Kaizo Shappan, 1939, p. 90.
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of their capital invested in military activities.1

But new capital funds for the plan were not the only reason for a great
organizational change-over in Manchoukuo mining and heavy industry. The army
felt that the Joint stock companies had to be better integrated if they were
to be financed successfully, and this horizontal and vertical integration
would lead to reduced costs and rationalization within both sectors. Thus,
in December of 1937 the Manchuria Heavy Industry Co. (Mangyo), a great hold-
ing company, was organized to combine the asset and managerial structure of
Manchoukuo enterprises in industry andlmining with the nuclel of this company
being the Nissan works of Japan. Mangyo was capitalized at 450 million yen,
one half of which was supplied by the Japanese Nissan interests and the re-
mainder by the Manchoukuo government, which in turn gave Mangyo most of the
heavy industrial enterprises as well as subsidiaries previously belonging to
the SMR. The company's organizational outline contended that "for purposes
of speedy establishment and combined development of heavy industry under the
guldance of the government and to develop maximum capacity in technology and
management in order to gein maximum benefits", 2 Mangyo was to be the main
device in which the Japanese army would develop Manchurian industry.

From 1933-1936, when special companies were imposed on the economy, nho
control over production and exchange via the price system operated. Govern-
ment supervised enterprise to be sure, but no real interference came in how
the enterprise was to obtain capltal, materials, labor, etc. and the type of
investment criteria selected. But the plan of 1937 did require the govern-

ment to consider the need for direct resource control and allocation.

l1vid., p. 88.

20p. cit., TPCCHTS, Vol. b-1, p. 27.
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ObJectives had to be realized quickly under the plan. The great demands on
limited available inputs of capital and skilled labor required careful use
and allocation of these factors of production. After the Sino-Japanese war
comnenced, control rapidly intensified.

The iron and steel industry was affected first. The costs for all iron
and steel producis produced in the Northeast were fixed and prices set for
government purchaaes.l Next, an import quota for steel products from Japan
and other countries was set. Then the total tonnage of the two sources (steel
tonnage produced in the Northeast and tonnage imported) was divided into the
total cost; steel was then sold at the average price figure derived in this
manner. This price became known as the "government price'. In this way iron
and steel prices were firmly fixed. 1In general this fixed price remalned
about equivalent to half the market price. The organization that handled all
purchases and distributions of heavy industrial products was the Japanese-
Manchurian Shoji (Commerce) Company. The difference in receipts derived from
this company's purchases of iron and steel at the '"government price" and sales
at market price went into a fund which was used to promote foreign trade. The
fixing of iron and steel prices became a model for price fixing of other in-
dustrial commodities as well, and the Japanese Manchurian Shoji Company served
as the coordinating agency for the state to price and ration these products
accordingly.

Price control in industry was concommitant with the inception of the ma-
terials mobilization plan in 1938. The general purpose of this plsn was to
assure strict control over the sllocation of resources vital to heavy indus-

try and the distribution of Industrial ﬁroducts. In regard to consumer goods

11bid., TPCCHTS, Vol. b-1, p. 25.
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which vwere being reduced in supply, rationing of such goods was to take place.
For each industry, then, unified govermment control agencies were created to
handle the purchasing of the finished product and distribute it according to
the needs of the state. The following table lists the companles that con-

trolled the pricing of industrial and mineral products and distributed them.l

Table 12

Manchoukuo Agencies to Control Prices and Distribution
for Different Branches of Industry

Branch of Industry Control Agency
1. Iron and Steel, Coal, Drugs, 1. The Japan Manchoukuo Shoji (Commerce)
Medicine, Nonferrous metals, Company (A special company)
Portland cement, and electrodes
2. 0ils, salt, matches 2. Government Sales Monopoly
3. Cellulose Products 3. Manchu Cellulose Company
(special company)
4. Electrical Power 4., Manchu Electric Industry Company
(special company)
5. Rubber Products 5. Manchu Rubber Control Office
6. Paper Products ’ 6. Manchu Paper Industry Control Office
T. Dally necessities T. Manchu Essential Cormodities Company
(excluding food) (special company)
8. Automcbiles 8. Manchu Automobile Company (special
company )

9. Gunpowder and explosives

‘0

Manchu Powder and Explosives Company
(special company)

10. Electricel wires (excluding 10. Manchu Electric Wire Company
imports)

11. Paints 11. Manchu Paint Control Office

12. Railroad cars and wooden slegesl2., S.M.R. Company
Source: TPCCHTS, Vol. l-b, p. 35.

lSee appendix for dlagram of function of agricultural purchasing companies.
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These monopoly granted companies made thelr appearance in 1938. Esch
company was responsible for particular commodities and served to purchase and
allocate important raw materials to the fabricating centers and in turn pur-
chased the finished product at set prices, provided storage facilities, and
then dispensed with the goods when the state so directed. Prices at the
wholesale level were fixed so that enterprise profit margins were assured.

At the retail level, prices were determined according to some base price that
a government committee of personnel from various distributive agencies de-
creed for principal cities, provinces, banners, and hsien.

In October 1939 the planning commission published a general outline of
the main objectives of general price control, its importance for the economy,
methods of absorbing savings, idle capital, money hoards, wages and rent con-
trol, and the necessity of informing the general populace of these controls
in order to enlist their support for this program.l The four principal goals
of price control were: (1) To maintain Manchuriun commodity prices as low as
possible; (2) To adjust price levels between Manchuria and Japan so as to ef-
fect a smooth flow of goods between the two regions; (3) To keep domestic
export prices in line with prices in foreign markets; (4) To establish control
over supply and demand conditions for commodities undergoing a rapid turnover.

The different control companies and enterprises were the main prilce con-
trol functionaries. Proper price gtructures between urban and rural commodi-
ties, domestic prices and foreign prices, and export and import prices had to
be determined by the large distribution companies. Enterprises had to see to

it that they did not maintain more liquid balances than they needed for

lJikaku Iin Kai, Jikyoku Bukke Seisaku Dalk&, October 1939, pp. 1-65,
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setting up production schedules. It often happened that these government
agencies fixed prices of final output from suppliers at prices so low that
they did not fully cover production costs. To remedy this, a "balanced fund
system” was created where subsidies were taken from this fund to reimburse
losses suffered by industries which footed losses (cosl was usually in this
category). The sources of the balanced fund were obtained from high price
mark-ups on consumer goods,l and a surtax on goods exported to North China,
Central China, Charhar, and Suiyusn. The "balanced fund" constituted a pool
of capital from which industries needing subsidies could draw upon and thus
assist the different agencies in thelr policy of keeping industrial prices
deliberately low.

Administered pricing end a system of storing, allocating, and distributing
inputs and outputs were the two techniques to maintain supply and demand equi-
1ibrium in a situation where demand now became unlimited. Price ceiling had
to be set so that those goods in short supply would not be bid awey only to
those who happened to possess sufficlent liquid funds for them but to those
enterprises that vitally needed these goods for the war effort. The first
year of the plan was comwpleted when price control and commodity mobilization
were just taking effect. "In spite of difficulties of inadequate coordination
in transport, shortages of skilled labor, scarcity of capital, progress was

accomplished for about eighty to ninety per cent of the targeis set for

1This mark-up of price resembles the Soviet turnover tax. The purpose of this
tax was to keep actual market prices of goods in line with other prices so
that no severe distortions of planned prices occurred. The USSR system has
already been extensively studied by R. W. Davies, The Development of the
Soviet Budgetary System, Cembridge University Press, 1958. Another good study
is that of F. D. Holzman, Soviet Taxstion, Harverd University Press, 1955.
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1
this year were achieved.'  But when the revised plan came to light, such an
imbalance was created between general supply and demand conditions in factor
and goods markets that direct regulation of both markets had to take place

if the plan was to be successfully completed.

1941 - 1945

In 1941, a second plan was drafted to carry the economy to a nevw and
higher stage of development.2 It differed in two important respects from the
earlier plen. In the first place, the early plun focused Just on conditions
within Manchoukuo (mobilization of Manchoukuo's resources and diverting them
to heavy industrial purposes ), but the second plan took into account the en-
tire Jepenese dominated East Asian bloc of Japan, North Chine, Manchoukuo,
and Korea, and now the emphasis was to mske Manchoukuo self-sufficient within
the bloc. Second, in the first plen meesures for the mobilization of resour-
ces came ome and a half years after the plan had been introduced. Thus
machines and parts which had been ordered from Germany and the U.S. to assure
the fourth and fifth years of the plan had never arrived, so that great diffi-
culty had developed. Resource and capital supplies had been carefully sur-
veyed along with the drawing up of the plan so that targets were not only
more realistic but much of the element of risk had been eliminated. These
were both lessons learned by bitter experience.

The plan draft was completed in November of 19L1; but with the attack on

1 Mantetsu Chosabu, Manshi Tosei Keizal Shiryo, 1935, p. 143.

2Actual data for this plan will be presented in chapters on industry and
agriculture.,
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Pearl Harbor, December 7, completion of the draft had to be speeded up. Evi-
dence of this came in a conference in Hsinkyo on December 22, 1941 when vice
Minister of Finance Tadayuki Furumil explained the govermment's program at a
conference of high govermment officials, representatives of the Kwantung Army,
and leading executives of special and semi-special companies. At this ses-
sion it was urged that all efforts be devoted to an accelerated push to ex-
ploit the resources of Manchuria and North China and coordinste construction
and trade within the bloc of China, Korea, Manchurias, and Japan. An eleven
point program vwas endorsed to bring about regional integration for such an
effort. The more important points stressed were that industrial commoditles
Manchurla had acquired previously from Japan as inputs to expand her own pro=-
ductive capacity and increase the output of raw materials and semi-processed
goods which her industrial plant consumed. Strategic materials in Manchuria
were to be conserved and substltutes used wherever possible. The increase in
agricultural output required proper distribution of wage goods and requisite
inputs for such expansion. Price control enforcement wes necessary to imple-
ment this. Meanwhile, wherever possible, the exports of coal, light metals,
non-ferrous metals, agricultural products from North China and Manchuria to
Japan vere to be increased. Thus while as few demands as posslible were to be
made upon the resources of Japan, goods vital to Japan's wartime economy were

to be made more abundant by the remainder of the yen bloc. Japan was to be

favored.

lOp. cit., Manchoukuo Year Book, 1942, pp. 198-201. Furumi Tadayuki was born
1900 in Tokyo and graduated from the College of Law at Tokyo Imperisl Univer-
sity in 1924. After serving in the Dept. of Finance in Manchuria he became
section chief of the Personnel Bureau in 1934-1936 and Director of Accounts
Bureau in the General Affairs Board from 1936-1940. In 1940, he was Vice-
Minister of Commerce and Finance.
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When the conference adjourned, it planned to have further parleys on how
1l

to enforce the above messures. By 1942 the second plan was under way, and
one official commenting upon it stated:

The cardinal difference between the two plans (first and second plan)

was that the first grew out of the economic research bureau of the

S.M.R. and was an independent Manchoukuo project, while the second

plan was closely intervoven with Japan's former development plan. The

first was eighty per cent successful, the new one was required to be

one hundred per cent perfect. The second one provides for ready in-

crease in agricultural production and systemmatig exploitation of

coal, iron ore, and other underground resources.
One of the most important underpinnings to assure successful integration of
the North Chins and Manchoukuo economies was the necessity of improving trans-
portation between the two regions; this was also to include Korea. To meet
the goals for agricultural increases, schemes were devised to mobilize volun-
teers to man the colonization projects in North and South Manchuria.3

Throughout 1942 and 1943 there were a number of conferences within Man-
churia to review progress on an inter-regional basis. The tenor of discus-
sion at these conferences was nearly always the same. Always the need was
expressed for greater output in agriculture and mining. More actlon to regu~
late distribution of goods in order to reduce price rises, and the elimination

of bottlenecks that were becoming more serious were discussed. From these

meetings came more stringent regulations to forbid the movement of labor from

lorfrice of Strategic Services, Programs of Japan in Manchoukuo, Vol. I, Dec.
1941-Feb. 1, 194k, Honolulu, p. 55. ror similar views on plenning the second
five year plan, see the Manshl Sangyd Chdsa Kaihen, Manshflkoku Seishido Soran,
194k, This study contains the proposals for favoring Japan in the bloc, making
Manchuria self-sufficient to supply her cwn needs, and the need to strengthen
price controls to combat inflation. Cf. pp. 525=527T .

20p. cit., Programs of Japan in Manchoukuo, pp. 55- 56. A radio broadcast from
Hsinking, July 13, 1942, monitored by the Office of Strategic Services.

3Tbid., p. 56.
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one factory to another and to prohibit employers from stealing one another's
technicians.l Plans vere made to increase the number of graduates from tech-
nical schools and to move them out quickly to high priority war-time industries.

Meanwhile the problem of price increases and severe inflationary pres-
sures became more and more serious. The Instances of hoarding commodities,
black market activities, and enterprise.stockpiling of strategic materials
mounted rapidly. In an all-out attempt to enforce price control the~police
force was called upon to redouble its vigilance and activity in elimination
of black market operations.2 They coordinated with the railway police to en-
force regulations regarding shipments via railways and ships, and they extended
their activities into the rurel areas to prevent early sales of agricultural
products which would reduce the amount of harvest and make matters difficult
for the distribution authorities. The increase of smuggling, bootlegging,
and black markets in late 1942 and 1943 became more frequent and difficult to
control as the administrative ranks were continually being depleted of man-
povwer and diverted to other theatres of war.

Policy in foreign trade did not fundamentally change, for the familiar
pattern of achieving self-sufficiency in food production and basic wage goods
while increasing exports to Japan of minersl products and iron and steel con-
tinued. This was borne out in a message by the head of the trade bureau,
Olmatsu, when he reported to members of the Federation of Trading Companies
in Manchoukuo and Kwantung that the trade policy for 1943 aimed at increasing

export of materials to Japan and restricting imports into Manchoukuo.

1mid., p. 2.

21bid., p. T0.
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"Marine products and fruits will be imported but not food and agricultural
products or materials that would hinder trade."l A greater and greater vol-
ume of trade was being funneled through Deiren as goods from North China and
Manchuria flowed through that port to Japan.

In 1942 the government proclaimed its General Outline of Manchoukuo's

Policy, which mapped out the govermment's role in the economy for the next
decede. In content, it spelled a greater participation of that authority in
the economic life of the state. As the war progressed into the South Pacifie,
all industrisl capacity was turned over to produce military goods for Jspan
and war. Japan pressured Manchuria to increase its exports of iron, steel,
aluninum, aircraft, and agricultural products. In 194k, the American air-
force bombed the iron and steel works at Anshan and the aircraft factory and
arsenal at Mukden. The damage caused was severe and the govermment began to
move the aircraft factory to Harbin and Kung-chuling, while the arsenal was
moved to Lan-k'ang, Tung-sheng-yung (all in remote Sung-ch'ang Province).
Production of important military goods naturally declined in the process of
transfer. Another project undertaken was the construction of large tunnels
in the Tiek-ling mountaln to accommodate an underground aircraft factory.

In 1945 Ginjiro Fujivaras (formerly Japan's minister of commerce and in-
dustry) ves assigned to formulate a program to increase airplane production
in Manchoukuo. The plan he proposed entailed the transfer of factories in
Japan to Manchoukuo. At the same time vital sections of machine factories in
Manchoukuo. were graduslly moved underground. Before these two plans could
be coordinated the war ended. Some of the factory equipment that had been
sent to Manchoukuo to man the intended underground shops wes sunk by sub-

marines, so that the scheme failed.

libid., p. 77.



CHAPTER IV
AGRICULTURE

In brief, the basis for the various difficulties preventing the
realization of the five year plan for Manchurian industrial de-
velopment lay in the stagnating character of Manchurian agricul-

tural production. The basic contradiction was that while

Manchurian heavy industry was directly dependent upon agriculture

for labor power, food, and raw materials, it attempted to expand

production ugon the continuation of stagnating conditions in

agriculture.

Before embarking on a comparison of Japanese plans to increase output and
expand cultivation and how adequately these plans were realized, it would be
wise to preface our remarks with some discussion of the general social and
economic conditions in the Manchurian village that had evolved over the de-
cade of the 1920's and through the 1930's to see some of the basic social
relationships and problems that were rooted in Manchurian agrarian life. A
better knowledge of these sets of conditions and problems will provide us
with the understanding of the difficulties that confronted the Japanese in
creating an agricultural progrem. We will conduct our analysis in the first
portion of this chapter by discussing first the general trends of economic
activity that took place in this region. That is, we will note why and to
what extent the 1920's was a period of expansion with rising farm prices, e
vigorous export trade, and considerable broadening of the cash crop sector,
80y beans; and what the impact of the world depression was on the Manchurian
village in the form of falling prices, extreme misery and poverty, slow and

difficult market adjustment, etc. Then while prices later drifted upward and

IMantetsu Chdsabu Hen, Manshil Keizai Kenkyii NempS, 1941. See Shimojo Hideo,
“"Manshu N3san Bukaku K8teIseino KenkyG", p. 3.
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some recovery occurred, agricultural output, cultivation, and exports failed
to increase for some time in accordance with Japanese planners' expectations.
Within the broad framework of such basiec economic indicators as prices, out-
put, exports, etc., a more detailed discussion of dynamic change occurring in
the village, taking into account different markets and disparate regional dif-
ferences, will provide the technique of focusing on such problems as land
tenure, agricultural labor, product distribution, technology, etc. This will
constitute the basis for later discussion of matching plans with actual agri-
cultural performance, the viability of economic control and related problems,

and the possibility for expansion of agriculture in this region today.

l. Conditions in Manchurian Agriculture

The impression one receives from examining the data prior to 1931 is that
the economy was in a phase of dynamic growth. All economic indicators show a
rapld tempo of chenge, increasing productive capacity, widening of markets,
and the ability of the economy to support greater population numbers with
rising incomes. Some indications of this are as follows. There was an unpre-
cedented surge in railroad comstruction, with about 2300 kilometers of new
track added to the existing railroad plant, which represented about a fifty
per cent increase over the system built before 1915. Conditions of unrest
and misery in North China and the possibility of economic opportunity in the
three Eastern Provinces forced a major exodus of people out of Shantung and
Hopel. This net migration totaled 259,000 in 1924, increased to 843,000 in

1927, and tapered off in 1929 to only 445,000. Expanding agriculture in

lyalier Wynne, Jr., The Population of Manchuria, Bureau of the Census, U.S.
Government Printing Office, Washington, 1958. p. 20.
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which a cash crop sector flourished, permitted exports to rise and from 1921-
1929 total exports of agricultural crops increased from 1.5 million toms to
3.7 million tons.l Of this trade, soy beans comprised the greatest share,
and for this same period they increased from .8 million tons to 2.7 million
tons.

These conditions of expansion vere reflected by favorable farm prices,
and though fluctuations occurred between 1922 and 1929 most farm prices were
high and fairly stable. World depression in 1929-1930 brought prices tumbling
and they remained low until 1935. In 1930, price indices for important cash
crops such as soy bean and kaoliang fell, and by 1931 they were at rock bottom.
It is interesting to compare price trends with changes in area under cultiva-
tion. 1In 1931, when prices for three major crops (soy bean, kaoliang, and
millet) are lowest cultivated area is the greatest. Though prices pick up
slightly in 1932 they do not really ghow a trend upwards until 1935. Mean-
while one does not note any sizaeble decline in cultivated area for soy beans
until 1934 and for kaoliang and millet it is 1933.2 This indicates the some-
what inelastic mature of supply, and it is certalnly not strange. The prospe-
rous decade of the 1920's promoted optimism and expectations of continuing
firm farm prices. Several years of disastrously low prices probably did not
dampen this notion, and it was only after three to four years of persistently
low prices that farmers undertook to adjust to the current situation.

Periodic rains and poor harvests in 1934 and 1935 hampered planting, but

Manshii NOgyo Yoran, pp. 821-822. See appendix for more detailed presenta-
tion of these exports.

2See appendix for data on cultivation and output of particular farm products.
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by that period some semblance of social-political stability had been restored
to the area, since the Japanese had reduced resistance to a token force and
their vigorous campaign to crush 'bandits' was netting some success. The
world market still proved to be an unreliable customer for the region's ex-
ports, but Japan and Germany sought to absorb most of the soy bean exports.
Demand for food and fibers had pigked up by the mid-1930's because of the
large scale construction activities in transport and the cities, but such
improved market conditlions probably favored only certain locales and left
many still in great difficulty. By 1935 a general price rise in agriculture
vas evident, and by 1937 greater investment demand, an expanding money supply
and quasi-war time conditions stimulated further price rises. After 1938
price control was introduced, and between 1939 and 1940 some stabilization of
the price level occurred, but in 1941 another leap in farm prices occurred.
The following table indicates prices and price indices for three basic farm
cormodities which may be taken as representative of farm prices for this

sector.
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Table 13

Wholesale Prices and Indices for Three Specific Crops
(Average of 1921, 1922, 1923 = 100)

Ann. Wholesale Price for 100 kin in Dairen Price Indices
Year Soy Bean Kaoliang Millet Soy Bean Kaoliang Millet
1920 7.24 5.14 7.76 137.6 195.4 192.0
1921 4.79 2.83 3.70 91.1 107.6 91.5
1922 5.51 2,62 3.43 10L.7 99.5 84.9
1923 5.48 2.43 5.00 104.1 92.3 123.7
192k 6.95 3.63 7.13 133.k 139.1 176.4
1925 7.91 h.61 7.93 150.1 175.2 197.2
1926 6.34 3.7L 6.31 120.5 141.0 156.4
1927 5.68 3.43 6.13 107.9 126.9 151.7
1928 6.15 3.52 6.21 116.9 133.8 153.7
1929 5.7k 3.72 6.02 109.1 k1.4 149.0
1930 h.22 2.73 3.73 80.2 103.8 92.3
1931 2.62 1.58 2.66 49.8 60. 65.8
1932 4.20 2.23 3.69 79.8 84.7 91.L
1933 4.60 2.32 3.68 87.4 88.2 91.0
193k 3.46 2.55 3.80 67.5 60.5 60.9
1935 5.30 5.45 7.75 103.5 129.6 124.3
1936 6.61 h.62 7.42 129.1 109.9 119.3
1937 6.69 5.11 7.4 130.6 121, 119.3
1938 6.25 5.53 7.75 122.1 128.9 124.3
1939 7.58 6.82 10.96 148.0 161.9 175.9
19k0® 6.68 6.78 10.47 130.h 161.1 168.0
19418 9.96 7.68 12.27 175.0 182.4 196.9

8prices obtained for these two years were obtained by taking the price of
terminal months for the respective years and deriving the average.

Source: Wholesale prices for years 1920-1933 were obtained from Mantetsu
Keizai Chosa Kaihen, Manshi Keizai Nempd, 1935, pp. 288-289. Wholesale prices
for years 1934-1941 were obtained from Manshl Criio Ginkd, Manshii Bukke Nemp3,
1939, and Manshil Bukka Shirabe, 1940 and 194l. The price Indices are simply
Price relutives or the ratlo of the price at one time, the given price, to
the price for a selected base year.
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The trend in output expansion was dramatically reversed in 1929 when the
8oy bean trade faltered, war erupted, and market conditions deterilorated.
Inelastic supply responses of farmers characterized the efforts of agricul-
turalists to adjust to new market conditions. Within these periods, changes
must have taken place in the villages. The character and profundity of change
of course differed according to region, location of markets, and opportunities
for employment of agricultural labor. Our next task is to exsmine Manchurian
agriculture on the basis of diverse regional conditions within the context of
the broad movements of activity described above.

Qur first region is that of the lower portion of Southern Manchuria
vhich would include Southwest Jehol, Chinchow Province, Southern Mukden Pro-
vince, Kwantung Province, and the southern sections of Antung Province. The
farm households of thls area are noted for their small scale and profuse nun-
ber. To illustrate, in four villages in the four respective hsien (district)
of Suichung, Feng Chien, Yingkow, and Liaoyang, between 50 and 75 farm house-
holds owned plots of less than 6.5 acres.l While these farms are larger than
those of South and Central China, they are exceedingly small in comparison to
western fermsteads. While most of the farmers owned their own holdings, the
largest share of them were required to supplement their farm incomes with
earnings from part time labor. Tenantry prevailed, but it was not rooted
deeply or pervasively in the rural fabric as in areas to the north. In the
four villages examined in the four hsien cited above, the amount of land

farmed by tenants is only 17 per cent of total area farmed.

lSuzuki Kobei, "Ichi Shiryd yori mitaru Manshii Kakuchi no Nomin Bunka",
Mantetsu ChGsa Geppd, Sept. 1935, p. 47.
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Table 1h

Tenant and Owner Culgivated Area in Fogi Villages
in Four Hsien (units in T'ien)

Farmer Tenant

Hsien and Village Cult. Area Cult. Area Total % Tenant
1. Suichung Hslen;
Hou Ku Chia Tzu Village 108.7 T'ien 1h.1 122.8 11.5
2. Yingkow Hsien;
Shih Chiao Tzu Tsun Vill. 152.2 k4.5 166.7 8.1
3. Feng Chien Hsien;
Men Chai Pao Tzu Village L3.1 3.0 L .1 6.8
4. Liao Yang Hsien;
Tung San Li Chusang Village 6L.3 42,0 106.0 39.6

Total 368.3 736 §39.6 6.7

*Suichung Hsien is right above Hopel Province next Jehol. 25 households were
examined and this i3 assumed to comprise the village Hou Ku Chia Tzu. Yingkow
Hsien is on the gulf of Chihli in southern Mukden Province. 29 households
comprised the village of Shih Chizo Tzu Tsun. Feng Chien Hsien is in Antung
Province northeast of Antung city. 16 households in Men Chal Pao Tzu village
were examined. Liao Yang Hsien is in Mukden Province north of Yingkow along
the Dairen to Mukden Railroad. 34 households were studied. Since this village
lies closer to the broad central Manchurian plain where the cash crop soya
bean thrives, this might be an explanation of why tenantry is much higher.
Explanation of this will follow shortly.

**1t 18 exceedingly difficult to grasp clearly the land unit system in Man-

churia., The writer has relied on a study by the S.M.R. which provides infor-

mation on the diverse land units used in North China and Manchuria. The fol-

lowing would be for the three provinces of Mukden (Liasoning), Kirin, and

Hbiluﬁgkiang. Source: Shomubu Chosaka, Tosansho nl okeru Doryoko, 1927,

pp. lh.l5,

1. Mukden: 1 t'ien ( ) or Shang ( e 1l08e ( )=5 tan 9 se 8 bu bk go
(Jep. units); Thus 1 t'ien ( ) is approximately 1.2 acres.

2. Kirin: 1 Shang ( ) is 8 tan 8 se 20 bu 6 go (Jap. land unit measure-
ments ); Thus 1 Shang is approximately 2.2 acres.

3. Heilungkieng: 1 Shang ( ) is 7 tan 1 se 4 bu (Jap. land measurement
unite); Thus 1 Shang is approximately 1.6 acres.

These land units, which differ according to province, probably were in use

and ‘remained in village land records until about 1935. It was then that all

land measurements in Manchurie were standardized (as were all weights and

measurements ) and made correspondent to Japanese units and the metric system.

For how this was done see Mantetsu Keizai Chosakai, Manshukoku Doryoko Tosei

Hosaku, 1935, p. 10l. According to this work, 1 t'ien ( Y or 1 shang ( )

vas to equal 10 se or 1 tan according to Japanese land measurement. What the

author has done is use the old land measures that were used until 1935, and

then for all land surveys noted after that date, make the corresponding ad-

Justment according to it, as the only feasible way to get some approximation

of true land area. Source for the above: Suzuki Kobei, "Ichi ShiryBd yori mitaru

Mansht kakuchi no Nomin Bunka", Mantetsu Chosa Geppd, Sept. 1935, pp. 64-65.
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Because this area was settled first by farmers from the mainland and farm
units were closely linked to urban markets and mesns of transport, a solid
basis for owner-cultivator farms had been created. The more established a
rural community, the more receptive and accustomed to a money exchange econonmy,
and nearness to market and avallability of credit are the important factors
by which villeges can attune themselves to the vicissitudes of price movemenés.
But this was probably not the entire reason why this region was marked by
little tenantry and numerous owner-cultivator farms. The widespread employ-
ment opportunities for rural labor in this zone enabled the farmers to drift
to the city, earn the necessary income, and return to the village again. The
small scale holdinge of farmers in this zone did not yield sufficient income
to command enough resources to weather out many years of low farm prices. In
an effort to maintain a constant 1evel‘;f total receipts, many farmers attemp-
ted to expand acreage or keep the same area under cultivation, which could
only be done in this rural framework by incurring debt, most frequently at
very high interest rates from Chinese money lenders and merchants or the
wholesale houses called Liang Chan. In a study of 293 households in Kwantung
Province in 1930, the results showed that from 70 to 90 per cent of the house-
holds were deeply in debt, the primary reason being need for credit to pur-
chase more land and livestock. About 70 per cent of newly acquired debt con-
sisted of these two purchases.l

What is indeed perplexing is that some Japanese economists should per-
sist in blaming indebtedness on the system of land rents and tenantry. One

such writer states that "the various reasons for indebtedness of Manchurian

lsuguid Kobei, "Ichi Shiry® yori mitaru Manshfi Kakuchi no Nomin Bunka",
Mantetsu Chosa Geppo, July 1935, p. 70.
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farmers is not the direct result of a fall in the price of grain, poor tech-
niques applicable to agriculture, or surplus population, but must be attri-
buted to the traditional structure of Manchurian agricultural society."l But
if tenentry is not a predominate feature of agricultural relations in this
zone, and clearly it is not, the origins of indebtedness must rest elsewhere.
Undoubtedly it is explained in part by the inadequate credit éystem in the
countryside, but if it were not for this system of credit agricultural acti-
vity could not persist to the high degree that it did. Probably the inability
of the average farmer to adjust to changing demand patterns, carry himself
through the poor season of crop disasters and poor harvesty etc., must stem
only from conditions where costs remain high relative to money income earned.
The only real way such coste can be decreased is for the farmer to take adven-
tage of economies of scale that might come through larger landholdings and
introduce farin improvements such as better tools and equipment, seeds, ferti-
lizers, etc., to increase his yleld per unit of land. The smallness of land
holdings, reliance on traditional techniques of farming, and the gradual long
term spoilation of the soil, contributed to constant or perhaps even rising
cost curves for the majority of owner-cultivators. But then the immediate
question arises, how could these small land holdings persist. This can be
explained in part by the employment opportunities for the small farmer that
prevailed in the cities as well as the employment provided by large farmers.
Industrialization had not developed fully and rapidly as yet 1n Manchuris;
there was little chance of absorbing much of the folk from the countryside;

yet as long as some modicum of employment opportunity remained open to these

l1pid., p. 76.
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farmers, they would be able to continue their lot of small scale farming
which consisted mostly of producing & mixed output of a cash crop (roughly 30
per cent of land devoted to thié) and food crops.l

We must mention the investwent behavior of the larger landowners and
more weslthy farmers. It was normal behavior to plough back nearly 80 per
cent of newly acquired accumulation of wealth in land and lease it to tensnts.
Absentee landlordism did exist in this sputhern zone but hardly to the extent
it did in the northern areas. Despite the period of expansion of the 1920's,
there was little indication that farmers took advantage of their gains by im-
proving their homestead and raising yileld per unit of land. When derression
struck, nearly all farmers incurred deep debt. The lnability to repay debt
over time and the multiplication of debt from failure to pay interest linstall-
ments forced many farmers to forfeit thelr land and contributed to a rise in
tenancy. One needs to exercize care in pointing the finger on the exact cause
of an increase 1n tenancy. In some instances 1t appears that rising debt in
time of agricultural depression is a powerful factor, but other elements must
be considered as well. A case in point 1is that of several villages which were
examined in 1940 and 1941 in the district of Hsiao Ho Yen in Jehol where evi-
dence was unearthed that seemed to reveal some farmers losing legael claim to
their land and tenancy increasing; at the same time, other farmers persisted
in remaining in the village despite their holding only small plots, and they
could do this by virtue of earning incomes as part time agricultural or indus-
trial workers. In the village of Ta chia where sixty-five households were
studied, seven were tenants in 1939 and this number had increased to eleven by

1942. Correspondingly, the amount of tenant land increased from 696 se in

Lop. cit., "Ichi Shiry5 yori mitaru Manshd Kakuchi no Némin Bunka",pp.79-81.
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1939 to 1,056 se in l9hl.l The one important factor overlooked here is that
population increased in this village over these same years from 347 in 1939
to 455 in 1940, so that a gradual movement upward undoubtedly occurred as
some farmers became landlords and others part owners and tenants. Thus rural
population increases could account for tenant increases since this was a very
important device to absorb greater numbers into agriculture.

Cne of the great difficulties that confronts the analyst attempting to
plot trends in land tenure and village structure is the lack of time series
data for a single locale which cover a period long emough to study the changes
that took place. Though the Japanese collected considerable information from
their surveys of Chinese village land records, there was little effort to
study a single locale over a long enough period of time to ascertain the so-
cial and economic forces at play. As a result the researcher is forced to rely
on scattered bits of information usually collected at random for different lo-
cales at different moments of time, end from this to try to formulate satis-
factory explanations to account for the pulsations of agrarian life. It is
extremely difficult to say what conditions exactly were in the late 1930's
and 1940's for the zone under consideration. No doubt the same mode of agri-
cultural production continued and supported further population increases, but

with the expanded employment opportunity offered by industrialization, it is

Liuruta Dosohel, Suzuki Heihachi, and Wang Chi-En, "Nammen Ichi Noson no
Saikin no Dokyo", Mantetsu ChGsa Geppd, Sept. 1942, p. 75. This village vas
located near a large town and a railroad where there was ample employment for
rural labor and powerful attraction of a money economy. We are given further
support for the contention that the ability of Chinese farmers to become agri-
cultural workers allowed them to continue as small farmers when these writers
concluded from thelr study that "the link between the village and migratory
movements is one which makes for the maintenance of very small scale farming."
p. 113.
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possible that tenantry cemsed to grow. At any rate, little technological
improvement took place and it is unlikely that such improvements could be
introduced given the desires of those who possessed accumulations to put to
work to earn interest and rents instead of considering farming an enter-
prise and heavily investing in order to improve productivity.

The second zone of our inquiry is that of the central plan area or the
farming area of the upper half of Mukden and Kirin Provinces. This normally
includes the southern portion of what is traditionally cslled North Menchuria
and constitutes the northern helf of South Manchuria. Here, as contrasted to
the numerous small scale farm homesteads further south, we note that the
majority of farmers, roughly sixty per cent, possess very little land at all
and earn their livelihood by working as agricultural laborers. In four hsien,
Hei Feng Hsien, Li Shih Hsien, Huai Te Heien, and Yung Chi Hsien, it was found
after a series of village studies that about 4O per cent possessed virtually
no land at all; another 40 per cent of the households farmed plots of 6.5 to
13 acres, while the remainder, made up of large landlords and farmers, farmed
units of thirteen acres and over.l Tenantry was widely prevalent and was the
main technique by which farmers still remained farmers and lived in the coun-
tryside. From an examination of five villages in five hsien, the following

breakdown of owner-cultivator and tenant land is given.

1guzuld Kobel, "Chubu Namman ni okeru Nomin Bunka", Mantetsu Chdsa Geppd,
Oct. 1935, pp. 30-31.
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Table 15

Tenant and Owner Cultivated Area in Five Villages in Five Hsien®

% of Tenant

Hsien and Village Farm Land Tepant Land Land of Total
1. BHsi Feng Hsien;

Kung Ho Tsun Village 126.79 t'ien 201.25 61.h
2. Ii Shih Hsien;

Fu Yu Chuang Tsun Village 55.75 240.90 81.6
3. Yung Chil Hsien;

Kan Huang Ti Village 28.60 shang 354.90 92.2
4. I T'ung Hsien;

Ta Tzu Ying Tun Village 118.90 507.50 81.0
5. Hual Te Hsien; .

Locale of Kung Chu Ling 137.00 461.00 76.8

Total L6T.04 1,765.55 79.2%

W t'ien =1 Shang
1 Shang = 1.2 acres
In Hsi Feng Hsilen, 23 households comprised the village examined. In Li Shih
Hsien, the village totaled 16 households. In Yung Chi Hsien, 19 households
vwere examined. In I T'ung Hsien, 48 villages made up the village, and in
Rual Te Hsien, 19 households comprised the village. All of these five hsien
are in the surrounding vicinity of Hsinkyo, which would place them in the cen-
ter of the great Manchurian grain belt and thereby spliced by the main railroad
line from Mukden to Hsinkyo. It will be noted that these surveys were cam-
Pleted in the early 1930's when the villages were just emerging from the
depression and upheaval which had beset the region.
Source: Suzuki Kobei, "Chubu Nanman ni okeru Nomin Bunka", Mantetsu Chosa
Geppd, Oct. 1935, pp. 35-36.

This zone 18 noted fer a high degree of tenantry for nearly eighty per
cent of the land farmed was tenant land. The farm units are larger, but tech-
nically do not differ from those further south. Soy bean is widely grown and
as a cash crop ranges from 40-66 per cent of the land under cultivation, with
kaoliang and millet next in that order.l This 1is probably the most commer-
clalized farm area in all Manchuria. Here the Liang Chan, the great whole-

sale houses, clustered in the countryside like great spider webs. When these

11pid., p. b6.
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organizations first made their appearance around the turn of the century they
vere used to collect grain ascquisitions for the military. ILater they devel-
oped into storage and distribution centers for all types of grain, but as
time passed they tended to specialize in soy beans.l They were owned by
Chinese mercantile capital, and often a single or several merchants could
dominate and control a whcle line of Liang Chan from the countryside to the
city. Such diversity and extensliveness of ownership necessitated the hiring
of local managers to watch operations so that ownership was frequently di-
vorced from actual control. There were urban Liang Chan as well which handled
foreign exchange, insurance, and banking matters.2 While these institutions
played a useful role in furthering the evolution of the soy bean trade, they
often became a deterrent to the development of a capitalist type of agricul-
ture by virtue of their monopsonist position, which they achieved in the dis-
tribution channels between countryside and town.

Individual farmere found they could not circumvent these powerful bodies

if they desired to.sell their grain elsewhere,3 80 many were denled the

1gaito Yukio, "Jihengo ni okeru Liang Chan no Henkaku ni tsuite", Mantetsu
Chdsa Geppd, March, 1936, p. 3.

25,.M.R. Co., "The Liang Chan, & Peculiar Institution in Agricultural Commu-
nity", Contemporary Manchuria, II, 4, July, 1938, p. 50. While the Liang Chan
were active with exporters in the cities, they operated largely in the country-
side. In short, "the Liang Chan acts as a cash market for farmers or small
dealers, and is an advanced market in the rural districts. At the same time,

it is an assembling point where a large amount of goods are assembled. It is
also a financing house since it pays caesh to the farmers and local dealers,

while again it is an intermediary between the farmers and the Yu Fang or ex-
porters.”" p. 50.

3 . cit., Saito Yukio, p. 5. The author states here that Japanese exporters

grain tried to approach the peasant directly to purchase grain before 1931
but could make no headway against the Liang Chan and were forced to give up.
It was only after the 'Manchurian Incident' that the Liang Chan were reorgan-
ized, since mach Chinese capital fled the region and the Japanese urged more
consolidation to make their control easier.



economiecs of scale that other, more effective wholesale channels such as fo-
reign buyers could have provided by offering higher prices than the Liang
Chan. Farmers with higher incomes could then have expanded and improved
their holdings. But in hard times, especlally like those of the depression
years, the Liang Chan were in a favorable position to take advantage of the
farmer since farmers were under pressure to sell immediately rather than
biding their time to await opportune prices. Such action usuelly resulted in
obtaining credit from the Liang Chan to tide them over the winter and plant-
ing season. These grain brokers were in an excellent speculative position
because they possessed the storage facilities which permitted them to engage
in spot and futures buying.l The Liang Chan was not the only institution to
take advantage of the individual farmer's poor credit and storage position,
for all Chinese rural capital engaged in speculative buying, that is, buying
purchases before the harvest or at harvest time, and then .walting for favor-
able prices to unload on the market.2

Tenant farmers, part owner and tenant farmers, and owner-cultivators were
an enterprising lot in this zone. Commerciallzed agriculture had gsined a
sound footing in the period of expansion in the 1920's and most farmers were
able to remain on in agriculture despite the harsh depression years. Though
few possessed large holdings (nearly sixty per cent of households in this zome

occupied very small plots, tenantry and urban as well as frequent agricultural

lyatanave Yuji, "Manshu ni Okeru NOgyd Kyoka", Mantetsu Chdsa Geppd, June
1932, p. 15.

2Amano Motonosuke, "Shina Ndson ni okeru Shdgyd Shihon no Chdkarijun no Kaku-
toxu ni tsuite”, TGa Keizai Kenkyll, Feb. 1942, pp. 37-52. Amano, in using
Prof. Buck's figures for China mainland, places heavy emphasis on the ability
of the Chinese merchant to buy early from the Chinese farmer and then sell
when the price 18 right.
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employment made it possible for most farmers to weather out difficult periods.
Since landholders preferred to earn rent rather than allow land to remain
idle, tenantry pérmitted the farmer to work larger plots,for the average size
ran between 13-40 a.cres.l Many earned sufficient income despite harvest
calamities, rising texes, falling prices which marked the early 1930's to
accumulate enough surplus over their rent payments to rent additionsl land to
farm.2 This zone too saw conslderable mining and urban construction activity
so not infrequently members of households could work as day laborers. Employ-
ment opportunity and labor mobility were the two important factors which made
this possible.

Yet the character of production and technology employed did not differ
from there confreres in the south or for that manner from previous genera-
tions vhich had tilled the soil. Land was farmed in the same way by rotating
the crops in the traditional cycle of millet the first year, beans the second,
barley or wheat the third, and millet again the fourth (of course with the
greater accent on cesh crops, more land would be devoted to soy beans but the
cycle continued, though probebly much slower as more land was allotted to
cash crops). The method of planting and harvesting cereals had not seemed to
improve at all since Sir Alexander Hosle observed Manchurian agriculture in
Kirin in 1904 and made marginal notes on farming procedures which stressed
the reliance on labor power and the farmer's helplessness in the face of sharp

weather changes.

lop. cit., Suzuki Kobei, "Chubu Namman ni Okeru Nemin Bunka", p. 33.

2Tbid., p. 39.
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When a field has been ploughed into drills in April, and their

tops (millet) cut open by an iron coulter attached to the forepart
of the plough, the seed is sown by hand in the hollows thus made,
and covered with manure from baskets carried by a labourer follow-
ing in the wake of the sower, and a stone roller is then passed
over the drills. When the shoots are two or three inches high they
are thinned by hoe - a space about a foot and a half being left be-
tween the plants - and the drills are carefully weeded and earthed
up three times, after which no further labour is necessary until
harvest time in September. In May, when the stems are two to three
feet high, heavy rains are much dreaded, for if water stands for
eny length of time between the drills the roots loose their hold of
the soll and rot, and the stems, especially if the rain is accom-
panied by wind, fall over and die. Towards harvest time, again,
too much rain or too long drought is feared, for, in either case,
the lower part of the grain head frils to ripen and only a partial
crop is garnmered. In September the stems have attained a height

of from elght to ten feet and the heads have assumed that brown
purple tint which 1s derived from the small dark purple cases con-
taining the grains. Towards the end of the month the stems are

cut down near the root, made into bundles and carted to the farm-
house, where a threshing floor has been prepared in the open.l

As age old techniques and methods were perpetuated, the soll gradually lost
its fertility end the moment came when output from newly cultivated land
barely offset the decline in yield from older, more intcmsively utilized (as
well as depleted) land. The failure to innovate and apply new methods along
with extensive farming 1s the product of tradition, but it is also a by-
product of the desire for safe investment by Chinese landlords and merchants.
Rents, interests, and profits from mercantile services never found their way
into applications which would raise the yield per unit of land or per labor-
er. What became of these savings? Some filtered into land purchases; some
was funneled lnto real estate, invested in distributing enterprises, and used
to develop or expand money lending operations. All these efforts represent a

transfer of savings through different channels to widen the existing

13ir Alexander Hosie, Manchuria, Its People, Resources and Recent History,
Methuen & Co., 1904, pp. 174-175.
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facllities of production and exchange to support larger population and bring
more arable land under cultivation. Undoubtedly some dissaving took place in
display of wealth, status, consumption, gifts to military, etc. Later in the
perlod, mercantile profits and gains were hoarded rather than invested in pro-
Jects the Japanese inspired. The Japanese military were annoyed and disap-
pointed at their inebility to absorb more Chinese capital into their long
term industrial projects when they floated stock with guaranteed returns.
Whether from patriotism or a reluctance to part with capital for long term,

high risk investment, very little Chinese capital was mobilized after 1937

by the Japaneae.l

For our final zone, the northern portion of Manchuria, the analysis will
depend strongly upon the results found in K'o Shan Hsien in Pelan Province.
This district was studied intensively by Japanese scholars and can be consi-
dered a representative district for the northern zome. In this hsien, 1t was
estimated that approximately 45 per cent of the land was owned by absentee
landlords who lived outside the rural areas in citiesf2 Some ldea of the dile-

tribution of land among households can be obtalned from the following frequency

IMori Zuiichi, "Dochaku Shihon to Shikin Doin", Manshli Keizal Kenkyu Nempo,
1941, p. 351.

2vase Suteichi, "Hokuman no Tochi Shoyu Haibun to Fuson Jinushi", Mantetsu
Ch8sa Geppd, July, 1942, pp. 31-32. This information conflicts with that con-
fained In a recent Russian translation from the Chinese titled, Istoriya
Ekonomicheskogo Razvitiya Kitaya, 1840-1848 (History of Economic Development
of China, 1B40- BEH};“M%%éow 8. Table 168, p. 261. This table shows disg=-
tribution of land according to class within the Chinese village. For some

52 districts in Heilungkiang, 14.3% were rich peasants possessing 52% of land;
42.8% were middle peasants possessing 39% of the land; poor peasants comprised
the remainder of 42.9% and farmed only 9% of the land. No figures for land-
lords are available. What might have happened is that landlord data was com-
bined with that for rich peasants. When this dats is compared to the remain-
der of China , Hellungkiang boasts the largest percentage of rich and middle
peasants with the exception of Szechuan Province. J



92

teble; this survey was undertaken in 1942 and covered a total of 1,145 house-
holds for this district. The data w.s obtained from land records.
Table 16

Distribution of Land According to Household for K'o Shan Hsien, 1942

Number of Cultivated % of House- % of Cult.

Land Holdings Households Area holds of Total Area of Total
1. 0-5 Sheng' 106 320.555 Shang  9.26 0.36
2. 5«10 111 927.888 9.69 1.07
3. 10-15 106 1,377.872 9.26 1.58
L, 1520 7 1,395.062 6.72 1.60
5. 20-30 152 3,786.758 13.27 4.35
6. 30-50 205 8,580.894 17.96 9.86
7. 50-70 88 5,247.043 7.69 $.03
8. 70-100 129 11,148.976 11.27 12.81
9. 100-150 60 7,485.092 5.24 8.60
10.  150-200 4s 7,812,326 3.93 8.97
11. 200-300 29 6,402.000 2.53 7.35
12. 300-500 16 5,957. b7k 1.h0 6.84
13. 500-1,000 12 7,936.063 1.05 9.12
1k, 1,000 and above 9 18,671.605 0.79 21.45

Total 1,145 86,150.208 100.00 166700

| Shang = 10 se or roughly 0.245 acres after 1935.
Source: Iwase Suteichi, "Hokuman no Tochi Shoyu Haibun to Fuson Jinushi",
Mantetsu Chosa Geppd, June, 1942. p. 3l.

From the above we have a situation where roughly seventy-five per cent of the
households tilled only nlneteen per cent of the cultivated land and the land
holdings would be in the vicinity of 0-12 acres. On the other end of the
spectrum two per cent of the households operated thirty per cent of the land
and had holdings in the area of 245 acres and above. These larger scale farms
were the natural result of opening up new lands by farmers migrating from
North China into these remote, sparsely populated areas, and since the land
was legally claimed by Manchus, Chinese merchants, bureaucrats, and military
personnel, the farmers leased it from these groups in large tracts; this pro-

cedure vent on at a rapid pace during the 1920's when a flood of migrants
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poured into Harbin and adjacent rural communities seeking employment and farm-
ing opportunity. Individual owner-cultivator farm units were very much larger
than those in the middle and southern zones, but on the other hand the farmer
wvas confronted with greater uncertainty in farming conditions in North Man-
churia. Nearly all had contracted heavy debts to the landlord or merchent

for credit to rent land to commence farming. With such a heavy debt burden
to discharge, many sought employment in railroad construction, etec., during
the 1930's when hard times came. While those who owned the land actually
provided a service by renting it out and thereby making for an extension of
the margin of cultivation in Manchuria, greater advances in agriculture would
have been scored if they had taken steps to insure that productivity increases
accompanied this new cultivation.

It is not surprising to find in this zone a preponderance of rurel agri-
cultural labor,. since the brief span of eight years when movement of farmers
into the north was especially great did not allow for their adequate absorp-
tion into agriculture; in order to earn a livelihood they were compelled to
work as agricultural laborers. There were three particular types of such
workers: day laborers, monthly laborers, and annual la.borers.l Annual labor-
ers lived with the owner-cultivator and his family and received payment part
in cash and part in kind from the harvest. The popular arrangement for the
latter payment was to decide on the amount of harvest share before the worker
was hired. The cash wages of these annual workers closely followed movements
in prices of important grain crops such as kaoliang and soy beans. As prices

for these grains rose during the latter years of the 1930's, wages rose

1Hori Teuneo (ed.) Manshukoku Keizal no Kenkyl, Nihon Hyoron Sha, 1942.
pp. 173-202.
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several hundred per cent over a period of four years.l This would indicate a
severe shortage of farm labor during the critical planting and harvest sea~
sons. It seems this actually occurred in various parts of Manchuria where
heavy construction under the Japanese took place. The siphoning away of young
men from the villages left them short handed and encouraged a wage rise that
frequently outstripped general farm prices. It must be understood that this
only occurred in specific locales and cammot be considered a general phenome-
non. The monthly laborers functioned as seasonal workers who were eméloyed
by farmers and tenants during planting and harvest periods. Day laborers were
usually contracted at the busiest times of planting end harvest when a tempor-
ary labor shortage might occur. These workers were for the most part women
and children. The work day of these day and monthly laborers was long: dur-
ing the peak season the norm was from thirteen to sixteen hours a day; when
ordinary employment standards were maintained, a teﬁ to twelve hour dey was
the average.

In most villages in the north and near towns there was some established
comnonly recognized labor market where village labor could find work and where
labor might be contracted to work for indefinite periods of time. By far the
most important of these markets existed in or near the village itself in the
immediate vicinity of the agricultural workers' homes, but it was not infre-
quent to find labor moving from distant provinces and clustering in the hsien
labor markets of the north. According to a study of 336 households who owned
land in K'o Shan Hsien, it was found that the labor employed came from a

number of different areas: 35.4 per cent were from Lungkiang Province, which

lIah}da Seiichi, "Hokuman nl okeru Kond no Seishitsu", ManshQ Keizal Kenkyn
Nempo, 1941, p. 180.
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is nearby to Peilan Province; 25.6 per cent came from Pinkiang and Kirin Pro-
vinces in the south, and 15.8 per cent had moved into K'o Shan Hsien from
areas in South Manchuria; 19 per cent came directly from North China, and 4.2
per cent came from other parts of Manchuria.l Thus, great mobility character-
ized these workers of the north. There were no restrictions upon entering
this work force, and Chinese farmers demonstrated an ability to move large

distances to seek new employment.

2. Japanese Agrarian Planning, Control, and Performance in Manchuria

Between 1932 and 1937 aegricultural policy was vague, and no concrete pro-
posals to grapple with rural depression by lowering tenant rents, providing
cheap credit, introducing land reform, or favoring new fa;m improvements were
carried out. The authorities did conduct a land survey to examine all hold-
ings and titles, but the rationale for this was to eliminate any evasion of
the new regime's land tax, and if possible to see about the possibility of
increasing this tax since revenue was vitally needed for finmancing other
types of construction. Besides land surveys, the goverrment confiscated es-
tates of numerous Chinese military officers and officials and transferred the
land to organizations undertaking settlement of &apanese and Korean farmers
in Manchoukuo. Land was forcibly expropriated from wealthy farmers and given
freely to Japanege settlers who in this early period were selected from reserve
ists in the army. In October of 1932, Chinese tenants were evicted in a

wholesale fashion in Chi Chio-Tun in Chia-Mo-Sze as the Japanesé extended new
J

11bid., pp. 193-19k.
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leases to Korean farmers.l

The first concrete agricultural program came with ambitious colonization
schemes in which Japanese farmers in Japan as well as those retiring from the
Kvantung Army and Korean settlers were to be tramsplanted into Manchuria.
They hoped to solve two pressing problems by this technique: (1) to alle-
viate population pressure in Japan; (2) to increase Manchoukuo's agricultural
output. The existing land tenure system was to be left intact, and there was
no progran formulated to reduce tenant rents. The reason for this was not to
touch those large landowning interests for fear of alienating their Chinese
collaborators.2

In 1932, before Manchuria was "pacified", the department of Colonial Af-
fairs in Tokyo drew up a ten year plan for settling 100,000 Japanese farm
families in Manchuria. The ideas embodied in this program were to be able to
send Japanese families into Manchuria and immediately have them acquire a self-
sufficient and economically independent basis. They would be subsidized (ap-
proximately $271 U.S. dollars) and would be provided with such facilities as
hospitals, barracks, baths, schools, farm experts, etc.3 But from 1932-1936

only 2,785 Japanese farm families settled in Manchuris under the auspices of

llnstitute of Pacific Relations, Agrarian China. London: G. Allen & Unwin,
1939. p. 220. See the article by Yeh, Min, "The Livelihood of the Toiling
Masses in the North-east", Chung-Kuo Nung-Ts'un, Vol. 2, No. 5, May 1936.
Shanghai,

20p. Cit., F. C. Jones, p. 172.

3w.1. Ladejinsky, "Menchurian Agriculture Under Japanese Control", Foreign
Agriculture (U.S. Dept. of Agriculture), Vol. 5, No. 8, August 1941, p. 319.
This 1s one of the best discussions of early Japanese agricultural policy and

control to have appeared in the West, and much of what follows is derived from
this study.
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the Ministry of Overseas Affairs. Meanwhile another 1,138 households were
settled on land owned by the S.M.R. in which each household received seven
acres of land, housing, agricultural implements, seed, and a cash subsistence
allowance of 1,320 yen ($356) in the course of five years. In total, then,
the Japanese settled 3,923 househol&s. Despite the slow progress of coloni-
zation, those in charge were not daunted, and upon further investigation were
convinced that successes had been achieved and the program need only be stepped
up. Net profit of 133 yen per household ($36) on the average was obtained by
these new settlers and was indeed small in relation to the original invest-
ments, but when compared with farmsteads of similar size in Japan it was held
that greater opportunity prevailed in Manchuria than in Japan to offset in-
debtedness. “

In 1935 the Manchurian Colonial Development Company, with & capital of
15 million yen ($4,305,000) was set up and enlarged in 1937 to 50 million yen
($1l+,350,000).l The expansion wés the result of & new program which envisaged
the settling of a million Japanese farm families in Manchuria within twenty
years. It was the company's task to direct the transplanting of nearly one-
fifth of Japan's farm population in four five-year veriods. The homesteads
selected were for the most part from impoverished, densely populated regions
in Japan. These groups were expected to comprise the core of settlement in
Manchuria for purposes of railway protection, forestry and tobacco develop-
ment, and to make available free youth-volunteers. Immnigrant subsidies were
1,000 yen ($287), which need not be repaid; the Manchurian Colonial Develop-

ment Company advanced an additional 1,900 yen ($545) minus the price of their

l1pid., p. 320.
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land at cost. Every family received a standard land area of 25 acres of
arable land and 12 acres of forest and grazing land. This involved some dif-
ficulty in land selection since these communities lay at the border between
inhabited and uninhabited areas, and this required "adjustments'" on the part
of indigenocus farmers. In ﬁost instances where these communities sprang up,
land was acquired by forcing the native farmers to sell at very low prices.
In 1939, 13,000 such families vere transferred to make way for colonization
communities, and 21,000 were moved in 194C. The immigrant farmers received
rermanent tensncy as a guarantee against dispossession and title of ownership
was vested in the state. Once settled, the immigrants were to constitute, as
one writer stated, "a stabilizing social factor, a dependable bulwark against
internal revolt or alien aggression. They will function as the core, around
which to build up the expanding economy and administration of the new Empire:™
Partly because of the China "incident" in 1937 and partly because of the
unvillingness of the Japanese to migrate to Manchuria, the number of immi-
grants was below the expected figure. By November 1940 there were only 17,949
households making up a population of 50,564 which tilled 72,920 hectares of
land.2 Yet the Japanese continued their efforts on the basis of results
achieved since 1937. On Jsnuary 6, l9h2, Agriculture and Forestry Minister
Hiroya Ino submitted & plan for a second five year land development plan (1942-
1947). This plan called for sending 220,000 farm families from Japan to Man-
choukuo in the next five years. For the first year of the plan which ended
March 31, 1942, Japan did send 80,000 families, but this number was 20,000

linoue Sonoshin, "Japanese Inmigration to Manchoukuo", Manchuria, Feb. 1, 1940,
p. 15. .

2. Op. Cit., Manchoukuo Year Book, 1942, p. 413.
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families less than the original plan.l But again achievements did not match
original expectations, for early in 1944k the Manchoukuo Land Development Cor-
poration wad dissolved on the basis of not being able "to prosecute the Emer-
gency Agricultural Land Increase Plan" which called for increases in land
under cultivation by colonists.2 Yet from all appearances colonization was
not abandoned even to the end of the war, for a decision was reached in 19uil
to establish a new Manchoukuo land Development Company with an investment of
both Japan and Manchoukuo on a 50-50 basis.>

The difficulties in fulfilling these ambitious schemes were great. Colo-
nists were expected to settle the remote, uninhabited areas of the north which
were Just being opened up by new railroads. 1In addition, alkaline soils of
North Manchuria and the necessity of large outlays of capital had to be con-
tended with. The regions of North Manchuria are similar in some respects to
Hokkaido, and in this regard it may be noted that the Japanese had never
demonstrated great enthusiassm for migrating to this undeveloped island, largely
because of the severities of climate. Historically, migrations of people have
been the result of push and pull forces which operated on the one hand to en-
courage movement to an area where economic and social opportunity abounded,
and on the other hand served to reject areas where traditional settlement
proved unbearable and exceedingly difficult to continue. The absence of such

conditions made it unlikely that large migrations would depart Japan for the

lbid., pp. L17-418.

20ffice of Strategic Services, Programs of Japan in Manchoukuo, Honolulu,
April 30, 1945, p. 87.

31biq.
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North-east China mainland because the settlers were moving to a country with a
lower standard of living than that which they were departing. Though more op-
portunity prevailed in Manchuria, the investment required had to be large to
carry out such a project, since it entailed considerable capital tied up for a
long period of time before returns were forthcoming. Land-hungry as the Japa-
pese farmer might have been, it required considerable funds and an appeal to
him on patriotic grounds to heed the call of empire building before he decided
to leave his familiar surroundings for a strange land.

Now with the launching of the five year plan in 1937 a new stage in agri-
cultural planning began. The Japanese planners became very much concerned
with the functioning of this sector and with its abillity to provide more pro-
duce. The demands of war meant more food and fibers were needed to maintain
an ever expanding labor force but to release labor from farms for urban indus-
trial employment without a decline in farm output. War with China had brought
the yen bloc into existence, making Japan all the more dependent on Manchuria.
The course was now one of devising a system of controls to extract a larger
share of Manchuria's agricultural output as well as creating conditions con-
ducive to expanding this output.

The year 1938 was the inception of a number of control policies by which
through price control and bulk purchases the state was to maintain "smooth
supply and distribution of important cereals and the correct price thereof."l
A series of companies with monopoly rights were to undertake price setting,
assurc an adequate supply of grains, and properly distribute this supply ac-
cording to the needs of the regime. The following are the companies established

for this purpose and their specific tasks.

lop. cit., W. I. Ladejinsky, p. 325.
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Teble 17

Monopoly Compsnies Established to Purchase Agricultural Crops

C

Function

Manchuria Cereals Co., Est. Dec. Controls marketing, distribution and ex-

1938; capitalized at 30 million
yen ($8,520,000).

Manchuria Cereal Flour Co.,
est. Dec. 1939; capitalized
at 10 million yen ($2,590,000)

Manchuria Staple Produce Co.,
eat. Dec. 1939; capitalized at
30 million yen ($7,770,000)

Manchuria Leaf Tobacco Co.,
est. Dec. 1638; capitalized at
10 million yen ($2,840,000)

Manchurila, Forestry Co.
Manchuria Livestock Co.

Manchuria Cotton Co., est.
April 1934; capitalized at
10 million yen ($2,970,000)

Source:

ports of pure, adulterated or processed
rice, kaoliang, millet and corn. The
company also acts as a government agent
for purchasing other miscellaneous
cereals.

Controls marketing of wheat, distribu-
tion of wheat for manufacture, redistri-
bution, and imports of wheat flour,
kaoliang, and corn flour to use as
wheat-flour substitute.

Controls marketing, distribution, manu-
facture and export of soy beans, bean
cakes, bean oll and other oil bearing
seeds such as perilla seed, sesame seed,
hemp seed and linseed. Also designated
as distributor and exporter of peanuts
on behalf of Kwantung Government.

Controls planting, marketing, distribu-
tion and importation of leaf tobacco
(principally flue-cured tobacco).

Controls forestry and distrivution of
timber and lumber.

Controls livestock products; also served
as purchasing agent for hides, leather.

Controlled marketing of raw cotton.

Owen L. Dawson, "Developments in Agricultural Policy and Pro-

grams for the Japanese Empire Occupied Areas in China and 'Manchoukuo’
during the Year 1940", Report by American Agricultural Attache, Shanghai,

April 3, 1941. p. S6.
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How did these control agencies fix prices? Prior to 1941, the buying
prices for agricultural products were determined by the prices paid for pro-
ducts delivered to wharves or railway stations. Thus prices at the seaports
(Dairen, Yingkow, Antung, and Rajin) were taken as a basis and deductions
were made for transportation costs to determine the prices at railways or in-
land river wharves.l The price became lower the farther away the products
were delivered from the seaports until at 1,200 kilometers away transporta-
tion costs beceme so high as to equal the full maximum price. Later (194l),
this was abolished and price fixing was conducted so that crops produced in
the northern areas commanded highest prices, central plains area received
still lower prices, and the southern sections received the lowest prices. At
firat the control agencies purchased directly either from grain brokers (usu-
ally Liang Chan) or from the few cooperatives managed by the Japanese them-
selves. When the control agencies sold foodstuffs, etc., to other groups
they did so at a higher price. 1In 194k, 100 kilograms of 8oy beans south of
Hsinkyo were purchased for 19.51 yuan and sold for 22.98 yuan or a mark-up of
347 yuan.2 Rice on the other hand might be purchased in similsr amounts for
2L .20 yuan and sold for 29.30 yuan or a difference of 5.10 yuan. The mark-up
vas usually for purposes of covering fixed charges for storage, insurance,
and shipping.

When the new policy of fixing agricultural prices was introduced in No-
vember of 1939 1t was too late to be effective in harnessing the planned

marketable surplus the planners desired. Most farmers had already harvested

1Qp. cit., TPCCHES, Vol. III (Part 2), Distribution of Farm Products in North-
east China, p. 200.

2Tbid., Table 183.
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their crops, the bulk of which had now passed to the middlemen. Rather than
relinquish this to the control agencies at fixed, low prices, they stored it
themselves or passed it onto the free markets (of which there were still a
few), the black markets, or smuggled it out of the region. All farm products
wvere not included under the new purchesing system, so that one found farmers
shifting from soy bean production (fixed prices) to, say, yellow beans (free
prices). Furthermore, many bean oil and bean cake mills were not fully con-
trolled and could be supplied to the free market.

The control agencies attempted to correct this situation in early 1940.
All agricultural produce was included under the scheme of being sold at fixed
prices and free agricultural markets were eliminated. Local agencies were es-
tablished to serve as liaison between the few large purchasing agencies and
grain distributors. It was also decreed that produce could now only be traded
at trading centers of cooperatives or at pre-determined market places and at
specific times. Firms processing agricultural crops were to sell thelr pro-
ducts directly to the state agencles. The rallroad system was mobilized to
police shipments of grain, and only authorized items could be transported.l

Since 1937, the Japanese had encountered great difficulty in siphoning
off sufficient agricultural surpluses that the plan called for. While it is
not easy to measure this, evidence shows that from 1937 to 194C grain sur-
pluses available for state markets and shipped from countryside to storage

and distribution plants declined from 7,033,766 tons in 1939 to 5,038,185 tons

lror obstructing the state's fixed price purchase program offenders vere to
be harshly punished. Those caught importing or exporting illegally shipments
of produce could receive penal servitude of less than one year and a fine not
exceeding 100,000 yen ($23,400) to five years and a 30,000 yen fine ($11,700).
See W. I. lLadejinsky, op. cit., p. 335.
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in 1940 to 4,265,042 tons in l9h2.l The decline of soy beans, kaoliang,
millet, wheat, and corn can be better seen from the following table showing
the farm output available to Japanese planners after & portion has been re-

tained for purposes of rural consumption.

Table 18
Output Available to Japanese Planners After Rural Consumption (tons)

Unhulled  Other
Year Soy Beans Corn Kaollang Millet Wheat Rice Cereals
1937 3,186,789 325,110 269,178 306,859 T H* 52,157 81, 348
1938 3,394,569 561,066 541,995 222,495 é-)* 15,349 183,008
1939 2,239,720 400,243 168,268 203,388 -) -18,862 216,753
1940 1,606,677 328,591 178,759 108,514  (-)* 33,33 135,180

*Denotes that no surpluses were avaeilable and that the region was required to
import to meet its needs.

Source: Minami Manshi Tetsudo Kebushiki Kaisha, Sogo Chosa HOkoku Sho, 191,
pp. 98-103. Secret.

During this same period, prices of consumer goods, marketed manufactured
goods, and imports rose relatively faster than farm prices, which were now
fairly stabilized. It became more difficult for the farmer to command the
same quantlity of goods with receipts from his farm sales because of the dis-
parity in relative price increases between those goods he disposed to the
purchasing monopolies and those he purchased which were vital for future pro-
duction. This discouraged farmers from supplying more to the market, encou-
raged hoarding, and reverting to production of subsistence crops. What oc-

curred from 1938 on was a deterioration in the terms of trade between city

lMingmi Manshi Tetsudo Kabushiki Kaisha, Manshii Keizai Tokei KihG, Aug. 1943,
p. 46. Secret.
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and countryside. It is very difficult to establish a general terms of trade
index for ali of Manchurie from the prices compiled by the Central Bank of
Manchuria because of the peculiar way prices were grouped and because prices
vere not always available for commodities farmers used as inputs for further
production on the farm; I have taken the liberty of using the calculations of
one Japanese economist who compiled a terms of trade index for an entire hsien
north of Harbin in North Manchuria. This hsien can be considered fairly rep-
resentative of what took place in the north because agriculture was commer-
cialized and linked to markets by railway lines. It possibly shows, too,

that the terms of trade for farmers in the north were more unfavorable than
for those in the south because the north sold at lower prices than did the
central and southern zones (until 1941). The anxiety manifested by economists
and planners over the general decrease in marketable farm surplus indicates
this phenomena to be prevalent for the entire area. This index was compiled
by first computing the prices for farm output shipped from this district to
market (output consisted of soy beans, kaoliang, and millet) and matching
this with a price index for inputs used on the farms (seeds, fertilizers,
hired labor, consumption necessities) which was compiled from household budget

dats. The result was as follows in Table 19.
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Table 19

Terms of Trade Index Derived from Price Index for Farm Output and
Price Index for Farm Inputs for Years 1932-1939
for K'o Shan Hsien in Peian Province

A B C = A/B
Price Index Price Index Agric. Terms

Year for Farm Output for Farm Inputs of Trade
1935 100.0™" 100.0 100.0

1936 150.8 132.6 113.7

1937 170.7 146.6 116.4

1938 159.9 173.7 92.0

1939 180.1 225.3 79.9

*1t is seen that after 1937 the denominator of the fraction rises faster rela-
tive to the numerator of the fraction, which means that the index of farm
prices was rising less than the prices of imported goods and services from the
cities. Any value below 100.0 means that the terms of exchange become more
unfavorable to the farmer-cultivators.

#¥1935 = 100.0, the base year.

Source: Mantetsu ChSsa Buhen, Manshii Keizai Kenkyl Nempd, 1941, p. L7.

Deteriorating terms of exchange, of course, encouraged a further withdrawal
from market activity. As one Japanese economist noted, "The farmers restrict
production of commercial crops when they cannot reallze a fair price for their
produce, and try to realize higher prices by black market techniques. If they
cannot resort to the black market, it seems they return more and more to a
barter economy and produce only those necessities for household consumption.
It is impossible to preventthis by punishment."l

In response to this serious sltuation, Japanese planners sought a remedy
in further tightening of controls with the enactment of the Law of Agricultural
Promotion Cooperative Societies in March of 194C. This system was put into

effect a month later, when the existing rural loan cooperatives and financing

lMantetsu Chosa Buhen, Manshii Keizai Kenkyu Nempo, 1941, p. S1.
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societies were dissolved and their assets and liabilities taken over by new
cooperatives. According to Article 10 of the cooperative law, "the purpose
of the cooperatives shall be to improve and promote agriculture by Joint ef-
fort of members and to further the prosperity of the latter.”l This was to
be achieved by lending money, retaining eny surplus in the form of savings,
selling the crop, collective buying of farm necessities, and common use of
varehousing facilities. Through the cooperatives, it was hoped, farmers
would have an incentive to produce and supply more of what the state required.
But membership was restricied only to independent farmers and landlords, and
to carry on the business of the cooperatives on a national scale the fund
contributed amounted only to thirty million yen ($7,020,000) furnished by

the government. Members were not permitted to buy shares and meke invesztment
and accumulate interest on the property of the cooperatives. As to the save-
ings of farmers within these cooperatives, one fifth had to be put into a
reserve fund controlled by the govermment. These savings were then turned
over to the Central Bank of Manchuria in the form of deposits from which the
government could obtain current cash or be used for purchase of government
bonds. It was the business of the cooperatives to induce the farmers to sell
the 1940 crop without recourse to more extreme measures than afforded by ex-
isting legal statutes. One commentator stated that "farmers will be forced
by circumstances and by police and Concordia Soclety agents to Join the coope-

ratives and deliver their harvests to them and will have no alternative but

lop. cit., W. I. Ladejinsky, p. 332.
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to accept the price the government pays them."1

Desplte appeals and threats
these cooperatives did not expand rapidly, for by July 1943 it was admitted
that only h,277,627 farmers belonged to the Agricultural Cooperative Associa-
tion.2 An estimate of rural population in 1943 places the number around
32,595,000.3

It did not take the Japanese long to realize what was going on and that
tough administrative strictures and controls alone would not do the trick of
encouraging the farmer to part with more of his output at stabilized prices.
In 1941 a committee for investigation of farm production and consumption was
established with the obJective of determining what actual consumption require-
ments were and what stocks could be s0ld. The only snag was to induce the
farmers to part with these stocks. To encourage stock sales, "the government
set a monthly quota of necessaries for each hsien or banner and changed the
quots in relation to the volume of farm crops marketed. Ration cards were to
be issued to the farmers and villagers. In other words, if the farmer did
not sell his crops on the produce exchange at official prices, he could not
buy such manufactured goods as kerosene, cloth, and matches."h The type of

exchange rates set were 15 yards of cloth, 2 bundles of cotton, one pair of

socks, and 2 towels for one ton of agricultural produce purchased at offi-

5

cial prices. This measure was successful only as long as consumer goods

1mbid., p. 33.
20p. cit., Office of Strategic Services, p. 85.

30p. cit., TCPPHIS, Vol. 3, p. 111, Table 3.

kJonn R. Stewart, "Monopoly Control of Agriculture in Manchuria'", Far Eastern
Survey, April 21, 1941, p. 78. -

o0p. cit., TPCCHIS, Vol. 3, Part 2.
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supplies were sufficient to ration in large smounts to the rural populace in
exchange for produce.

At the same time rationing was introduced into the planned purchase
scheme, a system of village collective shipments was adopted where the village
head was advanced so much cash during planting time, and he and the village
vere to make good a certain quota for shipment to market at harvest time.
Village produce had to be shipped collectively and at specified times, Vil
lages that had slready shipped thelr goods were supposed to assist other vil-
lages to make thelr shipments ready. Traditionally, tenants paid their annusl
rents in kind to the landlords according to amounts previously agreed upon. In
order to prevent stocking and hoarding by landlords the Japanese stipulated in
1942 that all tenant rents would be converted to money payments in those cases
where landlords lived ocutside of the village. The finml technique the Japa-
nese employed was quite realistic and considered the importance of economic
incentives; bonuses were paid for deliveries within certain specified perilods.
Premiums, which were supposed to effect speedier delivery of crops, ranged
from ten to twenty per cent of the officilal price dependent upon product and
time of delivery. It was pald directly to the farmers when the crops reached
the designated marketing organizations. In effect, this was merely an advance
over the official prices, but it was introduced in the hopes of preventing
hoarding.

In 1941-1942, the bonus system underwent further changes when instead of
being based on time and actual deliveries, payment was made prior to the har-~
vest of 1 yen for every 200 pounds which the farmers contracted to produce and
deliver to the monopoly. The volume was fixed on the basis of findings made

by the so-called "crop production and sales urging corp" whose Jjob 1%
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was to travel the villages around planting time and investigate production con-
ditions. This became known as the advanced cash-payment system. From their
reports, pre-production marketing quotas were assigned to each village which
assumed the responsibility of delivery quota at a specified market within a
given time. The delivered volume and bonus were adjusted later according to
the harvest. In 1941, the government appropriated 75 million yen ($23,575,000)
for the payment of bonuses on 8,268,250 short tons of farm produce.

Bonus payments brought an upward revision of prices, and it was probably
these expenditures which accounted for the sudden price rise for cereals for
the years 1940-1941 when the indices for soy beans rose from 130.4 to 175.0,
kaoliang from 161.1 to 182.4 and millet from 168.0 to ].96.9.l Since these
goods were exported to Japan, how was thls price rise tolerated? Actually,
the export price of bean cake remained the same even though a bonus of twenty-
five per cent was added to official soy bean prices. The purpose in fixing
export prices was that an increase in the price of bean cake, an important
fertilizer in the Japanese countryside, would have ralsed the price of rice
and created pricing problems. The difference in prices which producers in
Manchurie received and which consumers in Japan paid was made good by an ad-
ditional Manchoukuo government appropriation of 5.5 million yen ($1,289,000)
which vas made good from tax receipts.2

In 1941 the Japenese had a little more success in obtaining the amount
of planned purchases than for the preceding year. The chief difficulties

which still plagued them in their attempts to have the planned purchase

lcr, table on prices earlier in this chapter.

20p. cit., W. I. Ladejinsky, p. 337.



control scheme function smoothly was the shortage and inexperience of per-
sonnel of the "crop production and sales urging corp”". After rationing come
menced in 1940 and controls moved to the village level in order to circumvent
the grain brokers, the Japanese later achieved nearly ninety per cent of what
they expected to acquire in planned purchases for 1942, an amount totaling
around 6 million tons of produce.l For 1943 and 1944 the control scheme
functioned fairly smoothly, and because harvests for those two years were the
largest under the Japanese occupation, the amount acquired from planned pur-
chases were 7.5 million tons in 19%3 and 8.9 million tons in 1944. Two fac-
tors accounted for success in these final two years of operation: (1) The
experience the Japanese acquired in introducing their fixed price-planned
farm produce purcheses was readily utilized. They adjusted controls to con-
tend with current difficulties and devised an incentive program that obviated
some of the onerous features of the fixed price purchase policy. (2) Hare
vests between the years 1939 and 194l were quite good with the exception of
1942. As controls improved, then, slightly larger amounts of produce could
be extracted by the state.

If one looks over the period of price and market controls in agriculture
it is plein to see that such a program in no way disturbed production rela-
tionships. Though some cooperatives appeared, their number was small and
their impact negligible. Rather then devote attention to productivity matters
all édministrative efforts were orlented toward perfecting controls over dis-
tribution channels. Rural loan assoclations had been set up, but the credit

they were capable of providing was exceedingly small. The various technicel

lop. cit., TPCCHTS, Vol. III, Part 2.
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centers built throughout the area had not been permitted enough time to com~
municate new arts and knowledge to farmers. In passing Judgment on agrarian
policy after 1937, 1t is apparent that while severe difficulties were en-
countered in the crucial late years of the first five year plan when farm
surpluses declined, better policing and enforcement of administration achieved
considerable success in the eaerly 1940's. At least, for a couple of years,

the Japanese obtained the planned surpluses they were striving for. What
would have happened if this system had continued without war is quite open to
conjecture. Certainly the problem of productivity would have had to be tackled
and until this was solved little cutput expansion would take place.

How well did control and planning of resource allocation and use enable
the agricultural portion of the first five year plan to be fulfilled? Data
have been mustered to match actual output with planned output as projected in
the revised plan. Following the table for output increase is another showing
changes in cultivation which unfortunately is confined to cereals and omits
important commercial crops such as perills, flax, hemp, peanuts, tobacco,
which received a lot of attention from the Japanese. The final table shows
the performance of the sector from 1942-1945. A table of aggregate output

and aggregate cultivated areas completes the data.
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Iable 20

Comparison of Revised Five Year Plan for Agricultural Output
With Actual Performance

Crops (metric toms)  1937°
1. Rice (includes
upland ang wet.)

Plan 478,748

Performance 689,335
2. BSoya Beans

Plan I, 225,000

Performance 4,352,475
3. Keoliang

Plan 4,263,000

Performance 4,314,694
L., Millet

Plan 3,520,000

Performance 3,226,131
5. Corn

Plan 2,127,000

Performance 2,239,623
6. Wheat

Plan 1,077, 475

Performance 1,125,951
7. Sugar Beet

Plan 135,503

Performance 135,503
8. Peanuts

Plan 8k, 500

Performance 84,500
9. Cotton

Plan 19,6h49

Performance 19,649
10. Flax

Plan 20,284

Performance 20,284
11. Tobacco

Plan 3,192

Performance 3,158
12. Perilla seeds

Plan 122,571

Performance

a.

Kaisha, S6g3 Chdsa HOkoku Sho, 1941, p. 94. Secret.

1938
1,199,400
Th9,902

Iy, 500,000
L,612,305

4,383,000
4,679,941

3,500,000
3,133,855

2,235,000
2,400,2hk4

1,199,400
976,323

194,400
183,586

85,200
22,075
14,917

37,454
29,056

5,676
6,266

100,000
111,337

1939 1940
526, 7T4 584, 370
829,731 708,595
4,650,000 &,800,000
4,014,008 3,430,935
4,396,000 4,566,000
L,Lku3,076 4,942,889
3,650,000 3,770,000
3,0k1,622 3,777,226
2,300,000 2,400,000
2,333,357 2,821,894
1,357,500 1,576,100
892,413 776,593
2l7,000 280,000
241,841 347,569
105,300 127,400
30,296
28,558 39,799
68,840 80,009
56,000 37,000
48,657 54,769
9,900 13,200
17,062 29,3717
140,000 170,000
65,402 46,520

1941
661,835
825,585

5,000,000
3,486,313

4,706,000
5,000,198

3,920,000
3,713,231

2,620,000
3,228,058

1,787,000
842,001
300, 000
14k, 000

W, 705
98, 245**
40,000

17,160

200,000

For years 1937-1941 output data is from Minami Manshil Tetsudo Kabushiki

This 1s for soya beans,

wheat, kaolliang, millet, corn, rice. 1937 output for tobacco, peanuts, sugar

beets 15 from Mantetsu Chosa Bu, Manshi Sangyo Kalhatsu Gokanen Keikaku Jiseki
no Kento narabi ni Senji Tosel Kelzal no Dokyo, 1939. Top Secret.
Ferilla seed output for years indicated is from S.M.R. Co., Sixth Report on
Progress 1n Manchuris, 1939, Dairen.
It ought to be noted that in some cases for 1937 where plan matches actual

performance this is explained on the appearance of the 1938 revised plan and

Cotton and
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Table 20 (Continued)

emerged from the conditions and actual output increases that had occurred

from 1936 to 1937.

as the actual outputs for that same year.
*Figures for revised plan were obtained from Chapter II, Table 2.

¥ofrfice of Strategic Services, Programs

1945, p. 106.

Table 21

Comparison of Revised Five Year Plan for Cultivation
With Actusl Performance

Crops

!hectare!

1.

2.

Soya Beans
Plan
Performance
Keoliang
Plan
Performance

. Millet

Plan
Performance
Corn
Plan
Performance
VWheat
Plan
Performance
Rice
Plan
Performance
Cotton
Plan
Performance

3,054,000
2,613,213

1,422,000
1,418,833

1,218,000
1,216,142

320,004
315,453

101,124

1938

1939

-0

1941

Therefore the revised plan figures for 1937 are the same

of Japanese in Manchuria, Honolulu,

Increase
or Decline

4,087,000

3,869,319 4,008,918 3,723,489 3,522,301

3,410,000

3,223,929 3,777,247 3,922,899 4,169,650

3,270,000

+ 380,000
68,593

+ 135,000
+1,123,643

+ 216,000

3,734,932 2,762,452 3,524,010 3,897,285 +1,284,072

1,640,000

1,533,992 1,763,800 2,057,454 2,434,042

1,559,000

1,288,222 1,350,686 1,040,281 1,033,565

359,025

392,310

430,189

435,000
440,826

183,160

+ 218,000
+1,016,209

+

341,000
182,577

+ 114,996
+ 125,373

82,016
120,000
(Nov!ﬁ3)

Data for cotton obtained from Office of Strategic Services, Progress of
Japanese in Manchuria, Honolulu, 1945, p. 106. -

Data for cultivation for cereals obtained from Minami Manshii Tetsuo Kebushiki

Kaisha, S0gd Chosa Hokoku Sho, 194l. p. 93.

Secret.
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Table 22

Performance of Agriculture for Years 1942-1945 and Aggregate Output

and Aggregate Cultivated Area for Years 1936-1946

Crops (metric tons)

. Soy beans
Perills
Linseed
Hempseed

Peanuts

Kaollang
Millet

10. Corn

11. Wheat

12. Paddy~rice

\O =3 O\ £ 0+

13. Highland rice

1h. Oats
15. Barley

16. Common Millet

17. Plai~tzu
18. Buckwheat

19. Small beans
20. Green beans
21. Other beans

22. Cotton

23. Thread flax

24, Green flax
25. Asla flax

26. Foreign flax

27. Tobacco
28. Sugar beet
29. Others

Grand Total

Source:

Segame seed

Sunflover geeds

1942
3,026,251
k7,356
79,208
34,307
8,799
21,093
6,434
L,75h4,854
3,331,890
3,189,189
693,886
532,h02
L9, L7h
104,016
180,684
56k ,81h
364,916
298,173
116,895
90,637
106,579
72,403
23,073
6,141
66,458
16,969
35,267
205,635

17,553,073

¥Estimated harvest for that year.
Northeast China Resources Investigation Committee, TPCCHIS, Mukden,

t
1943 R g,
3,259,068 3,591,358
48,643 28,6u44
8L,811 62,683
Lo,738 34,257
4,489 3,390
11,261 12,74k
5,165 7,647
5,432,951 5,601,621
3,312,501 3,955,092
3,939,417 4,076,932
392,490 338,537
651,632 698,227
40,93k 35,821
100,349 77,190
230,793 189,345
!+99, 885 Lal 5113
345,250 297,447
259,875 190,528
129,222 114,613
44,980 39, kk2
89,uk2 37,145
70,279 .-
27,346 -
6,008 --
76,869 -
26,41k --
38,886 -
266,006 -
19,938, 70k 19,748,79%

1945 (Jury)*
3,476,72
39,046
78,425
64,875
2,661
10,211
3,256
4,950,659
3,187,378
4,122,523
393,302
755,537
42,936
80,339
11,621
368,499
293,626
112,517
102,791
28,134
6l,685

140,432
10,92k
93,101
46,235
39,330
219,988

18,656,539

Julyé 1947. Vol. 1, Agriculture, Livestock, Forestry, pp. 36-40,

L6k
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Table 22 (Continued)

Cultivated Area

Crops (1,000 hectares) 1942 1943 196G 1945(July)®
1. Soy Beans 3,450 3,192 3,370 3,304
2. Perilla 85 81 59 67
3. Linseed 133 140 130 139
4. Hempseed T3 102 133 149
5. Sesame geed 26 11 9 6
6. Peanuts 20 11 13 9
7. Sunflower seeds 8 8 6 5
8. Kaoliang l&,Q93 )"'y 396 1":518 3,705
9. Millet 3,645 3,846 3,96k 2,954
10. Corn 2,557 3,019 3,182 3,118
11l. Wheat g72 593 526 52k
12. Paddy rice 217 320 326 343
13. Highland rice 60 50 Ly 41
14, Oats 135 123 111 101
15. Barley a7 317 298 190
16. Common millet T48 611 609 hol
17. P'ai-tzu 394 351 302 27h
18. Buckwheat 588 496 Ll 208
19. Small beans 224 piral 146 128
20. Green Beans 112 T1 65 40
21. Other beans 151 121 105 8l
22. Cotton 160 148
23. Thread flax 79 97 116
24k. Green flax 19 13 20
25. Asia flax 59 68 81
26. Foreign flax 55 54 88
27. Tobacco 51 L3 L
28. Sugar beet 29 33 24
Grand Total 19,35k 19, 0L 19,862 17,299

*Compiled by the Regearch Bureau of the Ministry of Agricultural Development
of Manchoukuo.

Source: TPCCHTS, pp. 24-28, 46-L8. Vol. I, Agriculture, Forestry, Livestock.
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Table 22 (Continued)

Total Output and Total Cultivation from 1936-19kkL

Total Cultivated Area Total Farm Output
Year (1,000 hectares) Index (1,000 Met. Tons) Index
1536 13,352 100 16,830 166
1937 1k4,545 104 17,515 104
1938 15,497 111 18,204 108
1939 16,406 117 16,658 100
1940 17,989 129 17,684 105
1941 19,377 139, 18, 6u2 111
1942 19,3948 139° 17,553 1042
1943 19, Ll 19,938
1944 19,842 19,748
1945 17,299, 18,656
1946 13,140° 12, ’160°

8pata for years 1936-1942 from Chosakyoku, Manshii Keizal TOkei Kih3, Aug.
1943, Cultivated data from p. 20; output data from p. 22. Wop Secret.

bgaﬁa for years 1943-1945, TPCCHTS, Vol. I, Agriculture, pp. 46-48, 24-30,
36-40.

CPor 1946, see Chiigoku Shiryo Geppo, Tohoku no Nogyo Kenketsu, No. 61, 1953,
p. 9.

For the plan such products as rice, kaoliang, corn, tobacco, cotton and
flax, output exceeded planned output. On the other hand, products such as
soy beans, millet, wheat, sugar beets, peanuts, and perilla seeds, crops the
Japanese especlally desired to have output increased, fell short of planned
expectations. Tuwrning to cultivation, expansion of sown area for cotton, soy
beans, and wheat, failed to materialize as planmned, but for all other ceresls,
especially food crops, progress in cultivation was quite successful. In 1942
when the second five year plan was launched, with its principal objective
the achievement of self-sufficiency in promoting further economic development
in the East Asia Co-Proéperity Sphere, the emphasis in agriculture was upon
increasing the production for war purposes of soy beans, hemp seed, linseed,

and perilla. The increase of production of foodstuffs and fiber products was
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considered of secondary importance.l With war-time conditions prevailing, in-
creases in production were  sought by extensive exploitation of the land, and
planners pressed for greater quantity of foodstuffs rather than quslity and
encouraged production of crops with the highest productivity per acre.

In aggregate terms, increases achieved in expanding cultivation were
quite impressive, with close to & 4O per cent increase being achleved. For
output, 1t is exceedingly difficult to show any predominate trend. The excep-
tional quantities produced in 1943 and 1944 were more the outcome of favore
able weather conditions than from any decisive steps the Japanese took in
terms of issuing better seeds, promoting better irrigation projects, and es=
tablishing technical stations for the advencement of farming procedures. How
can Japanese egricultural policy be evaluated? Was 1t a failure; were there
limited successes; if so, of what nature?

When indiv.dual crops are examined we find that while some reveal an up-
ward increase in output, others are declining. This 1s due to the special
stress placed on high priority crops rather than any general concern for rais-
ing the total level of output. Since the Japanese planners especially desired
to lncrease output of soy beans, hemp seed, linseed, and perilla, the actual
results from performence show that no remarkable increases occurred for these
crops. There is an increase in foodstuffs, but this might be accounted for
solely by the farmer's shift to farming foodstuffs rather than fibers, oil
seed bearing crops, etc., since little real income could be earned under the
purchasing plan control policy, rationing, and general infletionary conditionms.

To achieve increases in foodstuffs, productivity waseacrificed in order to

1Tp1d., Vol. I, p. 35.
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eXtract greater yileld through expanding the margin of cultivation. TFor the
basic Manchurian crops such as soy beans, wheat, kacliang, millet, and maize,
productivity per hectare of land declined rapidly from 1927 to 1940. The

following table indicates this.

Table 23

Productivity per Hectare of Major Agricultural Crops (Tons)

Year Soy beans Wheat Kaoliang Millet Maize
1957 1.2 T.22 1.8 T4 75
1928 1.29 .11 1.58 1.50 1.73
1929 1.33 1.04 1.61 1.51 1.81
1930 1.27 1.00 1.55 1.k4 1.71
1931 1.2k 1.00 1.50 1.32 1.72
1932 1.01 0.72 1.31 1.16 1.74
1933 1.22 0.83 1.59 1.34 1.68
1934 1.01 0.70 l1.21 0.89 1.25
1935 1.14 1.00 1.38 1.20 1.48
1936 1.20 0.86 1.38 1.23 1.60
1937 1.16 0.88 1.3k 1.21 1.49
1938 1.18 0.74 1.42 1.15 1.48
1939 1.00 0.76 1.31 1.10 1.32
1940 0.96 0.76 1.24 1.06 1.36

Source: Northeast China Resources Investigation Committee, TPCCHTS, July,
1947. Vol. I, pp. 53-5k.

While the Japanese did not tackle the problem of productivity and really
get to the root of the agrarian problem in Manchuria, they did achieve limited
success in the early 1940's of acquiring the quantity and type of output that
they needed for their industrial program. What is quite remarkable is that
this was accomplished entirely through a policy of marketing controls. They
managed to stabilize the level of total farm output, thereby allowing the
state to acquire a fixed share annually (that is, at least for years 19L42-
19kL).

The ability of any state to expand output of agriculture depends upon

three important factors: 1) the undeveloped resources yet to be utilized;



120

2) the quantity and quality of related investment outlay available; 3) the
further possibllities of intensive utilization of land already being farmed.
If output per unit of input of investment (labor and capital) for a unit of
land alreedy under cultivation is less than the output for a similar unit of
land to be brought under cultivation with the same input of investment, it
would pay the state (or farmer) to undertake the latter. Historically, the
practice of reclaiming new land for cultivation purposes has been followed in
Manchuria and the Manchoukuo government continued this trend after 1932 with
its ambitious colonization schemes. The problem is, 1f cultivation did ex-
pand would investments on land already utilized yileld a greater output per
hectare than from newly reclaimed land? The urge to extend cultivation is
alvays stronger when considerable arable land awaits the plough, and it seems
that only when a society is confronted with limited resources does it follow
the course of more intensive development of existing farm land. This is
quite apparent from Japanese agriculture from 1870-1890 (and the increase in
output was quite remarkable), and there is reason to believe a similar course
is being tried in China today as the CCP i1s gradually resorting to this tech-
nique rather than land reclamation, whith it is claimed is expensive and
inefficient.t

Manchuria possessed much arable, yet tillable land under the Japanese
occupation, for the region contained an area which one expert estimated was
greater than the amount of lund avallable for crops in the New England states,

Plus that in New York, New Jersey, Pennsylvania, Delaware, and Maryland, and

1see Ralph Bonwit, "Communist Chinsa's Leap Forward", Pacific Affairs, Vol.
XXXI, No. 2, June, 1958, pp. 164-171. This was made abundantly clear in the
speech by Finance Minister Li Hsien-nien quoted on p. 1l67.
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about twice the amount of land under cultivation in Japan.l This factor en-
couraged the Japanese to follow the route of extensive cultivation. Accorde
ing to a Japanese estimate made by the Manchurian Agricultural Products
Institute in 1936, the total area (excluding the four Hsingan Provinces) coum-
prised of 503,099 square miles. Of this, 38,586,000 acres were of arable
land that was cultivated, and 50,884,000 acres consisted of nop-cultivated
land.2 According to another estimate compiled in 1940 by the Northeast So-
clety of Scientific Techniques, the total amount of cultivated area was
41,480,000 acres, the uncultivated arable land was 40,884,000 acres, while
the remainder of forest, swamps, alkaline land, etc. considered nonarable,
ceme to 84,693,000 acres.23

From the first Japunese estimate no precise meaning can be given to the
term non-cultivated area as to just how much is arable land that can actually
be brought under cultivation. Much of this total was lend highly saline, in-
cluded poor soll, and consisted of regions where rainfall was slight‘.h Fur-
thermore, some was on slopes where forest had been removed and the soil de-

5

teriorated because of erosion. This would reduce significantly the portion

lData teken from the table compiled by Raymond T. Moyer, "The Agricultural
Potentialities of Manchuria', Foreign Agriculture (U.S. Dept. of Agriculture),
Vol. 8, No. 8, Aug. 194k, p. 179.

°Ivid., p. 179.
3pata from TPCCHTS, Vol. I, Table 6, p. 16.

uSee such reports as G. Fenzel, "Report on Forest Regions of Fengtien and
Kirin Provinces, Manchuria", China Lingnan Sci. Journ. 11:539-55; 12:11-28.
Pendleton, Robert L., Ch'ang, L.C. Chen, W., and Hou, X.C., "A Reconmai-
sance Soll Survey of the Harbin Region", China Geol. Survey Soil. Bull. 11,
Peiping. pp. 134.

50p. cit., Raymond T. Moyer, p. 188.
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available for cultivation, but to hazard an estimate 1s difficult. Raymond T.
Moyer projected an estimate of L4l million acres rather than 51 million, and
this agrees favorably with the findings presented in 1940 by the Japanese.
Since from 1941-1944 an additionsl 2 million acres were brought under cultie-
vation, this would leave roughly 39 million acres that could be brought under

cultivation under the rule of the Chinese Communists.



CHAPTER V
INDUSTRY

Many projects in Menchoukuo have been inaugurated as if branch shops
of industries in Japan were being set up. This procedure is certain
to fail as Manchoukuo's human as well as natural resources differ
from those of Japan. Planned economy of the Russian pattern, in
which natural resources rather than the population are the main fac-
tor of development, should be the objective. Everything must be
done according to a predetermined program that has been drawn up
with an eye to the distant future, in order to make the entire sys-
tem of industries thus deviloped a well balanced organic whole in
usefulness and efficiency.

The development of a factory system geared to heavy industrial goods pro-
duction appeared conspicuously late in Manchuria despite abundance and near-
ness of mineral reserves to an extensive, modern transport system. The fail-
ure of a factory system to develop can be attributed primarily to the absence
of any group anxious to try its hand at new modes of production, the diffi-
culties of mobilizing native capital for long term investment, and a weak
internal demand for such output. After 1931 the Japanese quickly demonstrated
thelr eagerness to alter traditional patterns of production; capital was mobi-
lized from domestic accumulations in Japan and transferred to Manchoukuo; a
strong military demand for the region's resources, both in raw and finished
form, quickly asserted itself. In this section we will examine the changing
composition of output and the level of output produced by manufacturing within

the context of anm expanding, changing factory system which was guided by

planning and centralized decision making.

lOriental Economist, Manchuria Industrial Development Corporation, Tokyo,
1938. Quoted from a speech by Yoshisuke Aikawa, "My Views on the Development
of Manchurian Industries." p. 1ll.
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The first section will consider trends in output through the period 1930~
1936, the first five year plan (1937-,1941), and the second five year plan
(1942-1945). The last section will discuss the actual factory system and the

structural changes that took place when planning commenced.

Growth and Performance of the Economy in Industry snd Mining

The two impressive advances scored between 1932 and 1937 were in the
fields of transport and urban construction. In 1931 the railway network ex-
tended some 6,140 kilometers and by 1936 8,336 kilometers of lines covered the
country.l New roads had been built, and many of these filtered into such re-
mote areas as Barga and along the Northern Sungari river. At this date the

number of kilometers covered ran to about 9,000.-2

At the end of 1941l the
length of roads had doubled (18,460 kilometers) since 1936, and railways ex-
tended to 10,735. By 1945 total roads stood at 22,000 kilometers and rail-
ways at 13,700 kilometers. From 1931 to 1946 the length of railway lines had
more than doubled as had those for various grades of roads. Investment and
construction in cities and ports made for ilmprovements, and between the years
1932 and 1945 the total capital investment had increased from 28,867,000 yen
to 145,449,000 yen, of which the SMR financed roughly one half.>

Concentration on external economies was dictated by military and bureau-

cratic needs. A defense perimeter around the region from the Soviet frontier

linternational Prosecution Section (SCAPP), RG98 Army Command, Document 2151,
National Archives, W.W.I. Branch, Washington, D.C. This study was a document
from the USSR showing increase in Japanese {ransportation and communication
between 1931-1945. Original document was in Russian and data was obtained
from interrogation of Japanese personnel.

21bid., Document 2151.

3Mantetsu Keizai ChdsaKaihen, Manshfl Keizai Nempd, 1935, p. 1hk3.




125

in the north to the North China military zone was installed and continually
reinforced with new troops. Urban expansion ceme from demand for space and
housing for the new state's administrative apparatus. The Japanese, perhaps
for political and psycholoéical reasons, fostered efforts to make it sppear
that order, harmony, and peace characterized the daily living of Manchurian
city dwellers. These efforts, it seemed, were more to lmpress the western
powers than to satisfy any aspirations urbanites may have had.l Meanwhile, a
rash of nev companies made thelr appearance as more then three hundred enter-
prises succeeded in acquiring paid up capital of 485,897,500 yen for expan-
sion and production purposes.2 Most of this capital flowed into companies in
the fields of transportation, metallurgy, capital construction, chemicals, and
finance. These new companies were established for the specific purpose of
promoting new lines of business and producing new products, e.g., automobiles,
munitions, rubber products, etc.

The Kwantung peninsula, where Dairen provided the crucial link to world
trade, historically had been the route of Japanese economic penetration into
Southern Manchuria. Northward along the SMR line most of the region's bur-~
gening industrial activity was located. In Dairen there were numerous bean
processing factories, some machine tool shops, firms engaged in ship and trans-
portation building, and many financial institutions. In Anshan, Just off the

SMR line southwest of Liaoyang, stood the Showa Steel Works. In April 1916

lSee Peter Fleming's discussion of the Japanese propaganda efforts to convince

the west that the new state rested on the full support of the people in his
One's Company, A Journey to China in 1933. Penguin Books, 1956, pp. 67-69.

2p3a Keizal Ch3sa Kyokucho, Shine, Manshii Keizai Kenkyl, Kaizo Shappan,
December 1937, p. 287.




126

the SMR secured rights to carry on iron manufacturing there and after con-
tinued experiment in smelting operations had perfected by 1926 a lean-ore

disposition method employing the reduction roasting furna.ce.l

In April 1933,
rights to the Anshan Iron Foundry were relinquished by the SMR to the Showa
Steel Works, which continued to carry out mining and manufacture of pig iron
and steel. Resources were abundant, but much of the iron ore was of poor
quality.

Along the Antung-Mukden line, southeast of Sukiatun, lay the coal and
iron reserves of Pench'il hu. These mines contain rich bituminous coel and
iron ore reserves, low in phosphorus content. Much coking coal 1s produced,
and nearby are reserves of limestone, silica, and manganic ore. North of
Liaoyang on the Dairen to Mukden line stand the coal mines of Yentai, rich
in anthracite coal. To the northeast of Mukden on the Mukden-Meihokuou line
lies Fushun, the largest open seam cosl colliery in Asia. The SMR conducted
its research in liquification of coal and shale here. This region is small
and compact and integrated by railroad lines. Nearby cities and farming com-
munities supplied labor. The convenient location of coal, coke, and iron ore
made it possible (because of savings in transport cost) to build the region's
iron and steel works here as well as other assorted heavy industrial projlects.

In 1932, within Kwantung and along the SMR zone, there were located 4,079
establishments considered as factories (units employing more than five workers
were  termed factories by the Japaneae), of which 754 were owned and operated
by Japanése and 3,250 operated and owned by Manchurians and Chinese.2 Of this

Lrhe Japan Fconomic Federation, The Heavy Industry of Manchoukuo, East Asia
Economic Intelligence Series, No. 3, January, 1940. Tokyo. p. 29.

®Mantetsu Keizai Chdsakai, Manshi Sangyo Tokei, 1932, p. 56.
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total, 1,080 were in Kwantung alone. The total amount of investment came to
242,320,107 yen, of which 154,474,000 or about 63 per cent consisted of Japa-
nese capital. The biggest share of this investment was in Joint-stock com-
pany shares. Of the total value of output from these factories, roughly one
third came from processing of soy bean. The total labor force employed
amounted to 108,906 workers.

By 1934 there were a total of 8,164 factories employing 189,858 laborers
and supported by an investment of 337,553,974 yen.1 This was an increase of
investment over the two years of 39 per cent. By 1936 total number of fac-
tories had increased to 8,521 with investment of 587,730,210 yen and employ-
ment of 227,842 workers.2 Over the five year period, investment had increased
by 249 per cent and the labor force by 250 per cent. The chemical industry
still boasted the greatest share of total productive value created because
soy beans were its principal item. But some changes had started.

Investment in textiles declined, but increased in such industries. Ex-
ploitation of minerals had commenced with reorganization of the mining indus-
try and placing all types of mines under the control of one great corporation.
Military demand for food products encouraged additional investment in food
processing by native mercantile capital. While the labor force expanded more
than 2 1/2 times, the total wage bill only increased from 15,204,069 yen to
h6,h52,959 yen, or a 200 per cent increase. A highly elastic supply of labor

made it possible to hold down wage increases. On the other hand, greater

TMoruzen Kabushiki Kaisha, Manshii no Shigen to Kageku Kdgyd, Tokyo, 1937.
See Appendix, pp. 60-62.

20p. cit., Manshii K6JO0 TSkei, 1936, pp. 2-3. See appendix for more detailed
breakdown on factory data.
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demand for certain raw material and fuel inputs made for an increase in ex-
penditures from 149,819,983 yen to 607,367,299 yen or about a 300 per cent

increase. During this period the Shinkyo wholesale price index rose but six

yer cent.1

Because of considerable slack in the economy (a reflection of idle
resources), large investment outlays did not encourage price riseas. Certain
discrepancies in figures for these terminal years are probably accounted for
by the fact that thé 1932 coverage does not take in all of North Manchuria,
whereas later factory statistics do and are more accurate.

The scale of factory production remained small, with an average factory
employing from ten to thirty.workers. A few large plants had been in opera-
tion for some time, such as Showa steel works' machine tool factory which eme-
ployed 2,331 laborers and produced high precision machine tools,2 and the SMR's
machine tool factory in Dairen, built in 1908 and employing 3,866 workers.
Some nmunitions plants in Mukden employed in the order of 1,000 workers, but
on the whole the magnitude of operation was still quite small. During the
years 1932-1936, the machine tool industry underwent some changes as it ex-
randed its activities in order to supply parts, tools and machines for pro-

duction of vehicles, munitions plants, and transportetion equipment instead

of serving a system designed principally to process agricultural produce.3

IManshikoku Kokushin Kaisha, Manshil Nenkan, 1641, pp. 187-188. This is the
average wholesale price index for fuels, construction materials, clothing,
food, etc. After 1936, the price level jumps from 106.1 to 125.1 in 1937, and

henceforth moves upward rapidly until by 1940 the price level since 1933 had
doubled.

“Mantetsu SangySbu, Manshii ni okeru Kikai Kigu K3gyd mo Geny3, Aug. 1937.
Secret. p. 19.

3Ibid., pp. G4-96.
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Meanwhile the supply of minerals increased as mine output started to ex-

pand.

industry for this early period.

The following table gives the output performance for the extraction

Table 2L
Output of Important Minerals in Manchuria from 1930-1935
(1,000 Tons)

Product 1930 1931 1932 193 193k 1935
Iron Ore 832 964 T 1,042 1,177 1,218 = 1,576
Pig iromn 348 342 368 434 500 623
Sulphuric iron 3 L 3.6 1.7 T.7 9
ILead ore - - - - .3 b
Copper ore .8 - - - - -
Manganese ore .6 .2 .06 .8 T

Gold 1,478 1,121 2kl 668 458 1,595
Coal 10,179 9,124 7,099 9,063 10,543 10,944
Coke 485 419 416 k76 576 703
0il from shale 981 1,245 1,413 2,683 2,131 3,437
Crude oil 48 61 1 87 58 120
Magnesite 29 36 55 T1 79 156
Fireproof clay 5h 35 52 112 79 143
Talc 26 543 inh 62 75 T
Feldspar .5 .9 1.8 5.6 k.0 L1
Limestone 688 55 477 691 636 847
Calcite 1.0 .3 .9 1.2 .2 -

Source: Maruzen Kabushiki Kaisha, Manshi no Shigen to Kagaku Kogyo, Tokyo,
1937. See Appendix, p. Sk,

It will be noted that there is a slight drop in output for years 1932-1932;
after this period of economic depression, output climbs again. Only a few

products decline in importance: copper ore and calcite. Of the total amount
of iron ore mined in 1934, 1,218,000 tons, 975,000 tons were mined from the

ore mines around Anshan. Of the 500,000 tons of pig iron produced in 193%4,
346,730 tons were again produced at Anshan and 153,450 tons at Pench'i hu.
Coal output was 10,543,000 tons in 1934, of which 7,826,000 tons came from

SMR mines in which Fushun alone contributed 7,512,000 tons. For coke, of the

576,000 tons produced in 1934, 357,000 tons came from Anshan and 200,460 tons

1
7
6
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from Pench'i hu. Virtually all oil from shale came from Fushun. Thus the
' expansion of mining output was possible only by more intensive exploitation
of the Anshan-Fushun mines.

At the same time, efforts were belng undertsken at Fushun and the Showa
industrial center to supply more important chemicals from coal. From 1931 to
1936 the supply of pitch increased from 15,891 tons to 19,278 tons; creosote
from 7,281 kiloliters to 12,258 kiloliters; napthalene from 430 tons to 653
tons; coke from 353,767 toms to 419,76l tons; crude wax from 12,640 tons to
23,640 tons.t The increases in supply of petro-chemicals and mineral products
outlined above do not reveal phenomenal change, only a slow, steady forging
ahead in all related fields of metallurgical and chemical activity. While
these achievements were not as spectacular as those in transportation and
urban construction, they reflected a trend of general industrial expansion.

By 1937 internal resistance (in the form of bandit activity) had been
thoroughly disorganized and quelled and the financlal situation improved by
implanting e banking system that effectively controlled credit and note issue.
Meanwhile the SMR had been hard put to supply the funds demanded for new cone-
struction. In order to operate the railroad lines assigned to her, the SMR
relinguished control of its mines and plants to the state controlled joint
stock companies and concentrated on managing the state's transportation sys-
tem. Reorganization of industry and the top layers of administration took
Place so as to introduce more regulation and planning in the economy. The

time vwas ripe for the first plan for rapid economic growth.

IMentetsu Sangyo Buhen, Manshii Keizai Nempd, 1937. Vol. 1, pp. 115-116.
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With the inception of the five year plan, the Japanese commenced care=
fully to observe growth trends in heavy industry. Detailed planning neces-
sitated proper allocation of resources in order to calculate amounts of de-
sired output for domestic use and to supply Japan. To achleve this, accurate
quantification was needed to measure the annual increases in output, trends
in productivity, and expanding productive capacity. For these purposes the
Japenese research bureaus published both absolute figures of output and time
series of indices for individual and groups of industrial commodities. It
is not known how these indices were compiled, what weighting system was used,
and whether problems of changing composition of output, quality changes, and
difference in price level were taken into account. Such omissions do not Jus~
tify discarding these data. If absolute output figures are compared with
corresponding indices for selected commodities, the fit is seen to be quite
good, and this provides some basis for going ahead and using the data.l To
view now the performance of industry as an aggregate whole for the years of
the first plan, the following indices are cited for different categories of
industry, heavy and light. I have retained these groupings which were used by
Japanese economists and statisticlans. The commodities within the various

groups are listed in the following table.

lgee appendix for such comparability of absolute figures with indices.

The table in the statlstical appendix of selected commodity output with core
responding output index fits well with the exception of pig iron, for which
there 1s no doubling of output as cited by the index; this index thus slightly
overstates the growth in output. But such cases are very rare, and on the
whole it would appear that these indices are a reliable indicator of growth
and can be used to carry our investigation further.
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Table 25
A Measure of Growth in Heavy and Light Industry in Manchuria, 1937-1941

Heavy Industrial Sector

Total b Industrial Indust. Heavy Indust.

Year Output Energy® Minerals  Comm.C Rav Mat.@  Index®
1937 100.0 100.0 100.0 100.0 100.0 100.0
1938 116.2 111.5 125.6 133.4 151.2 119.1
1939 126.9 138.3 138.5 126.9 86.0 133.1
1940 13k.2 157.0 149.9 121.2 54.8 1h43.4
1941 155.1. 181.7 167.2 146.0 6h.6 168.3
1942  16hL.0%

*Yéar 1942 cites only index for total output for first six months of that
year.

Year Index for Minerals and Industrial Output
1937 100.0
1938 132.5
1939 128.3
1940 124.6
1941 148.7

Consumer Goods
Year Clothing Food, etc.® Index for Clothing, Food, etc.
1537 .0 100.0 100.0
1938 122.3 97.7 101.5
1939 121.7 91.0 95.7
1940 148.9 77.0 83.1
1941 178.8 73.6 90.1

®These products include coal, coke, electrical power and gas.

bThese mineral products consist of iron ore, sulphuric iron ore, lead ore,
copper ore, limestone, talc, coke, fireproof clay, and magnesite.

CIndustrial commodities are iron ore, steel and steel products (vearing,
rolled steel, tubing, etc.) parrafin wax, sulphur, ammonla, alcohol, creosote,

dolmite, glass, soy bean cake, cement. Thus, chemicals are included with con-
struction materials.

d"I‘his; index consists of cotton and silk thread. Actually this should be in-
cluded with consumer goods, but since these indices consist of commodities
vwhich are used for specific purposes the Japanese authorities included these

twvo types of thread among industrial products. They may have been used for
military purposes.

©This index is for all groupings from energy through industrial raw materials.
fClothing consists of wool, cotton, serge, wool thread, and woolen cloth.

8These products are paper, salt, wheat flour, soy bean oil, and tobacco.

Source: Chosabu, Mansha Keizai T8kei Kihd, Top Secret, August, 1943, p. 33.
All munitions, and other military items, are excluded from the above.
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The growth rate shows a remarkable ten per cent per annum rate of growth
for total industrial output (54 commodities are listed, covering a wide
assortment of goods). This compares favorably with Soviet growth rate figures
which show an increase in the area of ten to twelve per cent per annum. Tak-
ing mineral and heavy industrial products alone, the growth rate is a little
over eight per cent per amum, while for the output of energy sixteen per
cent was registered. The large rate of increase for the latter is accounted
for by the fact that for electrical power we begin with a very low base figure,
and because the bulk of hydro-electric plants was installed after 1937 the in-
dex rises rapidly. For mining, few new products made their appearance and the
base year was not abnormally low because the industry was an old one in Man-
churia. The general index for consumer goods was pulled down because of the
decline in food output (s decline in amounts of bean products and flour),
while the increase in textile products was quite as remarkable as that scored
for energy output. The heavy demands placed upon that industry by the mili-
tary and the preferential treatment it received when war commenced enabled
increases to take place. Of course, the emphasis on energy, mineral, and
heavy industrial production reflects the preference of the military for this
type of production as opposed to one of favoring consumer goods.

Some explanastion is required for the decline in industrial products for
years 1938-1940 when the index declined from 133.4 to a low of 121.2 and then
shot upwards again in 1941 to 146.0. The statistical study did not allude to
why this decline occurred, but an examination of the time series for different
individual products within this group points to a possible answer. Fram 1938
to 1939 the decline in absolute output for individual steel products such as

tubing, ingots, blooms, cement, sulphur, alcohol, antimony, and crude oil was
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enough to drag the aggregate index for manufactured products downward. Dif-
ficulties were met in steel production because of a shortage of coke supply.
Coking reserves were located at Pench'i hu, but they were not of sufficient
quality to be used for steel production of an amount desired by the planners.
Firms had instead to turn to the mines in Northeast Manchuria at Mishan and
Hao-kang for coke to make up the deficit. However, these mines were distant
from the centers of steel production, there were persistent labor shortages
because of the difficulty of inducing labor to migrate to that remote area,
and insufficient capital had been introduced to make the mines operate ef-
fectively.l Besldes scarcities of critical raw material inputs, there must
have been other bottlenecks created by the failure to acquire necessary capi=-
tal equipment for steel production. Labor turnover, especially among skilled
workers, would also make for a slowing-down of operations. All of these fac-
tors interacted. Which was the more powerful and reinforced these bottle-
necks is difficult to say.

For cement, sulphur, antimony, alcohol, and crude wax similar difficul-
ties were encountered. Labor shortages were created by a decline in workers'
real wages and this encouraged them to leave theilr Jjobs to retwrn to the
villages or to seek higher real wages elsewhere. Certaln technological d4if-

ficulties, frequement mismanagement, etc., also contributed to the occurrence

lToyosa.ki Minoru, "Manshikoku K3gy8, Sotetsugy® no Hattatsu Sei", Manshikoku
Keizal no Kenkyfl (Editor, Horie Tsuneo), Nihon Hyoronsha, 1942, p.

From 1937-1948 there was a decline in cosl production (production dropped
from 10,340,000 in 1937 to 9,998,000 in 1938 in North Manchuria). To account
for this Mr. Shigeki of SMR branch office in Shinkyo said, "The reason for
lack of development in coal mining is due chilefly to geographical conditions,
the underdeveloped character of transport, scarcity of labor, vagaries of

weathgr, etc.; these are the reasons why production has been restricted."
p. 218,




135

of these shortages. Between 1939 and 1940, however, decline is less apparent
and some products such as cement, sulphur, antimony, and crude wax are on the
increase. Soy beans declined because of a fall-off in marketable surpluses
(this has already been alluded to in the chapter on agriculture). In chemi-
cals, failure to obtain specified machines and equipment held up output. But
by 1940 and 1941, when most of these difficulties were partially corrected,
all commodities in the index were again moving upward with the exception of
s0y bean cake, steel wiring, wax, pitch, alcohol, and antimony. But now the
rapld increase in other products sufficed to pull the index upward.

For textlles alone, production difficulties plagued that industry in
the early years of the plan but by 1940 output was increasing. One study of
the textile industry pointed out that the output decline between 1938 and
1939 was due to the shortage of raw cotton from North China and a decline in
imports from the U.S. Thils caused most plants to operate far below capacity.l
Particularly distressing for the Japanese was the very large labor turnover;
because the composition of labor, 50-T0 per cent of the workforce being women
and male workers who were unskilled agricultural workers, labor turnover in
this industry was unusually severe. By 1940 normel trade ties with North
China were resumed, and all raw cotton surpluses in North China were exported
to the textile mills in South Manchuria. Increase in output after 1939 was
possible because, giveﬁ adequate raw materials, firms could operate closer to
optimum efficiency and at nearly full capacity. Firms were further assisted

by enforcement of labor controls, which helped to reduce high turnover.

lMatguhima Eimio, "Manshu BOsekigyo no Shomondai”, Manshi Keizai Kenkyu
Nempo, 1941, pp. 379-4OL.
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Now that the character of growth under the plan has been examined, did
actual industrial performance concur with the original plans of the planners?
In other words, how successful were the Japanese in fulfilling their objectlves
on the industrial front over the course of the five year plan? The official
claim is that T0-80 per cent of the first five year plan was achieved. Kisghi
Nobusuke, Minister of Commerce and Industry in the Tojo Ministry, inspected
Manchuria in the summer of 194l and stated that "what would have been completed

over the period of five years would require one or two more years."l

Mr.
Kishi's statement is not precise and i8 not easily quantified, but evidence of
performance can be marshalled to match planned targets and in this way some
idea of plan fulfillment can be learned. This has been done in the following
table. Only eighteen products were selected because it was impossible to

add others due to lack of either planned or actual output data.

lop. cit., Manchoukuo Year Book, 1942, p. 183.
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Because of ambitious planning, actual coal and iron-steel production
were far from planned targets. The same held true for fuels such as gasoline,
heavy oil, etc., obtained from liquification of shale. The latter process,
though expensive and difficult, was used by the Japanese because of the suce
cess the Germsns had achieved in their chemical industries. It was continued
through the war at Fushun only because war time conditions enabled the effort
to be heavily subsidized. The event of the Pacific war and the fallure to
produce significant amounts of fuel from shale forced the Japanese to depend
entirely on oil from South East Asia; oill from shale in Manchuria was never
produced in amounts sufficient to satisfy domestic consumption. Before 1937
little had been done in'Manchuria to refine ores, and capacity for this was
only built after that date so that actual output slumped far below planned
targets. For electricity, targets were surpassed after 1940 when projects
along the Yalu and Sungari rivers commenced to generate power. Though efforts
were made to increase aluminum output because of its lmportance to the air-
plane industry, the heavy capital input requirements and a long gestation
period meent little output in the early years. As late as 1944 a plant was
being built at Antung, which indicates that expansion of certain strategic
var-time projects was continued in Manchuria right through the war. This could
be done because the area suffered very little from direct combat and aerial
bombardment. Because only a few products have been examined we cannot com-
ment accurately on whether the plan was fulfilled 70-80 per cent; these
figures are probably correct if the plan is considered in its totality.

While output performance is of interest as a measure of economic accom-
plishment, further productive performance rests upon the capacity built.

Though this is a difficult thing to measure and is subject to wide varistions
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in human judgment, we present the following estimates of progress in expanding
industrial capacity as compiled by the Chinese natural resource commission

with the aid of Japanese experts.

Table 27

Progress in Expansion of Industrial Capacity for the
First and Second Five Year Plans for Selected Commodities (1,000 Tons)

The Origi- * Revised Capacity
nal 1937 Planned Planned Capacity at Prior to

Product Capacity Capacity Capacity end of 1941  8/15/45
Pig Iron 850 2,530 4,350 2,050 2,52k
Steel ingots 580 2,000 3,550 580 1,330
Steel materials 400 1,500 1,700 675 798
Iron ore

a. high grade 709 1,590 2,990 2,590 3,100

b. low grade 1,768 6,150 5,600 5,600 L, 700
Coal 11,700 27,160 31,110 28,300 25,591
Electrical power 554 1,40k 2,570 1,11k 2,lh15%

(negawatts)

a. hydro-elect. 590 1,240 100 619

b. thermal 554 81k 1,330 1,01k 1,796
Alcohol 12 57 57 N.A. 29
Aluminum L 20 30 10 15,
Magnesium .5 3 1 2
Salt 33k 974 910 1,050 883
Soda ash 12 T2 72 6l 72
Ammonium sulfate 202 k52 N.A, 2ko
Paper pulp T0 120 300 131 110

%Includes 700,00 KW installation not completed.
bIn 1941, capacity doubled.

*Planned capscity for first five year plan. This is the original plan.

Source: TPCCHIS, Vol. l-b, p. 46, and pp. 1Lk2-145.

While it cannot be denled that there was a notable expansion in productive
capacity, nevertheless the revised plan to increase capacity expansion greatly
proved to be a failure. With the exception of thermel generated electric
pover, soda ash, and electrical power the resulis as late as the summer of
1945 showed that for most industrial products the actual construction of plant

capacity had not measured up to the expectations of plammers. The results
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actually attained correspond well with the original plan for capacity increase
which reflected a more sound appraisal of existing conditions. War induced
revision of planned targets for capacity made for unrealistic demands on the
industrial system.

The capacity of any plant is a very flexible concept and subject to wide
error in estimation; thus capacity and the actual production forthcoming from
that plant can and usually are entirely two different things. For example,
a8 the steel and iron industry evolved after 1937 it became apparent that
vhile actual production of iron ore and coke production as a per cent of ac-
tual capacity was quite high, production of pig iron, steel ingots, and other
steel products as a per cent of actusl capaclty was considerably lower (except
1943 which was the high point of production in the iron and steel industry.)
For the remainder of the period, output of iron and steel materials as a per
cent of capacity is in the vicinity of 31-77 per cent . An imbalance was as-
serting itself within the industry, for while the raw material production
stage was operating at a high ratio of output to capacity, further down the
line in the actual fabricating stage more capacity had been created than was
actuslly being utilized. This meant that considereble capital in the form of
open hearth furmaces, cranes, mechanical conveyances, etc. was idle and not
fully used because some vital input was lacking. As mentioned earlier, it
vas suggested that delays in coke shipments might have accounted for the key
bottleneck. The following table shows the relation between capacity and ac-
tual production in the Manchurian iron and steel industry from 1942 to August

1945, the years when the industry was most developed under the Japanese.
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Table 28

Relation Between Capacity and Production in the Manchurian
Iron and Steel Industry from 1942 to August 19hS

(1,000 metric tons)

*Capacity Output Capacity Output Capacity Output Capacity Output

Mr/yr. Mr/yr. as % MD/yr. Mr/yr. as %
Product in 1942 of Cap.in 1943 of Csp. in 1944 of Cap. 8/1945  of Cap.
1. Iron Ore 4
over 40% FE) 2,175 69 2,591 82 2,321 i} 2,145 N.A.
less LO% FE) 2,239 bl 2,811 51 1,437 26 5,500 N.A.
2. Ore Con- 1,074 53 1,078 53 N.A. N.A. 2,030 N.A.
centration
3. Coke Making 1,995 T1 2,182 78 1,662 59 2,800 N.A.
L. Pig Iron 1,38 53 1,710 68 1,159 46 2,524 N.A.
5. Steel In 738 55 843 63 439 33 1,330 N.A.
Ingots
6. Semifinished
Steel 509 51 TTh 7 396 Lo 1,000 N.A.
T. Finighed
Steel 458 50 486 53 282 31 910 N.A.
8. Rolled
Steel 8,3k40 3l 8,482 32 12,700 L8 26,500 N.A.

*Metric tons.

Source:

Industry, 1931-1945.

Ann B. Rasmussen, The Development of the Manchurian Iron and Steel

p. 7.

A thesis presented to fulfill requirements for
Certificate at the East Asian Institute, Columbila University, 1955.

The iron ore mines, especially those of higher grade ore, were thoroughl

utilized (if not for domestic production of plg iron and steel, at least to

export to Japan).

The coke production industry was operating at 70 per cent

and above capacity in an attempt to obtain the necessary coking coal for iron

and steel production, while the remainder of the industry operated far below

full capacity.

but for a different reason.

This situation prevailed in the electrical industry as well,

By 1945 Manchurian electrical industry could

generate over three billion kilowatts of electrical power, far more than was
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required for the number of existing plants. Planning the construction of
heavy capital-absorbing industries such as iron and steel which are to be
supplied hydro-electric power is indeed difficult because of the indiscreet
and lumpy character of investment that must take place. Yet our above two
cases are somevwhat different. While more capacity to generate electrical
power had been generated than was demanded, for steel this was not so. There
was excess steel producing capacity, yet it could not be used to meet the
increased demand for more steel products for military consumption. Because
of inadequate plamning and faulty production at lower stages of production,
important imputs were non-available to put thils capacity to full work.

In 1942 the second five year plan had become a reality. Output of rolled
steel, pig iron, and iron ore in 1942 was to be nearly doubled by 1946. The
plan, though patterned closely to the first, stressed inter-regional coordina-
tion and expansion of more heavy industrial products, since Manchuria was
required to become self-sufficient in order to provide for herself. Suppo-
sedly, she could no longer rely on Japan to supply her. The following table

glves the second five year plan and actual performance until August 15, 1945,
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Table 29

Second Five Year Plan and Actual Performance Until August 1945
(1,000 tons)

Product 1942 1943 194k Aug. 1945
Coa (l)

Plan 27,500 31,450 35,780 40,230

Prod. (2) oli,169 25,320 25,627 -
Steel ingots

Plan 88L 1,184 1,263 1,275

Prod. 738 8l3 439 -
Ordinary Steel & Prod.

Plan 517 589 606 726

Prod. 466 Lol 295 -
Iron ore
~ Plan 5,340 6,680 7,440 8,790

Prod. 4,413 5,408 3,758 -
Pig iron - ] v

Plan 1,390 1,560 1,760 1,960

Prod. 1,340 1,710 1,159 -
Electricity (1,000 KW)

Plan. - - - -

Prod. 3,700,000 4,475,000 4,450,000 -
Lead

Plan 9.1 11.0 12.2 12.2

Prod. ) - 11.2 - -
Aluninum (&)

Plan - - - -

Prod. 7.4 8.6 7.6 -
smmmm(3)

Plan - - - -

Prod. 154 92 - -

{1]Sata for planned output, Cf. Tzu Yuan Chi Ch'an Yeh, Tung-Pei Wu Tzu
T'ao-Chieh Wei Yuan Hui, Vol. 2, Oct. 1947. Table 12, p. T1.

(2)For actual performance of such products as coal, electricity, iron ore,
pig iron, steel ingots, ordinary steel products, Cf. Edwin Pauly, Report
on Japanese Assets in Manchuria, July 1940.

For output of sulphur see Chdsa Kyoku, Manshi Keizai Tokei Kiho, Aug.
1943, p. Ll.

For output on aluminum production, Cf. M.V, Fomitcheva, Qcherki Ekonomich-
eskogo Stroitelstva Na Severo-Vostoke Kitaya, Acadamy of Sciences, U.S.
S.R., Moscow, 195G, p. 24.

(3)
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Because of the paucity of data, the products cited are fev in number; yet it
is plain that fulfillment of the second plan was very much the same story as
in the first plan: over-ambitious target setting in conjunction with limited
financial resources and unanticipated bottlenecks in production and distribu-
tion prevented full accomplishment of the plan. Financing difficulties were
explicitly stated as constituting a limiting factor for sustained expansion
of the second five year pla.n.l 1943 waé the peak year for output in iron and
steel. Further additions to capacity were mede at the plant in Anshan in 1942
vhen two 600 ton mixers, a 4,300 ton active mixer, and six 150 ton tilting
ladles with the open hearth furnace made for an expansion of steel ingots in
1943. The No. 1 steel plant and No. 2 plant at Anshan were both equipped with
soaking pits, ingot strippers, changing machines, ladles, cranes, etc.

Up until now we have been primarily concermed with the supply side. In
what manner were heavy industrial products distributed throughout the economy?
Teking coel first, Manchuria exported roughly 50 per cent of her coal output
in 1929 when of the 9,960,000 tons produced 4,010,000 were exported. But ex-
ports of coal dwindled because of world depression, and after 1937 they con-
tinued to dwindle because domestic demand exceeded international demand. Of
the 24,168,670 tons produced in 1942, only 1,931,400 were exported.2 The all-
time high of 25,626,705 tons produced in 194l saw only 2,294,000 tons exported.

Manchuria's coal requirements increased tremendously during the war as the

le. Tzu Yuan Chi Ch'an Yeh, Tung-pei Wu Tzu T'ao-chieh Wei-yuan-hui, Oct.
9k7, Vol. 2, p. T1.

2 Edwin Pauly, Report on Japanese Assets in Manchuria to the President of the
u.s., July, 19467 See especielly the section on coal production.
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economy was geared essentially to maintain present production levels to meet
military demand. The largest amount of domestic output went as fuel for the
transport system which annually consumed around six million tons. Four mil-
lion tons were allowed for generul consumption because of the severity of the
climate. Industry consumed another 3.5 million tons, and finally the mili-
tary took 2.5 million tons and 1 million tons went as fuel for the thermo-
electrical industry. Thus a very large portion of annual coal output was
used Just to feed the existing industrial machine.

Taking 1943 as the high point in pig iron production, we can see how pig
iron was distributed. In that year 1,710,209 tons were produced. Of that
amount 771,600 tons were required for steel making within Manchurie and an
additional 224,792 tons were given over for public consumption,l making a
total of 996,392 tons domestically consumed, or about 60 per cent of total
output. The remainder was exported to Japen (657,272 metric tons) and con-
sumed by the Japanese army (56,602 metric tons). Actually, the amount of pig
iron exported to Japan declined from 723,555 metric tons in 1942 to 587,252
metric tons in 1944, The loss of merchant marine capacity undoubtedly ac-
counted for this decline.

Before 1940 about 75 per cent of the total generating capacity of elec-
tricity was confined to a wide strip adjacent to a line from Dairen through
Mukden to Hsinkyo (Changchun) which at the same time included the major indus-
trial area of Manchuria. The reason for this was that since generatlon of
electrical power depended on-thermo generation, coal reserves and coel mining
vere essential, and thus were located in the same zone. After 1940 a new

lIbid., Cf. section on iron and steel.
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trend became evident. The Yalu and Tafengmen area became the sites for new
hydro-electric projects, and these were linked with associated distribution
networks for new industries which were built at the time.

A weak link in this industrial complex was the undeveloped character of
the machine tool or metel working industry. This may have been one of the
chief retexding factors causing periodic slowdowns in growth of industrial out-
put in the late 1930's. This was never admitted in the Japanese economic
studies of industry, although they recognized its importance for industry.
Yet, it will be recalled that little provision was made for this industry in
the first plan (Cf. Chapter III) because of the reliance on Japan as a source
of supply. The poor way in which this industry was integrated with the re-
mainder of heavy industry contributed greatly to work stoppages. These break-
downs stemmed from an inadequate supply of machines, the inability to make
proper replacements, and difficulties in sustaining plant expansion because
of a shortage of parts, etc. The core of the machine tool industry was in
Mukden, Anshan, and Dairen. From what is known about the structure of this
industry, Mukden and Anshan supplied the industries in thelr locale, particu-
larly munitions plants and arsensls in Mukden. 1In Dairen the shops were
fitted to take care of repair and replacement of ocean transport and servicing
the railroad system. It is interesting to note that few if any industrial
plants had their own machine tool shops for repair and experimentation, but
vere more or less dependent upon some main supplier. A  Soviet scholar
writing of this period observed that,

Nearly all munitions production in Manchoukuo was said to be linked

to the machine tool industry. Not one enterprise had workshops to
ensure a complete cycle of production. There were no factories for
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machine tools for agricultural workers and none_ produced equip-
ment for the extractive and textile industries.l

In the field of light metals there were mineral surveys and construction
of light metal refining plants after 1937 and on through the war years. 1In
Fushun, where abundant bauxite reserves were located, an sluminum plant was
constructed under the auspices of the Manchurian Light Metals Company to mine
and process alumina shale. While another plant wes bullt in Antung in 194k,
it was unable to contribute very much to the war effort. Though great expen-
ditures were made in an attempt to increase aluminum production for aircraft,
output averaged only 7,500 tons annually. Rare minerals such as molybdenum,
lead, zinc, copper, etc., were mined, and sulphate of ammonia and sulphuric
acid for fertilizers and explosives were produced. As previously mentioned,
these efforts were organized under the direction of large holding companies
such as the Manchuria Lead Company, the Manchuria Ammonia Sulphate Company,
the Japan-Manchuria Magnesium Company, etc. There was little economic justi-
flcation for most of these enterprises except under war time conditions when
rising costs meant little to the state. This was especially true for liquifi-
cation of fuels from coal shale, aluminum, sulphate and sulphuric acid pro-
duction, which vere conducted at a terrific loss.

An important part of total output not mentioned yet are actual products
of war: explosives, munitions, weapons. Data of these goods are unavail-
able, so that there is no way of telling to what extent resources were tied

up along these lines. It certainly must have been considerable, however.

lM.V. Fomitcheva, Ocherki Ekonomicheskogo Stroitelstve Na Severo-Vostoke

Kitaya (A Study of Economic Development in China's Northeast), Academy of
Sciences, U.S.3.R., Moscow, 1956, p. 26.
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As to industrial performance in general, Prof. Jones has perhaps summed it

up best when he remarked that,

The Japanese had built up in Manchuria an industrial potential which
was far ahead of anything which existed elsewhere in Eastern Asia,
exclusive of Japan herself and of the Soviet Far East. They had
given primary emphasis to production for war purposes even before
1941, and some of the industrial and mining enterprises were uneco-
nomic 1f judged from the standpoint of ordinary peacetime competitive
costs. Furthermore, they had very largely integrated Manchurian in-
dustry to that of Japan. In the main, Manchurian minersl and metal-
lic products were exported for manufacture or for finishing in Japa-
nese factories. While unskilled labor was drawn mainly from the
Chinese coolie population of Manchuria and North China, the manage-
rial and technician groups were exclusively Japanese. Thus the
collapse of Japan would in any case have largely disrupted Manchurian

industriael economy and China is too backward in industrial develop-
ment to take Japan's place.l

Structure of the Factory System

The policy of "one company and one industry" which was introduced in
1933 represented an approach to industrial development in which segments of
industry would progress on the basis of individual company efforts and suc-
cesses. Unless effective coordination at top government levels unified va-
rious companies under a scheme of industry growth, advance was likely to be
Jerky and certain branches of industry might get out of step with one another.
Moreover, heavy industrial development demanded some integration between sup-
rliers of raw material inputs and stages of fabrication. The adherents within
the Kwantung Army of a segmented policy of the "one company and one industry"
were hard put to justify their position when their superiors demanded greater
output and better performance in 1936-1937.

Idihiere. KanJl of the Kwantung Army General Staff invited Aikawa Yoshisuke

to Manchoukuo in 1936 to discuss the possible reorganization of Manchoukuo

lggL‘cit., F.C. Jones, pp. 165-166.
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heavy industry. As a vigorous entrepreneur, Alkawa had successfully buillt up
the Kuhara Mining Company and then during the First World War shrewdly pur-
chased a series of foundaries, warehouses, and miscellaneous plants and equip-
ment at depressed values with capital acquired from sale of new stock to
the general pu.blic.l The holding company he established from this was fi-
nanced by wide sale of equity shares to buyers. Aikawa did not restrict share
capital to a few selected holders, but introcduced the notion of 'Open Kon-
zern', a technique of financing which Japanese financiers had borrowed from
Germany. This company became the famous Nissan works.

As & young men Aikawa had visited the United States and hed been greatly
impressed with the integrated, mechanized, and standardized production tech-
nilques of Henry Ford and Company. After traveling over Manchoukuo and observ-
ing numercus factories at work he proposed to the Kwantung Army General Staff
a program for mobilizing the region's resources and rapidly industrializing
Manchoukuo. This naturally necessitated the reorganization of Manchoukuo in-
dustry by bringing heavy industry into vertical and horizontal integration
under the aegle of a single holding company. This would end the 'unilinear'
development of Manchuria's resources by firms in Japan which controlled ad-
joining firms and plants specializing in specific products in Manchoukuo.

In Ailkawa's words, then

In Manchoukuo as in most other places the lineal system has been

in use up to now, and the iron, coal, aircraft, and automobile

industries, for example, have been established haphazardly and

without the maintenance of an organic relationship amcng them.

If we were to apply this system 1t would give Manchoukuo the sta-

tus of a mere branch shop with Japan as the center of the indus-
tries concerned, and first class men would not go to Manchoukuo.

lop. cit., RG 98 Army Command, Document 579, pp. 1-21.
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Furthermore, the industries there have to be operated on much the
same scale as in Japan, and that scale would prove entirely too
small for such a vast country. If business were on this limited
basis, it is natural that the amount of Japanese capital attracted
here should be appreciably smaller than for a business having its
headquarters in Japan. In fact, it is not swrprising that indus-
triel development in Manchoukuo thus far has moved at a snail's
pace. It is my opinion that for Manchoukuo the lineal method must
be discarded and that the vast natural resources must be developed
on a scale commensurate with the huge size and character of the
country. The Japanese insular notion, which is based on past ex-
perience alone, will not be suitable in this instance. 1In the
political, economic and all other fields, Manchoukuo must have its
own progrem based on 1ts special needs and characteristics.l

The great holding company to accomplish this reorganization was to be
called Mangyo. Immediately Matsuoka, President of the SMR Company and Miya-
saki Masayoshl, Soviet-trained head of the Nichiman Zaisei Keizai Kenkyl Sho
(a research organization of the SMR) opposed the idea.2 Miyesaki was in fa-
vor of a Jjoint effort by interests in Japan and Manchuria to develop produc-
tive capacity of automoblle, airplane, steel, and coal Industries with an

investment outlay of 220 million yen.3

After considerable dispute General
Sugiyams, then Minister of War, and other important personages threw their
support behind Aikawa's proposals which already had the backing of General
Ishihara Kanji. By 1938, Mangyo was a reality and industry was reshuffled to
bring it into stride with demands of the revised five year plan. Decisions
of where to locate industry within Manchoukuo, how to raise investment funds

from different sources, and what type of capital construction to undertake

lop. cit., Manchuria Industrial Development Corporatiom, 1938.

2p1kawa Yoshisuke, “Manshii Keizai Shihai no Kee Pointo", Bessetsu Chisei,
December, 1956, pp. 188-200. An issue devoted to secrets of Showa history.

31bid., p. 195.
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were fraught with debate between army factions.l Two groups contested one
another. The extremists, anxious to expand out of Manchoukuo into North China
and unoccupied Inmmner Mongolia, urged large scale Japenese participation to
build heavy capital construction and industry within Manchoukuo. This was to
be done rapidly, irrespective of duplication, waste, or strains placed upon
Japan. The moderate group, which feared the power of the north and wished to '
consolidate gains recently won in Manchoukuo, desired a more reasoned and
carefully thought out policy of industrial location, planning, and investment.
At first the moderate group won out but new conflicts precipitated by the ex-
tremists gave it no cholce but to orient itself toward the extremists' aims,
and between 1939 and 1941 Japan vas compelled to contribute greatly to capi-
tal formation in Manchoukuo.

In this same period the Manchurian factory system underwent conslderable
expansion.2 The total number of factories increased, of course, for in 1936
there were 8,521 factories of which 8,427 were operating, and by 1940 there
were 13,169 of which 12,729 were in operation. Ownership of factories changed.
Between 1936 and 1938 there was a decline in factories owned by Japanese which
stermed from elimination of unused, inefficient copacity and the reorganiza-
tion of plaents on a more integrated basis. Still, idle capacity continued to
prevail in some industries such as textiles. Between 1938 and 1940, however,
the number of factories under Japanese control increased from 1,215 to 1,875.

General economic expansion induced an expansion in the number of indigenously

lop. cit., RG 98 Army Command, Document No. 3318. This particular document
highlights a debate between Gen. Sugiyama and Kawasaki on financing of Mangyo
in a speclal meeting of the Budget Committee.

25ee appendix for table of number of factories according to branches of ine-
dustry and tabulated according to ownership (1935-1940).
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owned factories also, for in 1936 6,976 were in existence and by 1940 this
number had increased to 11,181.

Idle capacity was more prevalent among Manchurian owned factories than
Japanese because more of these establishments depended upon agriculture, were
highly seasonal, and for those in textiles the Japanese textile firms received
priority of scarce raw cotton supplies. Most of this idle capacity was in
textlles and soy bean processing plants. It will be recalled that in this
year there had been a considerable decline in marketed farm produce. This
accounted for idle capacity in the bean processing industry. Import reduc-
tions of cotton also made it difficult for textile producers to operate at
full scale.

Most factories cqntrolled by Manchurian capital operated on a very small
scale. Large scale units were run by the Japanese, and these contributed a
greater output value, consumed a larger volume of raw materials and fuels,
and employed the greatest percentage of workers. If one examines the system in
August of 1940, of the 719 factories in Manchoukuo proper (Kwantung excluded)
457 employed 20-50 workers, 183 employed not more than 100 workers, 3% employed
not more than 200 workers, and only 19 employed more than 300 workers.l Un-
fortunately, this factory survey is not complete, for plants producing steel
and war armaments, govermment operated plants, and electrical enterprises were
excluded, and mining and fuel industries were also omitted. Over half of the

factories surveyed employed less than fifty workers and most of these were

IManshii Romu Kyokukai, Manshil K5J5 Chosahd, 1940, pp. 24-25. A detailed
table is presented in the appendix.
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in food processing, fibers, machine tools, and chemical (mostly bean process-
ing) industries. As to location, 372 were in Mukden Province, Antung con-
tained 85, Pinkiang possessed 74, and Kirin had only 59. The core of the fac-
tory system was still in central Manchuria with most facilities located toward
the south.

Factories in different industries have already been ranked according to
gross output velue, investment, and employment changes between the years 1932-
1935. 1If this approach is extended to 1940 it 1s readily seen that the trend
manifesting itself in these early years becomes more predominant during the
years of planning. The following teble ranks industry according to gross

value product and investment for the years 1936-1940.

Table 30

Ranking of Industry According to Total Output and
Investment (1936, 1938-1940) 1,000 yen

1936
* *
Industry Gross Value Output Investment
1. Chemicals 195,651 97,599
2 Food Proc. 179,754 97,870
3. Metallurgy 117,362 65,224
L, Textiles 110,047 £3,026
5. Miscell. . 65,669 98,961
&. Machine Tool 50,168 36,012
7. Ceramic-Con. 29,183 52,519
8. Wood Products 26,299 12,640
9. Paper & Print. 13,466 8,881
10. Electrical 8,540 46,86k
11. Gas 4,753 8,233
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Table 30 (Continued)

1938

Industr Gross Value Output Investment

I Food Processing 292,961 156,273

2. Textiles 202,723 201,063

3. Metallurgy 190,921 88,438

4k, Chemicals 156,118 118,753

5. Miscell. 86,663 106,663

6. Wood Products 54,809 4k ,050

T. Ceramics & Const. 49,044 bl 7ha

8. Machine Tool L7,715 73,388

9. Paper & Print. 22,120 31,527
1939

Indust Gross Value Output Investment

1. Fog% Process. 367,561 267,167

2. Metallurgy 365,220 386,420

3. Chemicals a5hk,122 185, k21

4., Textiles ‘ 2k9,978 185,290

5. Miscellaneous 146,304 196,753

6. Machine Tool 83,900 241,985

7. Ceramics & Con. 80,897 75,950

8. Wood Products Th, 684 47,221

9. Paper & Print. 34,502 16,702

10. Gas L, 446 17,418
1940

Industry Gross Value Output Investment

I Metallurgy 190,461 485,830

2. Food Processing 384,691 282,281

3. Chemicals 319,194 219,054

L. Textiles 2k2,748 202,658

5. Miscell. 233,k27 138,981

6. Machine Tool 161,890 225,373

T. Ceramics & Const. 118,462 120,345

8. Wood Products 86,617 46,970

9. Paper & Print. 551, 7722 29,182

10. Gas 5,413 6,099

*Values henceforth are cumulative.

Source: For 1936, Manshu KoJo Tokei, pp. 46-60; for 1938-1940, Manshikoku K530
Tokei, pp. 2-15. Metallurgical industry includes light metal processing, pig
iron production, steel products, bolts, nuts, etc. Ceramic & Construction in-
clude cement, brick, talc, glass, magnesite, limestone, etc. Chemicals include
processed bean products, wax, pulp, industrial chemicals, coke, fireproof brick,
rubber materials, etc. Food processing includes soya sauce, alcohol, miso, flour,
sugar, livestock products, fishing products, etc. Chief miscellaneous items
contributing to high gross value output are tobacco and tailoring. Other pro-
ducts include matches; bamboo, paper products, etc.
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Soy beans and derivatives, artificlal fertilizer, and mineral oil make
chemicals rank highest in gross value output for 1936.l But by 1938 food
processing Jjumped to first place as gross investment nearly doubled. Great
demands for food products for the military and export induced native capital
to move into the ranks of suppliers. The rise in investment outlays indica-
ted the desire as well as ability of native capltal to move to highly profi-
table activities when they arose. However, between 1939 and 1940, while
gross value output for food processed goods remained constant, there was a
fall-off from 386 million yen gross investment to 282 million yen. Probably
state monopoly purchases of farm products at fixed prices and the resulting
decline in farm surpluses accounted for this gross investment decline.

Textiles, which ranked second in 1938, dropped to fourth in 1939 because
of failure to operate at peak capacity and numerous shutdowns. Metallurgy
ranked third for the years 1936 and 1938, moved to second in 1939, and finally
to first place in 1940 where it probably remained until the end of the war.
Machine tool products still ranked low (number six for most of the period)
and though investment outlays doubled between 1938 and 1939 they declined
again after 1939. Ceramics, paper and printing, and wood products industries
remained in similar rank grouping, and erratic investment changes took place
for some industries such as paper and printing. The drastic decline in gross

investment in paper and printing from 1938 to 1939 is questionable and the

figures may be in error.

11 have deliberately neglected to add the value added data for factorles in
1932 because the situation had not varied greatly by 1936. Chemicals ranked
first with food processing second. Cf. Manshi KoJjO Tokei, 1936, p. L.
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Messuring industries according to gross value has limited use because
both variables, price and output, must be considered. In Manchuria the price
component was important and underwent great change after 1937. For the
period 1933-1937 the average price level for consumer goods and producer
goods rose only twenty-five per cent, but between 1937 and 1940 the price
level nearly dou.bled.l Prices of metals, construction materials, and fuel
were more easily and effectively restricted (because of tight price control
in industry) than for agricultural products and consumer goods (a phenomena
deplored by govermment marketing associations). Thus for metallurgy to have
ranked first in 1940 would have meant a large output increase in order to ac-
count for the sudden rise in gross value product simply because metallurgical
product prices lagged behind those of wage goods. This is probably what oc-
curred. Resources were diverted to producer goods production relative to

those of consumer goods by virtue of the state's deliberate planning and con-

trol policy.

1he general commodity price index stood at 125.1 in 1937 (1933 = 100) and by
1940 it had climbed to 225.7. Cf. TPCCHTS, Vol. 19, p. 20.



CHAPTER VI
LABCR

The hard facts of Manchurian soclety are that because of the present

social relationships in the countryside there has been a direct in-

crease in the rate of labor turnover in modern industry; with a shor-

tage of consumer goods which has caused a decline in agricultural

production, with a trend toward self-sufficiency on the farm, and

with a general rise in prices it 1s exceedingly difficult for labor

to maintain its present living standards. These factors complement

one another and make for a problem of low labor productivity and

create difficultires for economic control.l

No discussion of economic development can be complete without some com-
ment on the role of labor in the process of industrislization. When a soclety
moves away from dependency on agriculture toward production of commodities re-
quiring processing of raw materials and periodic steps of fabrication by as-
sorted gapital for market, it does so by virtue of transforming a significant
portion of its agricultural population intc a steady, disciplined, and skilled
labor force. Economic historians have neglected study of the process and pace
by which such changes take place (the emphasis seems to be alweys on capital
accumulation), and for Asia scarcely any mention is made at all of these is-
sues. The purpose of this chapter is to examine the evolution of an indus-
trial labor force in Manchuris and some of its predominant characteristics.
In regard to the latter, discussion will be directed first toward such matters
as slze and distributlon of the workforce according to occupation, age compo-
gsition and the extent of none-married and married workers. In considering the

formation of an industrial labor force, something must be said sbout the

source of labor and the nature of migrational movements of people into

lMantetsu Chdsa Buhen, Manshf Keizai Kenkyl Nempd, 1941. See the article by
Yoshio Satoru, "Sen)i Tailseika no ManJin Rodosha no JGotai", p. 355.
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Manchuria from North China and elsewhere. This leads directly into an exami-
nation of how labor recruitment took place and the varying degrees of commit-
ment of labor to modern modes of production. In considering these sets of
issues, some picture of how the Manchurian labor force came to be and its es-
pential attributes will become clear; the type of work force the Japanese
bequeathed the Chinese Communists and the problems of labor control and orga-

nization they may be expected to face will also be clearly delineated.

Chief Characteristics g£ Manchuria's Labor Force

Before 1935 the only fairly reliable data available on labor was that
provided in publications compiled by the Kwantung administration in the Kwan-
tung leased zone. These data are fairly accurate, and coverage 1s quite
extensive. For example, one finds figures on number of factories, workers,
distribution of workers according to types of factories, nationallty of work~
ers, age distribution of workforce, wages according to skill and nationality,
and some mention of workers' conditions for those with and without dependents.
From 1936-1937 the research bureaus of the SMR conducted surveys of the re-
glon's physical and human resources, and this naturally entailed a study of
different industries, their historicai development, and available manpower
both rural and urban, skilled and unskilled. The intent of these surveys was
to determine the actual size of the labor force, where additional labor might
be recruited, and the existing possibilities of expanding the labor force in

the future. These research findings were classified secret and became the

basic bullding blocks from which the Japanese army planners constructed their
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industriel plans.l After 1937 other organizations made their appearance and
commenced to publish raw data concerning labor conditions, the influx of labor
into Manchuria, wage rates, rates of turnover, cost of living indices, etc.
Some excellent studies on labor problems under the first five year plan found
their way into print.2 Finally in October of 1940 the national census of
Manchoukuo was undertaken by the govermment, and it provided the most accurate
breakdown to date of the workforce and its size. Similar results were pub-
lished as early as 1938, but the 1940 census was far superior and more com-
plete in its tabulations and coverage; over time, statistical collection and
compilation improved.

According to the October 1, 1940 census report, the total workforce num-
bered 20,949,225 out of a population of 41,080,907 peoples.3 Unfortunately
we are not provided with the age limits for this workforce; it is stated that
the number of men totaled 17,042,936 or 81.0 per cent and the women 3,906,289
or 19 per cent. The workforce was distributed according ot occupation and by

nationality as follows.

lFor a discussion of policy toward labor under a planned economy see Keizal
Chosabu, Manshu Rodo Tosei Hosaku, Nov. 1935. Secret. For an assessment of
where unskilled and skilled labor could be recruited, the demand and supply
conditions for labor under the five year plan, and projections of labor scare
cities for certain branches of heavy industry, see Chdsabu, Rodo Bumon Kankei
Shiryo, Dec. 1937. Secret.

2cf. op. cit., Yoshio Satoru, Kasai Mitsuo, "Manshii ni okeru K5 Kogyd R5d3sha
no Rod3jiken", Manshi Hydron, October 5, 194O.

3s6mucho Tokeicho, Manshil Teikoku GenJid Jinkd Tdkei, October 1, 1940. Secret.
. 1.
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The dubious character of the data for 1938 and 1939 in addition to the fact
that only three years are covered make it impossible to talk about trends.
However, from the static picture we have of the workforce for the end of the
1930's we can note some interesting things. The major portion of the workforce
was still engaged in agriculture, for if the industrial labor force is said to
consist of mining, industry, and transport, we note that the aggregate number
of workers came to 1,653,135 or only 7.9 per cent of the workforce (1940).
Certainly this 1s a small portion indeed.

Another point of interest 18 the large number of people in commerce. It
is a common feature of many backward areas of the world today to have an in-
ordinate amount of resources tled up in distributing channels which makes for
wasteful, inefficlent allocatlion of resources. For example, one well placed,
large retail establishment could serve a wide area of a city and thereby dis-
pense with the hawkers, vendors, and peddlers that are invariably categorized
as belng engaged in commerce. As to employment in the bureaucracy, this is
not surprising since a new state bent on expanding its industrial base and
supporting a large military force requires large numbers of civil servants for
regulative and administrative purposes. The distribution of gainfully occupied
population according to natlonality shows the special status the Japanese man-
aged to acquire. Their largest number was in the government and then in manu-
facturing and commerce; thus they were in a position to hold the reigns of
political and economic control though their absolute number was small. Koreans
on the other hand were employed in similar occupations held by the Chinese and
Manchus, with the greatest portion confined to agricultural activities and
then in commerce. The bulk of workers in mining and manufacturing consisted

of Chinese workers.
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Excluding transport, communications, and mining and considering only the
industrial workers engaged in factory employment, it is seen that not only was
the number smsll and the distribution of factories and workers according to
province strikingly unéven, but a sizeable number of factory workers were
still in light industry although the number of laborers in heavy industry
(cement, metallurgy, machine tool, chemicals) rose rapidly after 1937.l The
period 1936-1940 is sufficiently long to make some speculation about trends.
As for location, the core of Manchuria's Industrial plant system was located
in Mukden Province around Mukden, Anshan, Fushun, Pen-ch'i hu, Liao Yang, and
Hai Ch'eng, an erea containing rich coal and iron reserves and the region's
only iron and steel works. One finds here also one half of the ceramics, ce-
ment, and construction industries, virtually all of the machine too} industry,
the transportation industry, over half of the chemical industry, and the grea-
test share of the flber and textile industry. The remainder of factories re-
slde around Chinchow, Antung, Kirin, and in Kwantung, while in North Manchuria
light industry such as food processing, straw braid, hides, and bristle pro-
duction is located around Harbin in Pinkiang province.

Of the total 45,223 workers listed in factories through 1940 to August
of that same year, 52 per cent or 23,785 could be considered still in light
industry (fivers, textiles, paper and printing, hides, hair and leather, straw
braid, food processing) and the remaining 48 per cent or 21,438 were in what
might be called heavy industry (or those branches of industry requiring con-

siderably more capital per worker and which produce capital themselves). But

1gee appendix for table on number of factories amnd workers distributed accord-
ing to region and type of industry. Again, we must remember that a portion of
metallurgical industry and those related to war time needs are omitted.



16k

this figure is somewhat deceiving. For within chemicals the Japanese included
those firms processing the soy bean, and while many of these derivatives were
ugsed as fertilizers, much was also used as food. Therefore the actual figure
would be somewhat less than 48 per cent, how much so is hard to say. Come
pared to the situation in 1936 when 69 per cent of 16,786 workers were in
light industry and only 31 per cemt of 8,91l engaged in factories in heavy
industry, a distinct trend is visible toward expanding heavy industry. Over
the five year period, the number of factories and workers in heavy Industry
substantially increased.

In 1940, of a workforce in factories which totaled 45,185, about 56 per
cent of its number or 25,360 were born outside of the region, in China, while
41 per cent or 18,542 workers were born in Manchuria.l This left 3 per cent
or 1,283 workers who were born in Kwantung. It is clear that the largest
share of laborers had immigrated to Manchuria from China. We also have some
indication of the number of independent and married workers, for of a total
of L4775 workers examined, 53 per cent of 23,764 were married; ummarried worke
ers totaled 47 per cent or 20,711, The women in the workforce were mostly mare
ried women, and only 16 per cent or 875 were ummarried, while 84 per cent or
4,723 had spouses. As to the number of hours worked in the factory, about S0
per cent of the workers worked a 12 hour day while 31 per cent worked between
10 and 11 hours per day.2 The following table indicates the number of workers

according to age groups, and this is further broken down according to sex.

lManshi Romu Kyokoku Kai, Manshi KoJo R6d6 Chosa Sho, Feb. 194l. Secret. p. 10.

2Tpbid., p. 13.
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Table 32

Age and Sex Distribution of Industrial Workforce

Age Grouping Number of Workers Men Women
15 and under L5325 9%) 2,378 ( 6%) 2,055 (36%)
16 - 20 12,459 (28%) 9,977 (25%) 2,482 (Lh%)
21 - 25 7,325 (16% 6,895 (18%) k30 é &)
26 - 30 6,982 (15% 6,762 (17%) 220 ( 4%)
31 - 35 5,101 (11% 4,920 (12%) 181 3%;
36 - ko i,007 ( 9% 3,810 10%; 97 ( 2%
L1 - 50 3,468 ( 8%) 3, 366 8% 102 ( 2%)
50 - 59 1,154 ( 3%) 1,110 ( 3%) uy ( 1%)
60 and above 257 ( 1%) 250 1%) --
Total §5,1852 39,568 5,017

8A probable error of 38 for this figure.
Source: Manshu Romu Kyokoku Kai, Manshii K6j0 R6d0 Chose Sho, 1940. Secret.
Feb..1941, p. 11.

From the above table it is apparent that the bulk of the workforce falls be=-
tween the ages of 16 and 30 years, with women predominating in the 16 to 20
year group. Most women worked in ceramics, fibers, textiles, and food pro-.
cessing Industries.

Turning from industry to mining, let us carry out a similar examination
of that workforce with regard to birthplace of workers, age grouping, etc.
About 67 per cent of the workforce was in coal mining, 19.1 per cent in iron
ore mining, 10.6 per cent in gold mining. The remainder were in light metal
mining (lead, zinc, sulphur, etc.).l Most of the mining industry was located
near Mukden, but some iron ore and gold mining were conducted in the far
north, especially in Sanklang and Heiho Provinces. The largest share of miners
vere Chinese, and roughly 45 per cent of them came from Hopei and Shantung

Provinces in North China.2 For the mines of Fushun, Anshan, and Pen-ch'i hu

ltn3sabu, Manshii Kézan RG35 Gaikyd Chdse Hokoku Sho, Nov. 1939. Secret. p. 13.

2Tbid., pp. 33-3k.
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in South Manchuria, most miners were recruited from the immediate vicinity of
Mukden Province, but in North Manchuria about 60 per cent of the miners had
migrated from Shantung, Hopel, Shansi, Honan, Kiangsu, and Anhwei, while 37
per cent came from the nearby provinces of Sinkiang, Mutankiang, and Pinkiang%

For the number of family and non-married workers and thelr age distribu-
tion the data is not aggregated for the mining industry, yet some insight can
be gained if a fairly representative mine 1s selected for study. The Fushun
collieries, one of the first mines opened and exploited because of the abun-
dance of rich deposits of bituminous coal lying at the surface, have been
studied by the SMR research staff ever since it began operationms. Of the
32,875 workers employed at this mine in early 1937, only 36.2 per cent or
11,927 laborers were married and supported families; 63.8 per cent or 20,948
vere independent. Their age distribution, according to an investigation com-
pleted in December 1937, ran as follows.

Table 33

Age Distribution of Miners Employed at Fushun Collleries ia 1937

Age Distribution Number of Workers Per Cent.
20 and under 1,524 .29
20 - 25 6,705 18.88
25 - 30 9,041 25.46
30 - 3 7,907 21.1k
35 - ko 6,297 17.73
ho - b5 3,257 9.17
45 and above 1,181 3.32
Undetermined - -
Total 35,512 100.00%

Source: Chosabu, Manshu Kozan Rodo Gaikyo Chosa Hokoku Sho, July 1940.
Secret. p. 37.

 rbid., pp. 33-3b.
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The largest number of workers fell between the ages of twenty and thirty-five
years of age. This was not the case for all mines, however, for in the Nanman
Kogyo Kaisha (South Manchurian Mining Company) about 2 per cent of the work-
force was under twenty years of age, and at Pen'ch'i hu 13 per cent were_under
twenty years of age. But these are the only two exceptions, and Fushun repre-
gsents a fair average of the age distribution of miners in the Manchurian
mining industry.

A lsrge portion of the Manchurian workforce migrated to Manchuria from
North China. Probaebly this was more pronounced in mining and railroad con-
struction than in heavy industry because of the need for large numbers of un-
skilled workers capable of working under arduous work conditions. In much of
heavy industry, notably steel, workers were recruited from the immedliate area,
probably a device to reduce labor recruitment costs. One finds in addition a
large proportion of non-married workers between the ages of sixteen and thirty-
five working in factories and between twenty and thirty-five working in mining,
which reveals a basis for some potential instability in the labor force. The
worker in his twentlies, especially if he has no responsibility, can be a very
mobile agent. Workers with family responsibilities have their mobllity re-
duced. Discussion of labor mobility and likely committment to industrial em-
ployment will be postponed until the next section. From the above, 1t can be
concluded that the chief characteristics of this labor force were that it con-
sisted principally of migrational workers, of a relatively young age, most of
them without dependents.

An important question, vital to an understanding of the productivity of
a workforce, is what percentege can be considered skilled and technicians? In

other words, to what extent did the Japanese train this workforce and create a
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corp of technicians to man and operate heavy industry? This question is

quite important when we move to the Chinese Communist period, for an answer to
this question can possibly suggest reasons sbout the character of recovery in
that region after 1949. Did the Chinese Communists have the pick of skilled
workers and techniciens to rebuild Manchurian industry and thus aid in the en-
largement of this segment of the workforce later, or were they confronted wlth
such crucial shortages of skilled and experienced workers that a period of con-
siderable training had to elapse before technicians were sufficient to initiate
industrial recovery?

According to a study in 1937l the SMR research bureau (Chosabu) antici-
pated a severe shortage of upper grade technicians for such industries as elec-
trical, metallurgical, chemical, and engineering works to make for a deficlt
of 312 technicians in 1937, 118 in 1938, 69 in 1939, 383 in 1940 and 652 in
1941 (4o include Manchurien as well as Japanese technicians). Upper grade
technicians would most likely consist of managers, engineers, etc., although
this term is not made explicitly clear in the text. For lower grade techni-
cians, (technicians, foremen, accountants, etc.), similar shortages were ex-
pected, and they numbered 2,428 in 1937, 187 in 1938, 24 in 1939, 391 in 1940,
and 613 in 1941. No shortages in sgriculture were expected since demand was
not great and training for such personnel did not require much time. On paper
anyway, shortages 1n skilled personnel were expected, yet no indication was
made of how future supplies of such talent were to be produced. Informstion
is available on the number of graduates from colleges, technical schools and

middle schools in Manchuria from 1939-1942 so that a glimpse of the flow of

1Chbsabu, Rodo Bumon Kankei Shiryo, Dec. 1937. Secret. pp. 137-140. This sur-
vey vas based on demands stemming from the original first five year plan.
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skilled personnel available to the workforce for the latter years of the five
year plan 1s possible.

Table 34
Actual Number of Graduates and Expected Number of Gradustes from Colleges,

Technical Schools, and Middle Schools for Mining and Menufacturing Employ-
ment for Years 1939-1942

Institution Machine Metal- Elect- Chem. Ceramics Mining
Institution Ind. lurgy ricity Ind., & Fuel Ind. Total
I CoIIeges
1939 Lxpected 324 - 120 145 - 282 883
Graduated 58 - L1 33 - 40 175
1940 Expected 425 99 356 206 5 8L 1,2k2
Graduated Th 19 60 37 - 19 115
1941 Expected - 126 - 11 20 76 1,334
Gradusted 64 22 56 27 3 21 197
1942 Expected 227 55 191 76 10 33 669
Graduated 99 19 93 52 5 38 306
2. Tech. Schools .
1939 Expected 885 - 286 186 - 241 1,604k
Graduated 137 - 96 41 - 28 303
1940 Expected 235 b2 548 421 13 77 2,068
Gradusted 168 6 96 76 2 16 366
1941 Expected  1,47h 6l €67 659 L3 302 3,420
Graduated 240 9 110 83 6 W7 505
1942 Expected 633 90 116 230 1k 155 1,559
Graduated 305 20 212 110 9 77 49
3. Middle School
1939 Expected 1,975 - 1,050 507 - 1,400 L4,95h4
Graduated 909 - 311 262 0 138 1,622
1940 Expected 3,284 32 1,406 887 0 289 5,943
Graduated 622 2Ls 1,753 802 - 957 6,172
1941 Expected 3,635 70 1,k20 1,359 166 488 7,299
Graduated 622 L 265 178 18 103 1,206
1942 Expected 1,746 102 2,k11 371 9 392 4,073
Graduated 987 27 891 182 5 223 2,330

Note: 1939, 1940, 1941 include Manchuria and Kwantung. 1942 1s for Mesnchue-
ria only. Graduates for transport and military production are excluded.
Source: Chosabu, Sogo Chosa Hokoku Sho, Vol. 2, 1941l. Secret. pp. 214-215.
The number of graduates increased from 1939 to 1940 but their number de-
clined after that date. This would be explained by the war's harsh demands

on all availablle personnel so that the number of people for tralning would be
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drastically reduced. From the above data it would seem that the educational
system scarcely provided the number of techniclans a rapidly growing heavy
industrial system required. In 1940 it was estimated that an all time high
of 13,340 technicians had been trained, of which 694 could be considered pro-
ducts of colleges and universities, thus possessing tralning equivalent to
that for engineers; the remaining 12,646 came from middle and technical
schools.l This figure includes technicians for agriculture and transport,
although no mention is made of that number moving into military production.
It is hard to hazard an accurate guess of the‘total number of techniclans who
were in Manchuria in 1945; probably the number was not much over 20,000 and
this estimate, while it includes technicians of all grades, seems a little
high. Unfortunately we have no figures for the number trained within the
individual Joint stock companies, for certainly this source cannot be over-
looked.

From the beginning of Japanese rule, the educational system in Manchuria
did not expand rapidly, for by February 1939 primary school enrollment, con-
sisting of children ages seven to fifteen, totaled only 1.5 million. The to-
tal population of this age group at this time was about seven million. The
number of students in middle or normal schools was about 50,000 for that same
year and students in higher education totaled 3,800.2 Only a small start in
education had been made, and clearly universal education was not at all a

reality. Up until 1937 the Japanese showed little interest in creating a

1chosabu, Sogd Chosa Hikoku Sho, Vol. 2, 1941. Secret. p. 213.

2Waller Wynne, Jr., The Population of Manchuria, International Population

Statistics Reports, Series P-90, No. 7, U.S. Government Printing Office,
Washington: 1958. p. Lk,
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trained indigenous labor force. With the five year plan, however, it was
quickly decided to increase the enrollment in the Manchoukuo school system
and speed up the numbéf of graduates.l

These frenzied, hasty measures resulted in producing people of low
caliber skills and training. Instead of spending four or five years in train-
ing, an engineer now received instruction allowing him to complete the progfam
in two or three years. To conserve facilities, classes were held out of doors
or in school dormitoriee to use all available space because of classroom short~
ages. Some technical schools were set up on a temporary basis where training
could be provided to additional workers needed to satisfy the demand to fill
a recently constructed plant now ready to operate. The social science curri-
culum was virtually eliminated, and the emphasis was devoted entlrely to
sciences and mathematics. Students completing the accelerated, streamlined
courses recelved specilal certificates indicating their training, skill, and
the position they could fill.

Too, there must have been little incentive for many graduates, for most
opportunities for advancement in industry were denied them because the Japa-
nege administrators adhered to the policy of keeping top positions of manage-
ment for their own personnel recruited from Japan. Very few of the corp of
indigenous skilled technicians ever filtered into this portion of industrial
menagement, though many were able and did £ill the lower echelons; even here,
however, their number was not conspicuously large. Most of the graduated
technicians and engineers entered heavy industry, while in mining it was ack-

nowledged the skills of the Manchurian-Chinese workers were not very highly

lop. cit., R3d5 Bumon Kankei ShiryS, p. 16k.
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valued.l Because of the large number of unskilled vworkers needed in mining,
only a few Japanese managers were required and these were not selected on any
educational merit basis, but on their ability to handle workers. It was up
to them to pick those head coolies to manage groups of workers, recruit them
vwhen needed, and distribute wages.

After 1941 the quality of educational training deteriorated end the num-
ber graduating dwindled. No major achlevements in creating a large reserve
of this type of labor were scored after l91+l.2 The chief emphasis seemed to
shift at this time away from skilled labor demands to unskilled labor, since
great amounts were required in the fields of transport, construction, and re-
placing workers absorbed by the military. Voluntary youth brigades were or-
ganized to alleviate these scarcities and after 1938 targets were set for the

number of youths to be mobilized for industrial work, etc.

Sources of Labor

The approach used thus far, though static in nature, has permitted us to
examine the labor force in Manchoukuo from a number of important angles. This
has produced some interesting conclusions about the workforce, but now it is
necessary to introduce the dynamic element of evolution of an industrial labor
force and consider such questions as where labor was recruited, the conditions
giving rise to migrant laborers entering Manchuria, where these workers went

to live and work upon their arrivel in Manchuria, and the period of stay on

lop. cit., Manshu Kozen Rodo Gaikyo Chosa Hokoku Sho, p. 46,

20p. eit., Programs of  Japan in Manchoukuo, 194%4. The section on labor
(broadcasts from Manchoukuo and Japan monitored by the 0.S.S. in Hawaii) makes
no mention of training the labor force. The main emphasis was to find enough
labor to undertake reclamation, colonization projects.
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on the job before returning to their families or seeking other forms of em-
ployment. This knowledge will provide the basis for understanding about
recruitment and committment of industrial labor to modern modes of production
in Manchuria.

In the past, the regions watered by the Sungeri river in Central and
Northern Manchuria were slmost exclusively inhabited by the Manchus and non-
Chinese peoples.l When, in the mid-19th century, the Manchus opened up the
land for colonization so as to acquire more revenue for the imperial treasury,
Abbe Huc wrote:

The Chinese rushed upon them like birde of prey, and a few years

sufficed to remove everything that could in any way recall the

memory of thelr ancient possessors.

T~us as the Chinegse filtered into South Manchuria and northwards they trans-
planted the customs and farming practices of North China into the developing
villages. Soon the number of Chinese outnumbered the indigenous Menchus.
Again referring to Huc, he noted that toward the end of the 19th century,

It would be vain for anyone to seek in Mantchouria a single village,

that is not composed entirely of Chinese. You may now traverse

Mantchouria to the river Amur without being at all aware that you

are not traveling in a grovince of China. The local coloring has

become totally effaced.

The trickle soon became a torrent when during the 1920's, over a span of

several years, about a million Chinese migrants crossed into Manchurla. The

reasons for movement out of North Chinese were numerous, and isoclation of any

1c. walter Young, "Chinese Labor Migration to Manchuria', Chinese Economic
Jourpal, Vol. 1, July, 1927, p. 61k.

2pbbe Hue, Travels in Tartary, Thibet, and China, Vol. I, Chicago, 1898.
p. 107.

3id., p. 107.
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particular factor threatens to obscure the complex inter-related factors at
work. The Japanese researchers for the SMR attached considerable importance
to population pressure in the North China villages. They estimated that the
population per square kilometer for Shantung was as high as 242 persons, and
1l

in Hopel 203 persons. This is considerable when contrasted to Japan at that
time when the average was 181 persons per square kilometer. Populetion den-
sity undeniably limlted economic opportunity in North China agriculture. When
such difficultles as military conscription, banditry, periodic famines, and
civil war became more common in the life of the North Chinese agriculturalist,
these deplorable conditions encouraged an exodus to the north where there was
land, opportunity of employment, end relative stability. The railroad con-
struction under way, expansion in mining, and opportunity to take up farming
on unreclaimed arable tracts of land 1n central and northern Manchuris were
the powerful inducements that stimulated s more rapid rate of migration. In
describing the migrational movement of the 1920's, C. Walter Young wrote that,

They have come in most cases to take up new lands north of Mukden,

some along the line of the Supingkai-Teonan railroad line, and

along the section opened during the summer of 1926 from Taonan to

Teitsihar. Hundreds flocked north as far as and beyond Tsitsihar,

north of the Chinese Eastern main line; thousands crowded into Har-

bin to distribute themselves still further north into the newly

opened lands adjacent to the new Hulan-Hailin line and especially

to the east toward Pgranitchnaya. Other thousands went east from

Changchun on the Kirin-Changchun line, some to continue into teﬁ-

ritories adjoining the newly opened Kirin-Tunghua Railway area.

The migration of Chinese from Shantung and Hopei attracted considerable

Lantetsu Chosabu, Manshu Keizai Nempo, 1939, p. 318.

299_. cit., C. Walter Young, p. 621.
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attention and study by the Japanese.l Because of general economic expansion,
there was little fear by civilian authorities that the immigrants could not
be absorbed into some form of employment, but anxiety was expressed as to the
ability of the transport system to carry these hordes north at a rate rapid
enough to prevent their accumulating in the debarkation centers and swelling
the ranks of urban unemployed, thus creating social and public health problemé.
Japenese and Chinese authorities accurately recorded the arrival and depar-
ture of these migrant workers. From these records we can show the trend of
net immigration from 1924 to 1943.
Table 35

Reported Migration of Chinese to and from Manchuria (1923-1943)
(In 1,000's. Includes migrants to end from Hsingan Province and the western
part of Jehol Province, areas not now part of Manchuria. As only a relatively
small number of Chinese migrated to end from these areas, the numbers in the

table may be taken, for all practical purposes, as representing the migration
of Chinese to and from the present area of Manchuria. )

Year Net Migration Imigration Emigration
1923 1T L3 287
192k 259 kg2 233
1925 318 533 215
1926 306 oy 299
1927 843 1,160 317
1928 693 1,074 381
1929 L5 1,045 601
1930 259 748 489
1931 6 467 IS
1932 -85 41k 499
1933 122 619 Lg7
1934 251 €91 4o
1935 25 520 495
1936 -9 358 367
1937 65 362 297

lThe SMR publications and statistical accounts are too numerous to relate.
One of the most succinct and lucid accounts, however, was that of the Kelzai
Chosa Kal, Manshi no Kurii, 1933, pp. 1-94% (The Manchurian Coolie).
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Table 35 (Continued)

Year Net Migration Immigration Emigration
1538 293 576 2

1939 707 1,157 450
1940 661 1,619 958

1941 386 1,206 820

19k2 79 1,486 707

1943 1,125 1,266 141

Source: Waller Wynne, Jr., The Population of Manchuria, International Popula-
tion Studies Report Series, P-901, No. 7, U.S. Government Printing
0ffice, p. 20.

During the decade of the 1920's the high point reached was a net migration of
843,000 people in 1927, and this number gradually tapered off until 1932 when
emigration exceeded immigration. Slack markets and low agricultural prices
making for decline in incomes and rising unemployment caused thls. Unrest
and regional disorder from Japanese military penetrations also persuaded la-
borers to return to their villages where they could find greater economic and
social security. Again in 1936 immigration dropped nearly forty per cent when
the Kuomintang government started to curtail movement of people from North
China to Manchuria; the number remained low throughout 1937, the year of the
outbreak of the Sino-Japanese war. Net migration commenced to pick up again
in 1938 as the demand for more workers encouraged the recruiting of free labor
from the North China provinces, until finally in 1943 there was an all time
high of over one million laborers that entered Manchuria.

While it is of interest to speculate about the reasons causing migrant
workers to break with their native areas and move to a distant area to settle,
aspects of migratory movements seldom explored are what happens to the immi-
grants once they settle; what occupations do they select; do they continue to
move about, etc.? After 1935 their methods of surveying incoming workers im-

proved, and a wealth of statistics accumulated relating to migrant workers.
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The largest number of immigrants came from Shantung and Hopei.l Histor-
ically, Chinese migrating to Manchuria gathered and settled in the southern
areas where land was sultable for applylng similar agricultural techniques
practiced in North China. Mukden, Kirin, and Pinkiang provinces absorbed the
greatest number of migrants. Because Chinese officials had always encouraged
farmers to settle in the remote provinces of the north and the Japanese con-
tinued this program, the data show many settling in Hsingen, Sankieng, and
Heiho provinces. Minlng, civil engineering works, construction, fabrication,
communications, and transport absorbed 57 per cent or 211,051 immigrents in
193¢ and 5L per cemt or 199,54¢ in 1937. The next important occupation was
agriculture which drew 15 per cent into this activity for these two years.
Mukden, the lead ng industrial area of the region, attracted the largest num-
ber of ilmmigrantc and workers flowed into the mines and new factories located
there. We may conclude that the majority of migrants in the late 1930's moved
to industry and related fields. Our information on net migrational movements
is not complete without some mention of the age distribution of workers that
came to Manchuria for these two years. The largest share was in the age group

of twenty to forty. The following table indicates this age distribution.

lMantetsu Chosahen, Manshii Keizai Nempd, 1939. pp. 325-326, 327-328.
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Table 36

Age Distribution of Workers Entering Manchuria for Years 1936-1937

Age Grouping Year Total Number of Workers
In— 20 1936 39,690
1937 46,410
20 - 30 1936 152,696
1937 131,913
30 - Lo 1936 107,554
1937 83,363
4o - 50 1936 Lk ,053
1937 k2, kg7
50 = 60 1936 16,651
1937 16,852
60 and above 1936 3,205
1937 2,654

Source: Mantetsu Chasahen, Manshu Keizai Nempa, 1939. pp. 328-329.

The findings above correspond well with the age distribution data presented
earlier for workers in factories and mining.

Discusslon has centered chiefly upon regional population movements. What
about those population movements from countryside to town? The situation in
this regard is quite complex because of the interflow of population between
rural areas and town. Agricultural laborers either sought employment from
vealthy farmers and landlords or they drifted into the clties seeking work in
construction, the factories, or nearby mines. If the grip of the city on the
worker was weak, he drifted back to the village. If wages were satisfactory,
housing conditions falr, and there were sufficient consumer goods to purchase,
the worker became more committed to factory employment. There is some evie
dence to show that the percentage of population in the countryside did com-
mence to decline after 1935. Absolute increases in population still occur
after this date, but by 1944 there had been almost a twenty per cent decline
in the share of population engaged in agriculture as opposed to those dwelling

in the cities.
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Table 37
Trends of Farm and Nonfarm Population Movements (1934-194L)
(1,000's)
Farm % of Non-Farm % of Total
Year Pop. Index Tot. Pop. Pop. Index Tot. Pop. Pop. Index
193 23,668 TI00 87 Iy, 286 100 15.3 27,945 100
1935 24,806 105 86.3 3,952 92 13.7 28,8418 103
1936 25,279 106 85.0 4,478 104 15.0 29,757 107
1938 24,568 103 76 .7 7,463 174 23.3 32,031 115
1939 24,584 104 ™.5 8,790 205 25.5 33,313 119
1940 29,608 125 72.5 11,234 262 27.5 4o,8Lk2 146
1941 31,927 135 2.4 12,184 28Y 27.6 4h4,110 158
9k2 33,423 1l 72.8 12,477 292 27.2 45,899 164
1943 32,595 138 721 12,620 295 27.9 45,215 162
94k 32,488 137 67.4 15,723 367 32.6 48,211 173
Notes:
(1) Data for 1934 is from Ministry of Industry. Hsingan province is not

included.
(2) Data from 1935-1942 from statisticel division of Manchurian Railroads.
1935: Heingan and Jehol omitted.
1936: Hsingan and Jehol omitted.
1937: Not available.
1938: Jehol and West, East, and South Hsingan omitted.
1940: Jehol and West, East, and South Hsingan omitted.
1941-1942 includes all of Manchuria.
1943-194k computed on basis of census of provincial security bureaus
of Manchuria on basis of population statistics for rationing purposes
by the farm cooperatives.

Source: TPCCHPS, Vol. III (Part 1). Tuble 3, p. 111.

The large jJump in total population from 1939 to 1940 is probably due to an
improved census taking; of course, a wide margin of error may persist but
it 1s difficult to say how much this error is. The increase in non-farm pop-
ulation during the early 1940's was probably the result of motilization ef-
forts by the Japanese to move people to the cities for the military effort,

for transportation purposes, and to expand factory production.
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Recruitment of Labor

Modern inquiry into the procees of the transformation of peasants and
primitives Into members of an industrial labor force is concerned with three
analytically distinct aspects of the single social process.l (1) What are
the circumstances, incentives, and motivations which will induce workers to
leave tradltional modes ¢f production and enter modern economic activity?

(2) What are the processes and mechanisms vhereby the personality of the
worker, his social relations and cultural norms become modified so that comit-
ment is made to the industrial way of life? (3) What is the range of social
structure, cultural pattern, and personality type which mev carry on indus-
trial production? These questions can be resolved by an examination of the
conditions under which agricultural labor work and the manner in which they
are recrulted from traditional agricultural life to engage in industrial pro-
duction. Finally, those conditions which encourage the laborer to remein et
his job or seek alternative forms of employment require study, for besides the
mobilization of & workforce, it must be disciplined and trained to endure the
routine and constancy of industrial activity.

The increased tempo in urban construction and railroad building gave
rise to an immediate difficulty of acquiring adequate amounts of unskilled
labor. During the early 1930's, the supply of lebor for urban construction

was quite adequate because of depressed conditions in agriculture which forced

lManning Nash, "The Recruitment of Wage Labor and Development of New Skills",
The Annals of the American Academy of Political and Social Science (Agrarian
Societies in Transition), May 1956, p.”23. For an excellent Japanese study

on labor and its relationship to economic development sece Takei Goichi, Manshu
no Rodo to Rodo Seisaku, Tokyo, Ganshodo, 194l, pp. 1-252. There is a fine
selection on labor recruitment and the verious methods used in Manchuria. The
study contains much information on labor migration inte Manchuria prior to
1931. The author was a research worker for the SMR for many years.
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numerous villagers to move to clties. Furthermore, advertisements for un-
skilled labor to engage in road, bridge, and building construction served to
induce many to move into the cities.l There even developed conditions of
over-abundance of labor in some cities. But rallroad construction required
labor in the sparsely populated areas in which for certain times of the year
climate prevented outside work. The building of railroads in North and North-
west Manchuria could only be done for six months of the year, and the com-
penies found themselves faced with the problem of whether to retain labor
throughout the winter on a semi-employed basis or allov them to leave and
early in the spring recruit a new group. The problem boiled down to equating
the costs of keeping labor non-active through the winter months against the
cost of recruiting labor from other provinces or North China.2

There were three main methods Japansse managers used to recruit labor:
(1) Recruitment of labor from the immediate area and district; (2) Recruit-
ment of labor from other provinces; (3) Recruitment of labor from North China.
The first was always the course immediately considered, but this course proved
successful only as long as local labor was plentiful and willing to partici-
pate in industrial employment. Much of the hiring of labor for the iron and
steel works in Mukden province was done on a locel basis, and considerable suc~

cess was achieved because attractive wages offered induced a sufficient supply.

l§ee remarks by Hashizumi Kanichi, Manshi Sangyd Kaihatsu to RGdoshae Nomin
Jotai, Kogyo Nihonsha, 1936, p. 508, and Yoshio Satoru, op. cit., pp. 368-37k.

25ee especially the article by Matsuyama Akira and Namiki Kozo, "Hokukokusen
oyobi Kaionsen ni okeru Doken Rodo Jijo", R3d0 Jih5, No. 62, 1934. p. 208.
This article deplcts the conditions of labor in the construction of the Peian-
Heiho line and the Hsinking-Paichengtzu railroad line.
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Other cases of local labor being used first were the rallroad lines being
built up to the Amur river. If local labor was available, it was cheaper to
recruit the supply needed from this source rather than transport labor in
from North China. But in many of the remote provinces of Northwest and North-
east Manchuria such as Hsingan, Sankiang, or Mutankiang, labor had to be re-
cruited from other provinces or outside the country. wWhen the Peian-Heiho
line was completed in 1935 and stretched some 303 kilometers, workers were
attracted fraom theilr villages by advertisement of labor opportunities, high
vages, etc., or = a pald recrulter circulated in the countryside and enlisted
the services of the number of workers needed.l Thus both direct and indirect
methods of recruiting were used.

In the case of obtaining workers from other provinces, the method of re-
cruitment was similar as appeals in the form of posters were circulated and
pajd agents went out to round up on a contractual basis a certain quota of
leborers. The last technique of tapping the labor market in North China vas
a more expensive procedure and necessitated complex transfers of the workers
by rail for the overland trip. But when severe shortagee of labor occurred in
Manchuris it became necessary to send recruiters into Hopel and Shantung. Over
time a sophisticated system of labor recruitment was established out of Tien-
tsin which services these two provinces. Still, the system was a costly one,
for it meant that laborers had to be contracted, papers issued to them, and
then they were transported either overland or by sea to South Manchuria.

From Dairen they had to be transported to the place of final destination. All

of these items ran into considerable expense, and it was a tedious, time

lmvid., p. 217.
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consuming process before the labor demand could be satisfied. From Paotingfu
(Provincial seat of Hopel Province) to the Amur river valley in Heiho pro-
vince, it required the expenditure of forty-three yem per person to transport
him and provide him with shelter, food, and wages until he was put to work.l
As the general price level rose after 1935 the cost of recruitment lncreased.
For example, the cost of recruliting a single worker for the iron ore mines at
Pen-ch'i hu in 1934 came to 9.80 yen (9,351 workers were recruited at a total
expense of 91,630 yen) and by 1937, even though the total number of workers
recrulted declined to 5,50k, because of rising prices the outlay came to
57,463 or 10.53 yen per person.2

Industries that could acquire labor from the surrounding vicinity of the
Plant or mine and did not rely on North China labor enjoyed a differential
cost advantage over those industries that had to depend upon this supply
source. Most heavy industry situsted in Mukden and Kwantung provinces derived
these cost benefits because they could obtain labor only a few miles away (it
will be recalled that it was principally to these two provinces that labor
migrated). The savings that accrued from recruiting nearby labor as opposed
to obtaining it from North China is all too apparent, as in the following
data for the steel industry for the last four years of the first five year

plan.

11pid., p. 220.

2Op. cit., Manghu Kozan Rodo Gaikyo Chosa Hokoku, pp. 194-195.
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Table 38

Number of Workers Recrulted and a Breakdown of Recrultment Expense

for Steel Industry

Number From Imme- From

Year Recrulted dlate Locale Other Prov.
1938 58,506 53,600 5,225
1939 73,785 60,019 2,516
1940 54,161 Ll ,863 3,518
1941 35,005 25,337 1,843
(Jan.-July) '

Workers ffm  Totul Expense  Quiside Total
Year Other Prov. Outlay per Worker Man- Outlay

(yen) (yen) churia ggen) :

1938 §,225  15,877.01 3.97 67 185,36
1939 2,516 16,452.88 6.54 11,250 386,437.50
1940 3,518  37,482.84 10.65 5,780  215,810.71

Source: Chosabu, S6g5 Chdsa Hokoku Sho, 194l. Secret. pp. 106-107.

Outside
Manchuria
oL
11,250
5,785
5,325

Expense

per
Worker (yen
.03
3h4.35
37.22

Vol. l.

In 1939 the demand for labor increased as scarcities developed in branches of

industry which had expanded. The drive to recruit more labor forced recruiters

to seek it in North Chine and of course costs rose sharply (though fewer workers

were recruited in 1940 than in 1939, the cost per worker still rose). Appro-

ximately ninety per cent of the labor recruited for the steel industry was

obtained near the location of operations.

In contrast to a single industry picture, what about the situation of

recruitment of all labor from within Manchuria as opposed to outside of Man-

churia for Manchurien industry. This is provided in the following table.
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Table 39

Number of Manchurian and Chinese Labor Recruited into Different Branches
of Industry from Within Manchuria and from North China (1939-1941)

1. Within Manchuria

Year Total Forestry Manufact. Mining Construct. Transport. Others
1939 - - - - - - -

1940 751,988 104,930 118,987 139,356 333,105 23,986 31,624
1941 564,025 28,477 73,582 80,738 355,837 9,163 16,228
2. From North China

19391,012,1L48 1,321 192,966 289,640 87,873 120,646 -

1940 1, 364,706 1,825 267,421 410,272 88,908 127,539 -

19’4]- 60,"‘) 397 - 159) 750 169; 390 ,48, 5’*2 SO: ok2 -

Source: Chdsabu, S3g5 Chdsa HOkoku Sho, Vol. 2. 1941. Secret. p. 213.

Since forest exploitation was located in the far north, i1t was cheaper and
easier to recruit from villages close by rather than from the south. In manu-
facturing, it will be noted that somehow the supply of labor in Manchurila was
simply not forthcoming and industry had to reach into the North China village
for 1t. It will be shortly seen why this difficulty came about. The story
was much the same in mining, transport, and comstruction, although for the
latter some success was registered in tapping the local urban labor markets.
But when the totals are examined, it is plainly evident that the largest share

of labor recruited for industry came from outside the region.

Labor Commitment Eg the Industrial Workforce

After labor is recruited, it must be disciplined so that it will attune
itself to the rhythm of industrial activity and remain on the Job. At the
same time it must be trained so that 1t can not only perform the task assigned
to it, but that over time it will acquire efficiency and its productivity will

increase. While it was relatively easy to recruit labor for industry in
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Manchuria, it was another thing to compel it to work and remain employed. The
irouble with priming the raw agricultural worker for an industrial position
was that because he was devoid of responsibilities to keep him firmly at his
task, he usually worked Just long enough to earn the amount he wanted and
then he returned to his native village, or he might simply move to another
Job. The result was that with growing demand for labor by new firms, the rate
of labor turnover increased greatly. A rapid turnover only intensified the
labor shortages that became more numerous so that work stoppages and slowdown
of production came to have an important influence on whether the company would
fulfill its quota under the plan. This problem of labor scarcity (in the con-
text of rapid, state introduced economic development) and labor turnover is
not new in a planned economy desirous of accelerating the rate of investment
in capital goods and raw materials production, for the Soviet Union in its
early years of planning encountered very high rates of labor turnover. This
made it so difficult to fulfill production schedules that workers were re-
quired to carry work papers on their persons to discourage movement from one
Job to another, and severe punishment was meted out for workers deliberately
seeking monetary gain in this way.l

High rates of labor turnover forced plant managers to extend working
hours in order to maintain previous output levels; this made for labor fa-

tigue, high accident rates, breakdowns in production lines, and inefficiency?

lgg; cit., Franklyn Holzman, p. 32.

2The number of industrial accidents jumped sharply from 832 in 1934 to 2,h48
in 1935, and to 3,797 in 1936. By 1937 the number of accidents was on the rise
when about 1,282 accidents occurred in the first two months. Data do not ex-
tend beyond this date. See Manshu Keizal Nempo, 1938, p. 438 (Vol. 2).
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High turnover rates increase operating costs too, because 1t was expensive in
time and resources to train a worker for a task only to have to replace him a
little while later. Extended commitment of the laborer to his Jjob is the
desired goal of every manager (as well as satisfactory performance in work),
for this assures those running the operation that the level of output achieved
can be sustained, and 1f production is planned it makes this task easier.
Finally, as labor acquires more experience and new capital is introduced, it
is very possible that changes in production functions will occur and give

rise to lncreased productivity per labor.

In 1938 the industrial machine was under considerable pressure to gene-
rate more raw materials and articles for war purposes. To build new factories
required large supplies of labor. Planners seemed to have assumed that labor
would be absorbed into the industrial routine with little fuss or difficulty.
In actuality the Japanese devoted little investment and time to training the
vorker for his Job, and at first little provision was made to encourage him
to continue on as an industrial worker. The result was that a very large
number stayed employed at a single Job for only six months to a year, and
then departed. Attempts were made to measure the extent of turnover and these
data show that labor commitment to industrial occupations never reached a
stage where 1t could be stated that workers were genuine industrial workers.
It is no great surprise that the Japanese referred to the majority of them as
agricultural workers. The following table shows the period of time worked in

four factories in South Manchuria.
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Table 4O

Period of Employment of Labor for Four Factories in 1939

1l
Factory Per Cent of
Factoryl Workforce Period of Time Employed
A 56.8 less than one year
3.4 One to five years
8.6 Five to ten years
0.2 Ten to fifteen years
B 69.2 Less than one year
21.8 One to five years
6.0 Five to ten years
3.0 Ten to fifteen years
C 6L.7 Less than one year
35.3 One to five years
- Five to ten years
- Ten to fifteen years
D T3.7 Legs than one year
24,9 One to five years
1.3 Five to ten years
.1 Ten to fifteen years

lractory A is a certain factory at Fushun. At the end of 1938, 5% of the
vorkers only worked at this factory for a period of six months.
Factory B 1s in Dairen, and this was for the period through June of 1939.
Factory C 1s again at Fushun and covers period through August of 1939.
Factory D was in Mukden (textile factory) and was for the year 1938.
Unfortunately we are unable to learn what types of factories A, B, C, vere.

Source: Adachi Yoshinobu, "Manshu Kdgyo Rodd ni kan suru futatsu, mitsu no
Kosatsu", Mantetsu Chosa Geppo, Feb. 1940, p. 107.

It is quite apparent that in these four factories the work period was
generally about six months to a year for the largest share of workers (57 per
cent - T4 per cent). The rate of turnover would have been lower if the Japa-
nese dominated in the workforce, but in truth they comprised a very small pro-
portion of most factories. In the case of a machine tool factory in Mukden,

in 1934 about 96 per cent of the workers employed were Manchurian-Chinese and
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only 4 per cent were Japanese.l The total factory employed 493 people. By
1939 employment had increased to 2,878 but the percentage of Menchurian-
Chinese was still about 91 per cent while Japanese msde up the other 9 per
cent. Of the Manchurian-Chinese employed in 1939, only 59 ranked as lower
grade techniclans. Nearly all factories employed large amounts of Manchuriane-
Chinese workers who would naturally be of rural origin.

In the above case, though three factories were unknown as to what they
produced, one was a textile mill where the ratio of capital to labor would be
conslderably less compared to that for such industries as chemicals, steel,
machine tool production, etc. Does the low labor-capital ratio in an industry
bias our contention as to high rates of turnover in Manchurian industry? It
probably does in so far as most of these laborers would be less skilled and
in greater number than workers in heavy industry where greater skill was de-
manded, their numbers were fewer, and wages higher. For a more complete pic-
ture of Manchurian industry for years 1939-1940 we can shéw the number of

workers leaving and entering industry.

1pdachi Yoshinobu, "Manchil KOgyS R34S ni kan suru futatsu, mitsu no Kosatsu",
Mantetsu Chosa Geppo, Feb. 1940. p. 108.
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Table 41

Number of Laborers leaving and Entering Industry for Specific Months
(1939-1940) According to Industry

September 1939

Industry Yo. at Begin- Finel
Category ning of Month Hired Departed Number
Total 37,406 3,001 éj%EE‘"“ 37,904

1. Ceramics & Const. k,010 67 26k 3,822

Mat.
2. Light Metal 3,858 193 123 3,926
3. Machine Tool 3,685 171 13k 3,723
4. Transport Const. 1,005 71 56 1,020
5. Chemicals 4,150 748 Lok L, ho5
6. Fibre 8,921 895 999 8,817
7. Finished Textiles 1,592 ) 35 1,603
8. Paper 2,260 7 73 2,26k
9. Hide, Hair & Bristles 319 8 - 327
10. Straw Braid & 1,580 an 65 1,589

Wood Prod.
11. Food Process. 5,749 686 376 6,059
12. Others 259 35 37 257

December 1939
Total 38,615 5,479 3,025 41,069

1. Ceramics & Const. Mat. 3,390 161 1L6 3,405
2. Light Metal 3,958 246 165 4,039
3. Machine tool 3,953 323 209 4,067
4. Transport Const. 1,160 121 68 1,213
5. Chemicals ,905 552 LoL 5,056
6. Fibre 8,548 2,71k 1,151 10,111
7. Finished Textiles 1,680 203 124 1,759
8. TPaper 2,257 210 7L 2,396
9. Hide, Hnir & Bristles 330 30 20 340
10. Straw Braid & Wood 1,518 116 186 1,448

Prod.
11. Food Process. 6,671 758 448 6,981
12. Others als L5 36 25k

February 1940

1 Total 37,308 5,198 2,988 39,518
1. Ceramics & Const.Mat. 3,196 76 525 1,747
2. Light Metal 3,892 240 120 4,012
3. Machine Tool 4,016 236 152 4,100
4. Transport Const. 1,118 143 60 1,201
2. Chemicals 4,362 298 668 3,992

Fibre 8,489 2,443 780 10,152



Industry
Cetegory
T. PFinished Textiles
8. Paper
9. Hide, Hair & Bristles
10. Straw Braid & Wood Prod.
1l. Food Process.
12. Others
Total
l. Ceramics & Const. Mat.
2. Light Metal
3. Machine Tool
4, Transport Const.
5. Chemicals
6. Fibre
7. FMinished Textiles
8. Paper
9. Hide, Hair & Bristles
10. Straw Braid & Wood Prod.
11l. Food Process.
12. Others
Total
1. Ceramics & Const. Mat.
2. Light Metal
3. Machine Tool
4. Transport Comst.
5. Chemicals
6. Fibre
T. Finighed Textiles
8. Paper
9. Hide, Hair & Bristles
10. Straw Braid & Wood Prod.

oWV FwioH-

. Food Process.
. Others

Total
Ceramics & Const. Mat.
Light Metal
Machine Tool
Transport Const.
Chemicals
Fibre
Finished Textiles
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Table 41 (Continued)

No. at Begin-
ning of Month
1,779
2,369

3l
1,4k2
71,157

2hh

April 1940

41,964
2,40k
4,219
h,317
1,267
4,334

10,762
1,878
2,415

338
1,654
8,130

248

June 1940

L4, 36
5,300
4,lkho
4,591
1,300
b, kbl
10,310
1,931
2,412
328
1,643
7,358
298

August 1940

Lk, 365
5,767
4,51
L,655
1,348
k,211

10,462
1,926

Hired
56

78

2

98
1,499
29

2,325
1,998
282
Lol
96
519
1,137
125
7

1

82
560
Ly

3,400
o3l
220
308
165
354
918
157
132

6
99
489
21

3,425
189
227
180
200
L5

1,086

75

Departed
L0
81
20
36
482
24

3,649
10k
123
148

6k
4Lo

1,206

96
100
11

67
1,273
17

3,920
183
207
313
124
495

1,303
150
111

25
59
939
11

3,211
179
197
224

61
368

1,157

9L
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Table 41 (Continued)

Industry No. at Begin- ced gingl
Category ning of Month Hired Departe umber
8. Paper 2,493 59 5? 2,135
9. Hide, Hair & Bristles 296 1 6 291
10. Straw Braid &

Wood Prod. 1,702 93 54 1,741
11. Food Process. 6,630 325 789 6,668
12. Others 304 15 17 302

# This is but an estimate, and there is & small margin of error of 6l

laborers.

Source: Manshi Romu Kyokokukai, Manshu KoJo Rodo Chosasho, 1940. Secret.
Published in Feb. 1941, pp. 36-39.

The highest turnover occurred in the fiber and food processing industries,
vhere the ratio of capital to labor employed was extremely low. But turnover
was also quite high for the chemical industry (it must be pointed out that
much of this industry processed the soy bean) and machine tool industry. In
mining the problem of high turnover rates was especlally severe. 1In 1937 the
number of workers hired in the entire mining industry totaled 50,753 while the
number of workers thut departed from their jobs totaled 42,24L. We can see
this situation clearly for the famous open cut Fushun colllery during the
period of the latter half of 1938 on a month to month basis.

Table 42

Number of Workers Hired and Departing for Fushun
from April 1938 to September 1938

Month Workers Hired Workers Departing
April 3,304 3,290
May 2,323 3,09k
June 3,390 3,142
July 3,220 3,470
August 3,809 2,874
Septenber 3,758 3,041

Source: Chosabu, Manshii Kzan R34S Galkyd ChGsa Hokoku, 1939. Secret. p. 50.
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This is nearly a one hundred per cent rate of turnover. When one moves
across the spectrum of heavy industry to light industry, it has been shown
that the rates of labor turnover become more severe the greater degree labor
is unskilled and employed in enterprises where the ratio of capital to labor
is low. This labor, the majority of which was recruited from North Chins,
came from the villages; it was young, migrant labor with few responsibilities.
It was a kind of labor that still found it lmportant to maintain strong roots
with the village. But this element of agrarian lebor in Manchurian industry
cannot complately explain the high rates of labor turnover. Other economic
factors must be examined as well.

The first factor is that of increasing demand for labor (especially
skilled labor). From 1938-194l unprecedented industrial expansion revealed
severe labor shortages and as labor needs became greater firms started steal-
ing labor from one another by offering high wages, better working conditlons,
etc.l Such cases of bidding labor away from other enterprises became more
numerous when as late as 1942 '"new regulations to prohibit workers (princi-
pally skilled workers and technicians) from going from one factory to another
and prohibiting employers from stealing technicians from aone another" were

being established.2 As 18 so often the case, a problem of this nature could

lThe mention of managers stealing one another's supply of lebor is made in a
large number of sources. For mining, see Chosabu, Manshii Kdzan R6d8 Gaikyd
Chosa HOkoku, 1939, p. 6; for industry, see Mantetsu Sangy® buhen, Manshll
Keizai Nemp8, 1937, vol. 2, pp. 440-hL2. For a most remarkable illustration of
the subtle way this was done, there 1s an incident depicted in the novel by
Gomigawa Jumpei, Ningen no Joken, where several of the mine managers and
coolie heads conspire to ship a group of laborers to another mine for a sube
stential sum of money, to be divided on a share basis. The plot never hatches
successfully.

292; cit., Office of Strategic Services, 194k, p. 62,
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not be legislated away. While powerful demand encouraged much worker mobi-
lity, a second factor accounting for it lay in the relationship of price
changes of available food and consumer goods with changes in workers' real
vages.

There were general wage increases in most branches of industry from 1938
to 1940; after that date wage control became tighter and more effective. This
increase in the wage bill was a partial reflection of increase in demand for
labor and an indication of rising turnover rates. It is interesting to note
that the largest wage increases came not in branches of heavy industry where
productivity was possibly higher but among the industries having low cepital-
labor ratios, which typically employed unskilled labor: stevedores, unskilled
construction workers, laborers in fiber, food processing, and mining.l When
weges of unskilled workers increased, their purchasing power over these years
did not deteriorate as it might have for factory workers in heavy industry.
As long as wages increased as rapidly as consumer goods prices because of
rising turnover and labor shortages, labor would and could continue to exer-
cise 1ts mobility. On the other hand, committed factory workers were put in
a bind 1f their wage increases did not keep pace with price rises. Thus,
their declining purchasing power might encourage them to leave their positions
to seek other jobs or return to the countryside. The following table gives
indices of purchasing power for a factory worker and a harbor stevedore, and
it will be seen that both suffer some cut in purchesing power when we move
into the 1940's. Undoubtedly this situation worsened for the worker between
1942-19kk when wage controls became more effective, but the price level con-

tinued to rise. However, some workers in different branches of industries

10p. cit., Yoshio Satoru, p. 357.
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were favored by receiving rations in terms of real goods rather than money
vages, 1f they worked in top priority positions.l After 1940 the paucity of
labor data makes it difficult to say very much about turnover, labor's stan-
dard of living, etc.
Table 43
Indices of Purchasing Power for a Factory Worker and A Harbor Stevedore

A. Stevedore in Dairen

Cost of Index of Pur-
Year Wage Index Living Index chasing Power
June 1937 100.0 100.0 100.0
June 1938 124 .1 137.0 90.6
June 1939 167.4 165.8 101.0
June 1940 164.0 217.7 75.3

Cost of living index derived according to price index for chief items of
coolle consumption. Wage index derived from a study of coolle wages by the
Fukusho KOka Hekisanka Investigating Committee.

Source: Yoshio Satoru, “Senjitaiseika no Manjin Rodoshe no Jotai', Manshu
Keizal KenkyQ Nempo, 1940, pp. 36L4-365.

B. Factory Worker in a Machine Factory in Dairen

Cost of Index of Pur-
Year Wage Index Living Index chasing Power
Aug. 1937 100.0 100.0 100.0
Aug. 1938 123.0 117.0 105.1
June 1939 125.0 138.0 90.5
July 1939 134.0 141.0 95.0

Cost of living obtained from retail price indices; wages were derived from
a study of labor expendlitures in Manchuria.

Source: Adachi Yoshinobu, "Manshii Kogyo Rod0 ni kan suru futatsu, mitsu no
Kosatsu", Mantetsu Chdsa Geppo, Feb. 1940, p. 110.

A decline in purchesing power must have reinforced those trends of worker

mobility and movement to new Jjobs where wage differentials were higher or to

lgee TPCCHTS, Vol.l-B, p. 37. "Due to the shortage in the daily necessitles,
workers employed in critical jobs were given food, extra clothing, and soap
rations as well as rubber eneakers, etc."” p. 37.
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the village. For the semi-skilled and unskilled laborer, if opportunity was
denied him to buy a larger basket of goods with his additional wages there was
little inducement for him to remain at his Job; thus while it was quite pos-
sible for the Japanese to mobilize a workforce, it was quite another thing to
keep these workers employed continuously. As inflation ate away at their
wage gains, it encouraged a rapid departure from the factory or mine. The
Jepanese retalliated with threats of imprisonment and fines for workers leav-
ing their Jjobs without due cause, and these threats continued, for as late as

1l
1S4k the problem of high turnover was still unsolved in Manchurian industry.

Labor Control and Labor Policy

Japanese attitudes toward labor control in Manchuris were manifested in
two diametrically opposed policies that received official sanction throughout
the 1930's until 1941. The first approach was followed from 1933 to 1937,
when the focus was upon restriction of immigration of foreign labor and the
encouragement of Japanese and Korean labbrers to migrate into Manchuria. This
expression found support from three theoretical positions.2 (1) The Japanese
feared the outflow of specie in the form of remittances and wages that Chi-
nese labor sent back or took with them when they returned to North China. This

mercantilist notion was never completely or clearly spelled out, but it was

lgbr an admission of this see Munshu Sangyd Chdsa Kaihen, Menshtkoku Seishido
Sokan, 194k, p. 262. An interesting revelation of acute labor shortages is
provided by a request from the Kwantung Army for prisoners of war for the
Manchu Machine Tool Company. A shortage of skilled workers at this company
encouraged such a request to the Defense Ministry in the hope that skilled

wgrkers could be found among Allied P.O.W. See RG 98 Army Conmand, Document
580. -

2Keizal Chosakail, Manshii Rod5 Tosel Hosaku, Secret. Nov. 1935, pp. 66-73.
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frequently uttered as a defemnse of lmmigration restriction.l (2) Because of
world depression and the 'crisis' in agriculture, Manchurian labor markets
were glutted; further increases in the supply of labor would cause a fall in
vages and a decline in living standards. Why after all, it was argued, import
unemploymen.t'te (3) Fipally, the vigorous pacification campaign to stamp out
Manchurian 'bandits' wes in full force, and large net migrationsl flows threa-
tened to impede progress of these policing activities as undesirable elements
and communists might be admitted among the immigrants.

Labor immigration declined from 1932-1933 as a result of this policy when
specially reduced immigrants' fares on railways were abolished, and the Mukden
provincial authorities were instructed to refuse entry to persons who lacked

proper passports or who were without funds.3

But Chinese lmmigrants stopped
coming too a8 they recognized that opportunities were limited for them as long
as agriculture remained depressed and local military forays were continued.

In 1934 steps were taken in November for more orderly control of immigration
when regulations were proposed that incoming laborers be supplied with passes

and ldentity pa.pers.,+ Passes were to be issued by the Kokumin Seibu (National

Political Bureau) and workers had to present them on demand. To obtain these
papers a laborer had to submit to a physlcal examination to ascertain if he
was in good health; he had to be capable of performing arduous work; and he

had to produce evidence that his past record was 'clean', that is, free of

imbia., p. T2.

2Ibid.’ p‘ 69.

30p. cit., F. C. Jones, p. 167.

uOP. cit., Manshi R34 Tosei Hosaku, pp. 1k-16.
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bandit or communist associations and activities. On the person's identity
card was printed his name, birthplace, date of birth, history of employment,
and finger prints. To facilitate the inspection of laborers and the distribu-
tion of passes and papers, the Tatung Company was authorized in April 1934 as
the immigration agency to handle these matters. 1In 1935 it began its inves~
tigation of prospective laborers, recruited lmmigrants, and issued identity
papers.l From 1935 to 1939, this organization issued 2,626,902 1dentity papers.
Meanwhile, within Manchuria little was really done regarding the regulation
of supply and demand conditions of labor. Several large industrial firms did
manage to organize their own labor control councils to implement their indus-
trial program with labor recruitment and wage regulation policies. 1In April

of 1934 such a group was created at Anshan in the Showa steel works.2

This
council was charged with responsibility of labor receulting and investigation
of labor conditions to determine an adequate wage level within its plants.
Wages were to be fixed according to different grades of skills and the vages
paid to day laborers were frozen at certain rates. Workers released from
their jobs hed their papers stamped with a seal indicating they had been emp
employed at the Anshan Showa steel works for a prescribed period of time and
the job they held. Soon other firms at Fushun and Pen-ch'l hu also set up
labor control councils and took similar courses of action. But such actions
8till were rare.

After 1937 attitudes toward immigration quickly changed and serious

thinking commenced on how to devise a national labor policy. On January 7,

lop. cit., Manchoukuo Year Book, 1942, p. 632.

20p. cit., Manshu Keizai Nempd, 1937, vol. 2, pp. 535-536.
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1938, the Manchuria Labor Association was established to control labor, allo-
cate it to high priority needs, and assure that the living conditions of labor
did not deteriorate.l Although the latter goal wes never adhered to, legis-
lation did try to tackle the first two issues. Immigration was openly encou-
raged for the first time since 1932, and the Tatung Company was amalgamated
with the Labor and Industriasl Foundation in July of 1939 to step up operations
of recruiting lsbor. On February 26, 1938 the National Mobilization Law was
passed which undertook registration of laborers in order to clarify their
place of residence and to minimize criminal offenses. In 1940 and early 19Ll
legislation was passed to prevent large wage increases (it will ve recalled
that wage increases had been especially large in 1938-1939) and to curtail
the stealing of workers from factories. This rash of labor legislation comes
at a time vhen labor turnover was rising; as a response to these conditions
controls became tighter, more leglslation was passed, and infractions of the
law were to be severely punished.

On September 17, 1941 a new labor control system was devised and enacted
November 1lst of that same year.g This called for the creation of a labor
management system which would consist of the factory managers themselves with
the purpose of acquiring labor from within Manchuria and utilizing the exis-
tent supply of labor more cgrefully; distribution of this labor supply was to
be more carefully regulated than in the past. The cycle was ‘now complete.
Because of the demand for agricultural labor in North China for industrial and

agricultural production in Manchuria it was difficult to draw upon that

1op. cit., Manchoukuo Year Book, 1942, p. 638.

20p. cit., Manshilkoku Seishidd SSkan, 194k. p. 256.
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resevolr of cheap labor (in egsence this labor was not as cheap as the liter-
ature makes it out to be), and it was becoming increasingly expensive to re-
cruit labor from North Chine, too. Henceforth labor was to be mobilized from
both city and countryside, and emphasis was placed on using women and children
to a greater extent than ever before.l These proposals called for plant men-
agers to plan recrultment more carefully and trailn labor acquired in adjacent
locales; from these efforts, ties between village and factory might be broken
and the rate of turnover reduced. It was admitted that labor was not being
utilized properly and that surpluses were quite apparent which had not yet been
properly tapped for industrial employment.

The new labor management system was to mobilize labor for rapid use in
industries which had a great demand for labor. Meanwhile the state went ahead
to try to mechanize agriculture so that as machines replaced labor there would
be less demand for labor when the harvest and spring planting rolled around.2
Little success was achieved along these lines because mechanized agriculture
never became a reality. The need to increase the supply of labor forced the
regime to introduce elaborate controls to mobilize labor within Manchuria. Yet
according to the table on net migration presented earlier in this chapter
there was no decline in net migration (ipstead a dramaetic increase) as planned
during the early 1940's. This meant factories were unable to recruilt neces-
sary labor from within Manchuria, and had to resort to North China for labor.
This fact points to the difficulty the Japanese had in getting labor in the

Northeast fully committed to industrial occupations.

lmvid., p. 263.

21bid., p. 271.



CHAPTER VII
FOREIGN TRADE

From Japan, technology and capital will be exported to Manchuria

and China; from Manchuria, agricultural products will be exported

to Japan and China; from China, cotton and iron will be exported

to Japan and lsbor power sent to Manchuria. Such mutually inter-

dependent relationships will not be severed by political under-

takings or population pressure; this economlc cooperation will be

preserved intact by some structure. On the basis of this, it

will entail closer international trade ties between the three

countries in which the Kwantung peninsula will play a most impor-

tant role and will serve as a line of defense.

The world depression of 1929-1930 reversed the genersl expansion of the
1920's in which population, agricultural and industrial output, and the vol-
ume of forelgn trade had significantly increased. Contracting world markets
meant declining exports, falling domestic prices, and the rise of unemploy-
ment in agriculture, mining, and industry. The depressed state of the eco-
nomy worsened because of political and economic dislocations brought about by
the Japanese military in their occupstion of Manchurla. The loss of a large
share of the China market and the decline in trade flows between North China
and Menchuria tended to reinforce domestic economic depression. Industrial
and agricultural output continued to fall, but finally in late 1934 and early
1935 aggregate output probably commenced to resume an upward course. This was
achieved not by expanding exports, for world depression wes as intense as ever,
but by capital export from Japan which flowed into forms of capital construc-
tlon that subsequently created a derived demand for idle, unemployed resour-
ces. This encouraged an increase in output of agricultural and mining pro-

ducts and rather rapidly most unemployed resources were again absorbed into

1 -
Itani Zenichl, Nichi Manshi Keizai Ron, Genlkal Shokyoku, 1935, p. 27.
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some production process. By 1937 output was again roughly equivalent to
levels reached in 1929.

What we want to exemine in this sectlion is how foreign trade contributed
to growth in Manchuria after 1933 and in what way 1t played a part in making
for the enlargement of the manufacturing complex after 1938. Two important
factors operated quite strongly. One was the flow of capitel into the region
for this made for a substantial transfer of resources from Japan into Manchura
which was reflected by a larger and larger import surplus. The other factor
was the composition of imports changed. Instead of continuing the traditional
import of textiles and other consumer goods which previously bulked large in
value of total import value, control and policy emphasized that the major come
porents of imports should now become producer gocds and semi-fabricated indus~
trial products. It was these imports which were the critical inputs vital to
developing further Manchuria's iron and steel capacity, hydro-electric power
generation, and chemical production.

It has been recently stated that capital exports from private enterprise
economies do not augment capital formation in borrowing countries.l The argue
ment runs that for such countries as the United States during the 19th century
foreign indebtedness was a reflection more of the underdeveloped state of her
banking system and capital market than of her need for unrequited foreign sup-
plies. What indebtedness occurred should be looked upon rather as excess

borroving in the sense that it represents borrowlng to finance interest

1y5. Knapp, "Capitel Exports and Growth", The Economic Journal, Vol. LXVII,
Sept. 1957, pp. 432-445. See also the article by H. Myint, 'The Gains from
International Trade and the Backward Countries", The Review of Economic
Studies, Vol. XXII, No. 2, who also finds no evidence of a real transfer of
resources.
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repayments; no real transfer of resources ie at all evident. While such con-
tentions might have some theoreticsl basis, they still require more empirical
Justification. Certainly for Manchuria after 1931 it can be demonstrated
that a positive resource transfer took place.

Now it might be argued that Manchurie after 1933 can no longer be con-
sidered a separate, national state, and in actuality 1s an integral part of
the Jepanese empire; therefore it must be looked upon as an important appen-
dage of the home islands. After 1934 this 1s borne out by the fact that the
currencies in the respective countries were at parity with one another and no
currency conversion problems existed when Manchuria conducted transactions
with Japan. But on the other hand, Manchuria kept her own account of inter-
national transactions with countries within and outside the yen bloc. Furthers
more, she had her own tariff structure and levied duties on various imports
from Japen and other countries. After 1938, though economic planning became
geared to Japan's industrial growth, Manchuria maintained independent control
over her foreign exchange reserves and directed in a rigid manner the volume
and flow of goods passing through her ports in Kwantung provigce. Tariff auto-
nomy, exchenge control, and regulation of trade vere the product of decision
making coming from the army command in Manchuria. This is sufficient basis

to regard the region as an independent trading partner.

The Character of Foreign Trade

Ever since the opening of the port of Yinkow in 1862 to 1932, Manchuria
had enjoyed a favorable balance of trade. This stemmed from improved
means of production and distribution which reduced costs within the expanding
export industry sector and increased demand within East Asia for her staple

export products. But from 1932 until the end of the Pacific War Manchuria
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had an import surplus on current account that became more prominent with every
year as industrial growth required the importation of more capital and mater-
ials. After 1937 this imbalance became'especially acute. This phenomena can
be exemined in the following table where original yuan values have been con-
verted into U.S. dollars.
Table 4k
Manchuria's Trade Balance (1931-1944); Value in 1,000 Units

Trade Belanced in U.S. $

With all With Yen With other
Year Countries Bloc Countries
1%27-1931 + 61,863 + 20,338 + 37,525
average
1932 + 59,098 + 68,274 + 50,824
1933 - 17,324 - 33,479 + 16,155
1934 - 47,300 - 61,756 + 1h,456
1935 - 5k, T75 - 71,591 + 16,816
1936 - 25,439 - 99,161 + 45,597
1937 - 69.680 -16k,352 + 29,481
1938 -156,327 -262,201 + 8,025
1939 -250,k462 -253,21k4 + 11,739
1940 253,967 ~172,974 - 753
1941 -172,18L -172,974 o + 790
1942 ———— -109,792 ————
1943 cne= - 97,979 -——-
1944 - - 41,636 ————
Total -1,047,458 -1,189,764 +142,306

Note: - import balance; + export balance.

lFigures up to 1942 are based on Manchurian trade returms and converted from
Manchurlan yuan to U.S5. dollers at exchange rates shown in table in appendix.

2From 1942 to 1944k the figures are besed on Japan's trade returns only, and
Menchurian trede with Korea and Formoea is not included. The Japanese figures
have not been adjusted to F.0.B. values (Manchurian ports) in the case of ex-
ports and to C.I.F. values in the case of imports. Hence the import balance
values are vastly under-estimated.

Source: Yu-Kwel Cheng, Foreign Trade and Industrial Development of China,
The University Press of Washington, D.C., p. 20k.
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In 1933, with the stress on railroad and urban construction, cement,
iron, steel, etc. were imported and construction items totaled around 12 per
cent of total imports (in value terms) in 1932 and increased rapidly to 2k
per cent in 1931t.l These same iltems continued to assume greater importance
as a share of total import value when in 1941 they accounted for 32 per cent
of total import value. Producer goods (machinery, tools, vehicles, ores,
metals, manufactured products) were included in this same group. In 1941
consumer goods (foodstuffs, textile products) accounted for 33 per cent of
total import velue, and as a percentage of imports they declined, for in 1932
about 46 per cent of imports consisted of consumer goods. This changing com-
rosition of imports did not take place automatically because of the workings
of the price system, but it was the outcome of the state's deliberate attempt
to géar the flows of trade to favor development of industry. Streamlining
the tariff system to exclude consumer gocds, lowering duties on manufactured
goods to encourage their flow, and maintaining rigid control over allocation
of imports were the chief methods authorities in Manchoukuo used to exploit
Japan's advanced industrial position. The following table shows the changing
composition of imports by groups as expressed in value terms of U.S. dollars.

The percentage shares are provided also.

lNichiman Jitsugyo Kyokai, Boeki Jo yori mitaru Manshukokusal Shushi no
Shorai, Sept. 1935, p. 10.
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Table L45

Principal Import Groups of Foreign Goods into Manchuria
(Velues in U.S. $1,000-and percentage shares)

1
Producers' Goods (as % of total) Consumer Goods

Total Mach. Tools, Ores & All o
Year Value % etc. Metals Tot. Food Textlles Total Others
1935 71,I8 Ioo 3.5 10.F 13.8 27.2 8.7 [5.9 10.3
1933 132,635 100 6.3 12.1 18.4 25.6 21.3 46.9 34.7
1934 193,411 100 9.9 16.0 25.9 19.2 20.1 39.3 34.8
1935 180,734 100 12.3 16.0 28.3 20.1 20.0 ho.1 3L.6
1936 197,587 100 11.3 12.9 2h.2 17.0 26.3 43.3 32.5
1937 255,361 100 12.7 17.5 30.2 12.0 22.3 3%.3 35.5
1938 362,162 100 - 18.9 17.7 36.6 15.0 20.4 35.4 28.0
1939 467,221 100 21.5 1.2 35.7 17.k 18.1 35.5 28.8
1940 409,184 10v 22.5 12.4 34.9 15.5 17.3 32.8 32.3
1941 330,409 100 21.7 10.8 32.5 16.0 16.5 33.1 3.4

Notes:

lSubdivision of these two groups conveniently follows the broad grouping of
the Manchurian trade returns after 1937. Reclassification was nearly impos-
g8ible for lack of itemized trade accounts of major import commodities.

gMany commpdities fall into this category which would be consumer goods, such
as books, paper dyes, cosmetics, certain chemicals, morphine, medicines, etc.
Other goods might normally be put under construction or producer goods.

Source: Ku-Kwei Cheng, Foreign Trade and Industriel Development of China,
The University Press of Weshngton, D.C., p. 202. The author in turn

derived the above table from the Annual Returns of Foreign Trade of
Manchoukuo, 1932-1941.

Historically, the soy besn and bean derivatives occupied the chlef posi-
tion of importance in the reglion's export trade. This continued until 1940
when with military control and threat of war Jepan sought to obtain more
foodstuffs, ores, and metallic products from Menchurias for stockpiling pur-
poses. This step had to be taken to compensate for Japan's loss of foreign
suppliers of these some products. Though imports underwent a change after
1932, the treditional character of the export trade remained much the same.
Soy beans, bean cake, bean oil, wheat, millet, kacllang, corn, coal, and pig

iron continued to be the major export commodities as they had always been.
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For a glance at the changing composition of exports according to different
commodity groups, the following table is cited. Value is apain in U.S. dol-
lars and the groups are given on a percentage basis.

Table 46

Principal Export Groups of Native Products From Manchuria
(Value in U.S. $1,000 and percentage share)

Beans & Bean Prod. Grains, Minerals Ores,

Yellow Bean Bean Food & & Ceramic Metal All
Year Value Bean 0il Cake Tot. Provision Products Products Other
1932 125,370 1oo 36.2 6.2 17.3 55.7 ~ 17.3 9.0 2.7  11.3
1933 108,999 100 39.1 4.2 13.6 56.9 12.9 1.8 2.8  15.6
193% 136,86k 100 37.4 3.7 12.3 53.4 11.5 10.9 2.8 21.4
1935 117,150 100 32.3 5.1 13.1 50.5 8.0 11.5 3.3 26.7
1936 150,973 100 39.8 k4.0 10.0 53.8 10.5 8.3 3.5 23.9
1937 161,937 100 39.6 L.5 11.1 55.2 9.1 7.7 4.2  23.8
1938 189,262 100 34.8 2.1 10.6 k7.5 17.3 6.0 9.1 20.1
1939 199,013 100 26.4 3.0 16.3 5.7 21.8 5.3 7.1 20.1
19%0 137,970 100 15.2 1.8 11.9 28.9 24.0 9.7 10.2 27.2
1941 146,735 100 19.8 1.8 9.6 RN.2 17.4 8.6 17.4 25.4

Source: Yu-Kwei Cheng, Foreign Trade and Industrial Development of China,
The University Press of Washington, D.C., p. 201. The author in
turn derived the above table from the Annual Returns of Foreign
Trade of Manchoukuo, 1932-19h1.

What of the direction of trade flows to different parts of the world?

In 1932 about 38 per cent of Manchuria's exports went to the Japanese empire,
i.e., Japan, Korea, and Formosa. Another 29.6 per cent went to China; Ger-
many absorbed 12 per cent, and Russia, Great Britailn, U.S.A., India, Egypt
and others took care of the reat. With the annexation of Manchuria, the
China trade declined from 29.6 per cent of total exports (in velue terms) in
1932 to 16 per cent in 1933, aud 14 per cent in 1934, The loss of this im-
portant market for raw agricultural produce worsened the agricultural depres-
slon by forcing soy bean exporters and producers to stop shipments and con-

tract output. Part of the trade loss was made up by extensive smuggling
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across the North China-Manchuria border and via water by coastal craft,l thus
demonstrating the profitabllity of carrying out trade between two areas no
longer able to trade with one another but historically economically depen-
dent upon each other. But gradually Japan came to acquire a greater share of
Manchuria's output as military plammers tightened ties between the two coun-
tries; by 1941 nearly 7O per cent of total exports were absorbed by Japan.
When the Japanese ermy had fully consolidated its position in North China
normal trade flows vwere resumed, and soon as much as 23 per cent of Manchu-
rin's exports again found their way into China. Trade with European countries,
especially Germany, declined to zero with the outbreak of World War II.2 Over
the ten year span Manchuria becume more dependent on Japan as a market for
her goods. Trade relations with China proper had improved as well. In 1932
about 58 per cent of Manchuria's imports came from Japan, Korea, and For-
mosa; another 18 per cent came from China; the remainder was shared by Rus-
sia, India, Egypt, Germany, Great Britain, the USSR, and other countries. By
1941 85 per cent of imports came from Japan alone while only 7 per cent came

3

from China.

192; cit., Itani Zenichi, p. 33, and Nichiman Jitsugyo Kyokai, 8shu Daisen to

Manshilkoku Bdeki, Oct, 1939, p. 4. From 1931 to 1934 the latter study reveals
that the percentage of exports of total export trade value declined from 32
per cent to 14.7 per cent, or if 1931 is set equal to 100 the index showing
export decline would fall to 29.

2The Japanese were desirous of expanding the German-Manchoukuo trade agree=
ments which were essentlally barter arrangements. Germany usually ran a defi-
cit with Manchuria but this was offset by her export surplus to Japan. A spe~
cial study by the SMR research bureau in Shinkyo published a study in May 1939
entitled Tokusan Keishutsu §§%£§z§ o chilshin to suru BBeki T8sel no GenJj3.

Pp. 1-20 dealt with the possibility of expanding the export trade of BOy beans
a8 well as the future of trade with Europe if war should break out.

3The information of trade flows to various countries was obtained from Yu-Kwei
Cheng, cp. cit., Table T75. For detailed coverage of the period 1932-1936, see
Kiyoshi Kanai, "Economic Development in Manchoukuo", Japanese Council Paper
No. 15; 6th Conference of IPR at Yosemite, Calif., 1936, pp. 455,
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Up until 194l Manchuria's demand for Japanese output was probably far
more inelastic than Japan's demand for Manchuria's exports, which is to say
that increases in price for Japan's exports to Manchuria caused but a slight
decline in quantity imported by Manchuria. This reflects the desire of an
under~-developed aree which attempts to industrialize rapidly to import as
much capital as possible for its development plans. When war severed Japan's
trade with the West, Japan's demand for Manchurian products, particularly
egriculturel staples, fuels, and ores, became more inelastic. At the same
time Manchuria's inability to supply more to the home islands because of dif-
ficulties in collecting larger farm surpluses, increasing domestic regquire-
ments of fuel, etc., made the supply of exports more inelastic. Increased
Japanese demand for more goods from Manchuria with shifts in elasticities of
demand and supply resulted in price rises and the need for strict price and
trade controls.

Changing price structures within the two countries and shifts in compo-
sition of trade flows gave Manchuria a favorable net barter terms of trade.
From 1932 to 1945 the price rise in Manchuria was sbout five fold, while for
Japan over the same period it was only about three fold. Furthermore, the
composition of exports was such that about ten important commodities,
particularly cereals, coal, pig iron, and soy bean products, made up more
than 75 per cent of the total value of exports for 1937. The price rise for
these goods was particularly sharp after 1936. On the other hand, goods im-
ported from Japan and elsewhere were of such variety and number that it is
difficult to give any particular commodity grouping a heavy weight. Further,
Japanese price control measures kept manufactured goods prices from rising

as rapidly as Manchoukuo's agricultural prices. The following table gives
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the indices for export and import prices, and from these the net barter terms

of trade were computed by dividing export price index by the ilmport price in-

dex.
Table 47
Net Barter Terms of Trade for Manchuria and the World
Price Index Price Index Net Barter Terms

Year for Exports for Imports of Trade Index
1932 —IIr.y —I0i.y 110.1
1933 100.0 100.0 v 100.0
193L 95.5 90.6 105.4
1935 136.7 60.7 225.2
1936 147.3 90.7 150.7
1937 165.4 113.3 139.1
1938 167.2 149.0 112.2
1939 218.9 169.9 128.6
1940 286.0 201.9 141.6
1941 29%.1 217.7 135.5
1942 324.3 224 .4 1hkh.1
1943 357.8 243.5 146.9

Source: Manshi Chuo Ginko, Manshu Bukka Shirabe, December 1943, p. 10. The
price indices for exports and imports were obtained from this source.
These are Hsingking wholesale price indices compiled by the Central
Bank of Manchurie with 1933 as the base year. The indices are cal-
culated on & simple arithmetic average. These data were kindly
provided for me by Miss Ann Rasmussen of Columbia University.

The favorable movement of net barter terms of trade for Manchuria dating
from the early 1930's meant that Menchuria acqulred a greater value of re-
gsource of imports than she ylelded in exports. Manchuria's exports were hea-
vily concentrated on agricultural staples and minerals, while imports over
time assumed a larger composition of industrial products as well as traditionsal
consumer goods. The quantity of exports, particularly agricultural crops, did
not increase significantly after 1937 but valuewise they did because of sharp
price rises. On the other hand, consumer goods lmports tapered off after 1938
but the volume'of manufactured and semi-manufactured products continued to

expand. Export prices increased but not to the degree they did in Manchoukuo.
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Graph I

Net Barter Terms of Trade for Manchuria and World (1932-1943)
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In this way trade benefitted Manchoukuo industrialization to a great extent.
Such trade flows were strengthened by foreign exchange controls.t On
November 30, 1935 a foreign exchange control law was passed which aimed to
control speculative purchases and sales of domestic currency. The rationale
for this was to prevent an outflow of capital. But these controls were gene=-
ral and somewhat poorly enforced. But in 1937 a licensing system was intro-
duced and banks and firms were required to have licenses for the export and
import of foreign exchange. While restrictions were extended to persons leav-
ing Manchoukuo with currency, labor remittances flowing to China from migrant
workers in mining, agriculture, and construction industries were ummolested.
The central bank was the coordinating agency which controlled the supply
and allocation of Manchoukuo's and Kwantung Province's foreign exchange.2 In
October 1937 an exchange commission was established to purchase and sell ex-
change to the following five banks: the Central Bank's branch banks in Mukden,
Hsinkyo, Harbin, Dairen, and Yingkow. The Japanese Specie Bank opened an ac-
count in Manchuria's name in lLondon and capitel balances in forelgn exchange
were held in this account. When any of the above five banks acquired foreign
exchange from exporters they turned i1t over to the Central Bank of Manchuria,
and 1t was duly deposited in the Iondon account. When any of the exchange
banks required capital for imports, they purchased pound sterling from the
Central Bank. The Central Bank fixed the exchange rate at one yuan equal to

one shilling and two pence of pound sterling. This rate was fixed by the

lrhe general informaetion on exchange control was obtained from Volal and
19 of the Economic Encyclopedia of the Northeast (Tung-pei Ching-chi Hsiamo-
ts 'ung-shu), January 1948.

2Ibid., Vol. 19, pp. 153-158.
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Central Bank 80 that trade was quite controlled.

When World War II erupted, accounts in London were closed in April 194l
and transferred to a speclal Japanese gold yen account for Manchurian capital
balances of forelgn exchange account In the Tokyo Branch of the Yokohama Spe-
cle Bank. Now when foreign exchange banks obtained forelgn exchange from
exports they were required to sell their exchange to the central bank, which
turned it over to the special Japanese gold yen for deposit in the special
account at the Yockohama Specie Bank. Banks needing exchange for imports would
sell their special Japanese gold notes. However, there were few worries
about foreign exchange now, glven free convertibility within the Yen bloc.

Along with foreign exchange controls there were of course adjustments of
the tariff structure and strict enforcgment of how ilmports were to be rationed
and distributed. In April 1940 the Kantoshu BlOeki Jitsugyd SOgd RengSkai was
created to handle distribution of imports by price fixing and rationing and to

see to 1t that the flow of imports in no way disrupted the domestic price le-

vel.l

The agency had power to permit only certain types of consumer goods
under gquota through ports in Kwantung and store, allocate, and distribute
these goods uto other agencies within the general consumer goods rationing
system. Imports of capital goods as well were carefully supervised by this
same agency. In handling capital goods imports, their policy was to favor
special companies within industry and supply directly to them goods urgently
needed. Before 1940 high tariff rates were levied on imports of automoblles,

rubber, etc., because these were 'infant industries' the Manchoukuo government

lkantoshu B3eki Jitsugyd Sogd Renglkai, Nichikanman Boeki T8sei no Gen)d,
July 1940, p. 54. See also the study by a group at Osake University, Menshii-
koku BSeki Yoran, 1942, pp. 1-301. This study is merely a catalogue of laws
relating to foreign trade controls. '
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tried to stimdate. With war, howvever, tariffs were discarded when strategic
goods for the military were involved.

Records are afailable for Manchoukuo's annual balance of payments, but
these are only with Japan.l The Japanese compiled these accounts themselves
and they were made available to the Northeast China Resource Commission after
the war. These show and suggest the great dependency on Japan. For cur-
rent account, an import surplus rises rapidly after 1940 to an all time high
in 1940 of 1.3 million yen. Importent changes occurred in the invisibles
component of current account as well. The blg item of change was ‘that of
government expenditures, which were received from Japan in 1938 of an amount
of 1,500 yen, but which grew to staggering proportions in 194l to over ome
million yen. The reasons for ihis increase may have been due to the following
two causes. 1) The flow of investment funds from Japan was not sufficient
to counteract the growing import surplus; thus the government of Japan
directly paid Manchurie and enterprises funds for necessary purchases from
Japan. 2) An increase in military expenditures in the Northeast by Japan to
cover the building of fortificatlons, increased production for the military,
maintenance of troops, and for military operations in China. On the outlay
side the Manchurlan govermment also made substential payments to Japan from
1942-194k. These might have been expenditures to cover procurement of mili-
tary goods from Japan.

In the capital account category, investment in Manchuria was an impor-
tant item tending to correct the disequilibrium in balance of payments.

These investment flows were extremely important in meking it possible for

1see appendix for data on balance of payments of Manchoukuo and Japan.
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Manchuria to rely on Japan's resources to build industrial projects. Without
these flows, a large import surplus could not have been sustained and devel-
opment would have been seriously hindered. It is to a discussion of invest-

nment in Manchuria that we now want to turn.

Japanese Investment in Manchuria

The purpose of capital export is to acquire profits and Interest
payments and it represents the flow of capital from one country to
another; but in order to be able to export capital in such fashion,
idle capital must exist in the exporting country apart from that
required for accumulation, and there must be conditions where the
rate of return on investment is higher in the importing country
than in the exporting country. If it is possible to acquire a le-
vel of profits domestically, there is some risk element and no need
to export capiltal sbroad. Thus capital export is determined first,
by the quantity of idle capital at home, and secondly, by the dis-
parity in rates of return on investment within the two countries.t

Such were the theoretical bases for Japanese capital exports to Manchuria in
the 1930's offered by Jepanese economists. Certainly both elements undoubt-
edly prevailed, for considerable idle capital had accumilated in Japan during
the depression years, and the state's opening up of Manchuria, guesranteeing
fixed returns on investment, provided an incentive to put this idle capital
to use there.

We can check the capital flows into Manchurie from two sets of studies.
The first is that compiled by the Northeast China economic commission, and
the second was done by Nakajima Kunizd , an economist who worked for the
Chosabu research bureau of the SMR during the 1930's. When these two findings

are metched, it is found that total investment flows for the same periods

lgee Naekajima Kunizd's article, "Taiman T8shi no Gendo ni ken suru ichi
Chiron", Mantetsu Ch@sa Gepp®, May 1940, pp. 1-2. Mr. Nakajima also conducted
another study on the same topic which was not circulated but classified for

official use. Cf. Chdsabu, Taiman T8&shi no Gendo ni kan suru Kenkyfi, April
1940. Secret. pp. 1-79.
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check quite closely, but when we disaggregate and arrange investments accord-
ing to types of securities, e.g., bonds and stocks, and loans, there are some
discrepancies. Table 48 (page 215) indicates the total investment flowing
into Manchuria, and then each total is broken down according to bonds, loans,
and stocks.

The dats from the Northeast commission's study indicate that over the
thirteen year span, roughly nine billion yen was invested in Manchuris, and if
we convert this to dollars by using a conversion ratio of four yen to one U.S.
dollar (this is the ratio used by the Pauly Commission), we obtain an amount
of 2.2 billion U.S. dollars. This is certainly & tremendous sum for the Japa-
nese economy to invest in Manchuria alone. Investment from 1939-1942, the years
of the close of the first five year plan, was quite high. For the earlier
years the SMR Company provided a very large sum of investible funds, but af-
ter 1936 its importance declines. The proportion of investment that the SMR
and 1ts subsidiary companies invested in 1932 was 67 per cent, and this
climbed to 73 per cent in 1936, only to decline to 26 per cent in 1939. Mean-
while the share provided by the state and its related enterprises increased
from 33 per cent in 1932 to Tk per cent in 1939.l

We note too that investment in the form of bond holdings increased at a
much more rapld rate than for stocks and as a percentage of total investment
it also increased rapidly. Naksjima's figures ghow that the amount of bonds
held as a per cent of total investment in 1932 amounted to L41.2 per cent, but
by 1939 hed increased to 65.8 per cent. At the same time purchases of enter-

prise stock continued to rise after 1938. Probably inflationary movements

1cr. Nakajima Kunizd, Mantetsu Ch8sa Geppd, p. 20.
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accounted for this, for with the rapid price rises that took place after 1938
(despite efforts to stabilize prices) investors found it profitable to invest
in stocks as a form of anticipatory earnings.

What provided the incentive for capital to move to Manchuria? Was the
vigorous construction activity at home not sufficient to absorb domestic save
ings? A glance at the relative yield earnings from securities floated by the
Japanese government and enterprises as compared to those by Manchuria and re-
lated enterprises shows some disparity in earnings, but it is not great.

Table 49

Comparison of Bond Yields for Japanese and Manchurian Bonds

Japanese Co. Manchuria Co.

Year Bonds Bonds Difference
193E EJan.-June) 4,379 4,500 0.121
1936 (July-Dec.) 4.375 - -

1937 ) .203 - -

1937 1,888 - -

1938 b, 3Lk - -

1938 h.327 4.372 0.035
1939 4.319 %372 0.053
1939 L.334 4,346 0.012

Source: Nekajima Kunizd, op. cit., Mantetsu Chsa Geppd, May 1940, p. 23.

Bond ylelds were slightly higher and remained stable. But because of
quick, high profits that could be earned in Manchurian industry, stock prices
rose; stocks continued to be purchased despite the fact that dividend payments
were carefully controlled. The following table shows the par value for stocks
issued by various industrial companies, their rate of dividends, their aver-
age stock price, and the yield per share of stock. Finally, the average

stock yield from Manchurian industrials is compared with that of Japanese com-

panies.
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Table 50

Stock Yields for Different Manchurian Enterprises as Compared to
Japanese Industrial Stock for December 1939

Par Value of Dividend Average Stock

Enterprise One Share Stock Rate Price (Dec.1939) Yield
Man. Heavy Ind. 50.00 Yen 10. 8L.45 6.138
SMR Co. 50.00 8.0% 4.90 5.340
Mon. Elect. Ind. 50.00 7.0% 60.55 5.780
Man. Tel. & Tel. 37.50 6.0% 62.55 3.597
Jap.-Man. Flax Co. 50.00 9.0% 9k4.55 4.759
Man. Arsenal 50.00 10.0% 81.50 6.135
Average - - - 5.291
Average Yleld for ‘

Jap. Ind. Co. - - - 4.990

——

Source: Nakajima Kunize, "Taiman Toshi no Gendo ni Kan suru ichi Shiron",
Mantetsu Chosa Geppo, May 1940, p. 23.

Higher investment earnings plus the backing of the Menchurian government that
investment holdings would be honored stimulated the flow of capital from Japan

into Manchuria.

Conclusion
The exchange of goods and services between Manchuris and Japan was carried

out only by an ever increasing flow of funds from Japan to Manchuria. This
enabled a considerable amount of resources within Japan to be transferred into
Manchuria which Manchurie was not immedlately held accountable for payment.
Payment was naturally made good by the” capltal transfer process. 1In brief,

the Manchoukuo state and enterprises floated securities on the Japanese capi-
tal markets. These were purchased by the Japanese govermment, enterprises,
banks, and other financial intermediaries and a transfer of purchasing power
took place, usually vila the Central Bank of Japan which undertook the float-

ing of Manchurian debt issue. Now the Manchoukuo govermment and enterprises

with their newly acquired funds could embark on ordering raw materials, import
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capital goods, etc.

Often private capital interests in Japan invested directly in Manchuria
by establishing subsidiary companies and built new plant space. In order to
finance these constructions, they borrowed fram the Manchurian central bank.
This bank in turn created deposits for them, and the companies then drew
against these deposits to pay for whatever imports, and other inputs they
would need. This creation of credit through new demand deposits made for a
rise in note issue and with the large number of transactions taking place an
inercase in the velocity of * money. The outcome of course was & rise in prie-
ces. Whether the cause of price rise was solely through new note issue or
pushes from the cost side due to emerging bottlenecks in production is dAiffi.
cult to say.

It is unlikely that the rapid growth that occurred from 1932 onwards could
have been achieved without the important capital movements into the region
which made it possible to transfer resources from Japan to firms in Manchuria.
Though Manchuria‘s balance of payments were strained, as long as new credit
vas lesued and additional investible funds made available, the imbalance on
current account could be financed. This of course gave rise to strong infla-

tionary pressures within the region, which presented new problems for the

Planners,



CHAPTER VIII
FINANCE

The state's expenditures in a period of war and rapid build up of

the economy's defense, are obtained from the national economy by

six methods: 1) restricting consumption; 2) suspending investment

in new capital; 3) discontinuing the repair and additions to pre-

sent capital stock; 4) extending labor time on the Job; 5) direct

utilization of capital equipment or capital wealth; 6) direct uti-

lization of existing capital or assets. This is identical to

financing through tax receipts, increasing the national debt, and

financing by inflationary means.

There were four general methods by which the Japanese financed their de-
velopment schemes in Manchuria: 1) increased budgetary expenditures by adjust-
ing taxes upward; 2) direct Japanese investment im Manchuria; 3) increasing
the national debt and subsequently increasing note issue; b4) reinvesting accu-
mulations in the form of retained profits from enterprises. Some mention al-
ready has been made of the character and volume of investment flows into Man-
churla from Japan in the preceding section dealing with foreign trade so only
cursory references will be made to this financing technique here. The dis-
cussion that follows will treat rather extensively the development of the
state budget and how it underwent specific changes in response to the state's
demand for a greater volume of funds to initilate growth. Because of the cen-
tral control exerted throughout the economy, it is impossible to divorce con-
sideration of the budget from the fleld of money and banking, so some mention
of early monetary reforms and how the banking system lent itself to furthering

the state's objectives will be made.

IMantetsu Chosabuhen, Manshii Keizai Kenkyu Nempd, 1941. Cf. Kurazono Sussumu,
"Tenkanki no Manshikoku Zaisel™, p. 5§20.
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An insufficient volume of savings to match the unprecedented magnitude
of state investment forced the central authorities to resort to inflationary
measures, and this meant financing investment from involuntary savings or
exacting a levy on the country's populace. To mobilize resources and build
projJects called for in the plan, credit was created, and gradually larger and
larger injections of new note issue into the economy were made. Government
bonds permitted this, but soon the situation resulted in which "too much money
chased too few goods"”. The price level drifted upward, but until 1943 state
administrative machinery prevented the rise from being alarming. After 1943
price control became quite ineffective. In this chapter, the main focus will
be upon budgetary expenditures and how these became more and more financed by
inflationary policy. Retained profits were an extremely important component
of voluntary savings, but how much this covered new investment expenditures
is exceedingly difficult to say. Thie cculd only be determined by an exten-
sive study of corporate records, but first aggregate investment by corporate
enterprises would have to be determined and then the percentage of retained
profits of this inveetment calculated. Granted the possibility of arriving
at such figures, there is the problem of separating govermment from private
investment. Because of the immense research demanded for this task, I have
instead dealt only with state investment in the form of state budget expendi-
tures.

Which of the above sources of financing was most important in this period
can perhaps be generalized as followe. In the early period, 1932-1936, Japa~-
nese investment in Manchuria and financing from the state budget of a non-
inflationary type were the catalytic agents prompting a resurgence of economic
activity after the "incident". These sources continued to be important in

the first five year plan, but enterprise retained earnings and some inflationary
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financing became evident after 1938. From 1941-1945 the latter was the prime
lever to build further industrial capacity and promote military preparation
in the region. In order to capture this sequence of change the three period

scheme introduced in Chapter III will again be used.

Establishing the Foundations of the Economy, 1932-1945

Before embarking on a review of the Japanese military's efforts to estab-
lish a balanced budget, reform the tax structure, and create a uniform money
supply subject to control by a central bank, scme comment is necessary about
the fiscal and monetary affairs of the three eastern provinces prior to 193l.
Up until 1928, the Peking government and regional authorities possessed dif-
ferent tax privileges and exercised different taxing rights.l This separation
between reglonel and central government fiscal functions became more acute
after the Kuomintang revolution of 1927-1928. The central government collec-
ted taxes from consumption expenditures (excise taxes levied on luxury goods,
etc.) and foreign trade imposts. The regional authorities were free to col-
lect taxes on business profits, land taxes, charges for purchase of real es-
tate, etc. Political decentralization in China had become quite pronounced
in the latter years of the Imperial dynasty and continued even far into the
Republican period after 1912. The failure to unify the country under a strong
central government after the ocusting of the Manchu Imperial ruling class ac~
centuated even more the demarcation of fiscal functions between state and

regional authorities. Because political control by the central govermment

lFor & good discussion of tax collection by regionsl and government collec-
tors, rates of tax, methods and time of payment, see Mantetsu Hokushi Jimmu
Kyoku Chosabu, Kahokusho Zaisei Chosa Hokokusho, 1938, pp. 1-68; also Mantetsu
Keizai Chosakei, Manshflkoku Genk8 Sozel Seido, 1932, pp. 1-26.
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never extended directly into each province and locale, expenditures such as
the financing of defense, railroads, engineering proJjects, industry, educa-
tion, sanitation, were left to the provinces to settle. While financing of
these types of outlays had to be accounted for by the provinces, the central
govermment sought to collect the most lucrative taxes it was able, and left
the provinces a fairly narrow tax base and restricted source of tax revenue

in the form of land texes, occesionsl excises and a profit tax on enterprises
which was exceedingly hard to capture because of persistent evasion in report-
ing of eernings. For the most part these revenues were insdequate to meet

the increased demands that called for larger regional expenditures. Provin-
cial and local tax collectors tried to make good the gap by illegal and ruth-
less methods of tax extraction.l As military cliques came to £111 the power
vacuum created by a weak Republican govermment, they assumed major positions
of control in certain strateglc regions of China and almost always resorted
to this technique of revenue collection.

In the three eastern provinces, the tax burden increased for the rural
classes in the late 1920's as military cliques sought to raise more funds
for their local armies during the years of the 1927-1928 revolurbion.2 To ob-
tain this revenue 1t became necessary to increase taxes on merchants and en-

terprisers, raise land taxes, and not infrequently a provincial war lord

IMantetsu Chosaka, Kokuryiikdsho no Zaisei, 1930, p. 5.

2Shomubu Chosaka, Tosansho Zaised Kiyo, 1930, p. 5.
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simply printed his own notes and expanded their issue.l By 1931 the budgets
of the three provinces, Heilungkiang, Kirin, and Mukden were strained because
of rising debt issue to finance pressing military commitments. Because of the
absence of a unified banking system, different banks and money houses in each
mejor city in Manchuria issued their own notes. By 1932 there were as many
as fifteen kinds of currency in circulation.2

On September 19, 1931 when the Kwantung army overran the Mukden garrison
they immediately seized all financiael agencies and suspended thelr financial

activitiea.3

This procedure was duplicated im Kirin and Heilungkiang provinces
as well until new asdministrative machinery under Japanese tutelage could be
reassembled agein. On June 15, 1932 the Central Bank was established and gi-
ven full control to regulate the expansion and contraction of the money supply,
control over supply and distribution of foreign exchange, and the handling of
the state's fiscal affairs. Before steps could be taken to eliminate the old,

complicated money supply and substitute a new ome in its place, a metallic

1ghinozaki Yoshiro, Manshi Kinyd g%g§§ Zaikai no Genjo, Vol. 1 & 2. Dairen,
1927. These two volumes are a “a veritable encyclopedia of the state of money and
banking in the Northeast prior to 1930. While very little analysis is used,
the author has nevertheless assembled & wealth of tables showing the different
currencies used in major cities, the types of financial houses, banks and in-
termediaries, exchange rates with Shanghai silver market, etc. There is also
considereble data on agriculture, mining, factories, trade, etc.

20p. cit., TPCCHTS, Money and Banking in Northeast China, Vol. XIX, p. 12k,
Because of the complexities in the money supply as to type of currency circu-
lating, the institute issuing it, amounts in circulation, ete., prior to 1931,
I have omitted further discussion on this topic. For our purposes, we are only
interested in how this situation was altered by the Japanese after 1931. Ano-
ther excellent study of the money supply on the eve of reform was that of the
Kinyu Kenkylkai, Manshikoku Heisei to Kinyl, 1932, pp. 1-219. The rates at
which old currency exchanged for the new Central Bank yuan note are given on
pages 93-94, where the fifteen different kinds of old currency were to be re-
deemed for new ones at a certain prescribed rate of exchange.

3Keizai Chosakai, Manshikoku Tsuka Kinyu Seiko T8itsu Ryakushi, 1935, pp. 5-9.
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standard of value had to be decided upon. In an SMR monetary publication
during this early period it is shown that the arguments projected by Mr. Shudo
Seiji, who had studied banking activities in the three eastern provinces for a
number of years,l were instrumentsal in convincing the Kwantung Army officers
of the value of adopting a silver standard instead of gold. He argued that
to adopt a gold standard would be premature and cause such a sharp breek away
from the traditional transactions requiring silver exchange that this would be
disastrous for the commercial groups in Manchuris. Purthermore, the supply
of gold was insufficient to place Manchuria solidly in the world of iaterna-
tional trade and finance, and if a serious outflow of gold occurred it might
have dangerous consequences on domestic prices and production. Therefore 1t
was better to retain the old standerd and peg the domestic currency to silver
a8 the store of value. Policy over time should be oriented toward gradually
moving toward a gold standard so the economies of Japan and Manchuria could
be better integrated.

¥hen the decision to adopt silver was made, the Ministry of Finance sti-
pulated the rates of exchange of old currencies with the new Manchoukuo state
currency, the yusn note. The new Central Bank immediately undertook steps to
recall old currency and exchange for the new yuan at different exchange rates
as stipulated by 1aw.2 By 1934, 93 per cen£ of the old currency had been re-
called and by 1935 the smount of new currency issued for old toteled
142,234,881 yusn. MHistorically, Shanghal stood as the principal money market

for all of China, where various currencies and coins were exchanged for silver

1Tvid., pp. 15-19.

20p. cit., TPCCHTS, XIX, p. 123.
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bullion. Deaspite the existing reserves of silver the new state could i1l af-
ford to permit transactions of the new domestic currency with Shanghal because
the balances for exchange purposes were insufficient. The actual reserves to
maintain the circulation of new currency consisted only of seven million yuan
of silver, Specie Bank notes ( notes of the Bank of Chosen) in the form of 20
million yusn, ard the old "Hsien-Ta-Yang" silver dollars of an amount of seven
million yuan.l Alarm about the shortage of reserves against curréncy gained
ground when the United States in early July, 1934 commenced to buy silver and
thereby bid up the world price of silver. This prompted an outflow of silver
from Manchuria, and domestic prices fell, thus complicating the difficulties
of an economy already contending with a slump in export of its primary products
and generally falling prices. The Central Bank tried to maintailn ptability of
the domestic price level by gradually abandoning the silver standard and mov-
ing closer to a parity with the Japanese yem, which for all practical pur-
poses was still tiled to gold.2 The Manchoukuo govermment pegged the foreign
exchange rate so that 109 Manchoukuo yuan exchanged with 100 Japanesé yen.
When the government withdrew, speculators commenced to buy Japanese yen which
were over-valued, and sold reserves of Manchoukuo yuan; gradually and slowly

the two currencies settled at par.3 When this happerad the Central Bank

lmia., p. 126.

2Manshii Chlio Gink3, Manshilkoku Tsuke Mondai Narabi ni Kinyll Jijd ni Tsuite,
1935, p. 5. For varicus economic reasoms why the Central Bank selected the
gold standard and tried to meintain stable prices and currency values, see
Manshli Chilo Gink3, Manshil Chflo Ginkd Junenshi, 1942, Shinkyo, Manchoukuo, pp.
86-90. This study covers the first ten years of operations of the Central Bank
of Manchoukuo and contains a mass of financial data on 1ts activities.

3Kyoroku Yamanari, "The Monetary Policy of Manchoukuo", Japanese Council Paper
No. 13. Institute of Pacific Relations, Nihon Kokusai KyokaI, Tokyo, 1936,

p. 9.
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irmediately seized control of all foreign exchange transactions and sought to
maintain parity of the two currencies indefinitely.

In a space of only four years the Japanese military moved swiftly, and
with considerable success dispensed with old media of exchange and substituted
a unified, centrally controlled money supply. The Central Bank received full
priority to expand the money supply by note issue. It kept branch offices in
the large cities of both North and South Manchuria and vigorously regulated
the activities of other authorized banks in the new state. In the same time
span the money system had changed from a silver to a gold standard, and now
the economies of Manchuria and Japan were more closely linked than ever so
that currency conversion problems were elimlnated. This naturally facilitated
the mobilization and transfer of Japanese capital to the new state. Meanwhile,
what important steps had been taken to amend the tax structure and centralize
collection of tax receipts?

In April of 1932 the principles upon which reform of the old tax system
vwere 40 be based were set f‘orth.l They were: 1) adopt a system of double
taxation; 2) centralize the collection of tax receipts; 3) the tax system was
to be organized along lines where local_taxes were to be collected and retained
only by the cities and districts; L) the state's tax system was to be organized
8o that direct taxes constituted the prime source of state revenue, and in-
direct taxes were collected only as a form of supplementary taxes. With these
fiscal underpinnings, the state collected its tax receipts chiefly from pro-
fits and income which consisﬁed of land taxes, incorporated and unincorporated

business profits tax, and property taxes. These represented direct levies on

lKeizal Chosakai, Manshukoku Zaimu Kosel Hosaku, Sept. 1935. Secret. pp. 31-
35.




228

sources of income from holding or producing wealth. But while on paper it
appeared that upper income or property holding classes bore a heavy tax bur-
den this was far from the truth, for it was this same class that could exer=-
cise power in the market, and virtually all such taxes vere passed on to the
consumer in the form of higher prices. Meanwhile, the indirect taxes col-
lected (and these too were passed along to the consumer in the form of higher
commodity prices) were duties collected from foreign trade, excises, and
quasi-indirect taxes. The imposts from foreign trade were made up of import
duties and taxes on exports, the former exceeding the latter as a source of
revenue. Commodity taxes were made up chiefly of excises on salt, liquor, and
tobacco. The quasi-indirect taxes came from registration fees, revenue from
stamps, etc.

The revenue accruling to the regional or provincial authorities depended
largely on the subsidiary taxes levied upon forms of wealth which the state
taxed as well. These included land taxes, business enterprise profits taxes,
and certain excises. These surcharges brought out the element of double taxa-
tion in the system. The city and district authorities in each province were
also permitted to collect taxes on various household enterprises and levied
taxes as a form of excise on various consumier goods. The redistribution of
tex privileges end functions between state and province was quite sharp in
these reforms. Now the state had a much larger tex base, and with central
pover definitely vested 1n the hands of the puppet govermment backed by the
Kwantung Army, more revenue could be transferred to the state for capital con-
struction, control and direct exploitation of mnatural resources, development
of a defense system, etc. These objectives were envisaged in the initial

general four point economic development program launched in 1933. On the
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other hand the local authorities acquired some new sources of potential reve-
nue vhen they were allowed to tax household enterprises; they also managed to
hold on to traditional sources of tax receipts by permission to levy sur-
charges on land, business profits, and commodity excises.

The new tax system was characterized by the modern note of & tax on in-
come and profits. As will be demonstrated later when the revenue side of the
budget is examined, land taxes, excise taxes, and tariffs provided the major
share of gross tax receipts. While on paper an element of tax progressivity
was expressed, the new system was undoubtedly deflationary and bore heavily
upon those employed in agriculture. Given the control of distribution by Chi-
nese merchant capital, such profit and income taxes that were introduced could
easily have been shifted to the consumer by price markups. Little evidence is
available to suggest that this happened, but the price disparities for agri-
cultural products between countryside and town as well as centers of shipment
and export were often such that transportation costs could ﬂot have accounted
for everything. The new system was not complicated by a wide range of sche-
dules or ways in which payment could be made. Tax rates, times of payment,
and conditions under which payments could be deferred were carelfully published
and vere quite simplified. For the land tax, all cultivated land was divided
roughly into three grades on the basis of value and productivity and a tax
rate levied on each grade. All imports were itemized and categorized and
dutles prescribed accordingly.

How were state and local expenditures to be made, or rather, how was tax
revenue to be distributed between state and provinclal needs? Now that the
old three eastern provinces were unified under one all-embracing administra-

tive structure, centralized authority extended to every province (by 1936 the
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three old eastern provinces had become nineteen new provinces). The govern-
ment stipulated it would assume financial obligations for maintaining defense,
creating new administration, a judiciael system, police force, and new social
velfare measures, as well as promote capital comstruction in industry and com-
munications. On the other hand, city and local authorities were held account-
able for expenditures necessary to assure peace and political stability at the
city and village level. The large, important responsibilities undertaken by
the state, Justified in the eyes of the state a larger tax share and an abro-
gation by the provincial seats of traditional tax prerogatives.

Before showing the nature and amounts of budget expenditures and reve-
nues for the period 1932-1936, it is desirable to discuss first the actual
composition of the state budget. For both the revenues and expenditures side
there were two accounts:l the first was the general account (ippan kai kei)
and the secopd, the special account (tokubetsu kai kei). The sum of these two
accounts made up the state's total receipts and outlays. The first account,
the general account, can best be considered as an administrative budget while
the sum of both accounts represents the total cash budget of the state. Let
us examine in some detail the recelpt and expenditures sides of both accounts.

The general account on the revenue side consisted of two sections called
the ordinary revenue account (keiJjo bukaku) and the extraordinary account
(rinJi bukaku). Revenue for the ordinary revenue account flowed primarily

from taxes (foreign trade imposts, salt tax, and domestic taxes composed of

lFor an excellent discussion of the character of the general account for both
revenue and expenditure side of the budget for this same period, see Keizai
Chosakal, Manshilkkoku Zaisei no Shiraisel, 1936. Secret. pp. 1-205. It is very
difficult to £ind theoretical explavations of the role of the special account.
Data for this account are avallable, however, in certaln financial statis-
tical studies and some detalled breakdown of flows can be derived, but that is
about =all.
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excises, profits, and income taxes) and revenue other than taxes such as re-
ceipts from stamp sales, government monopoly sales, and miscellaneous reve-
nue. For revenue flowing into the extraordinary account, this was derived
from sale of state debentures, surpluses transferred from previous years'
special account, intra-account transfers of previous period surpluses, and
miscellaneous.

For the expenditure side there were again two sections of the general

account. These vere called the kindai naru ichi sanbu and keisho naru rokubu.

The former might be considered large scale administrative expenditures of

great importance to thé state and the latter, less important outlays. For

the former, the composition consisted of administrative expenditures for mil-
itary affairs (outlays for the General Staff, army, navy, engineering works,
national defense, suppressing banditry, etc.), the general affairs board, gene-

ral welfare, and the financial section. For the keisho naru rokubu outlays,

expenditures encompassed judicial matters, general business (commerce, in-
dustry, and agriculture), cultural affairs, communications, foreign affairs,
and administration of those parts cf Mongolia occupied by the Japanese.

As stated above, the general account of the state budget was to make an
orderly disposition of funds for administrative purposes. Revenue for these
purposes came largely from tax receipts and state monopoly receipts. If it
turned out that additional revenue for the fiscal year was required, the ex-
traordinary revenue section of the receipts side of the budget was utilized
and income obtained from debt flotations, previous budget surpluses, or
intra-account transfers. The budget data given in SMR or govermment sources

was of two types: yosan or estimated revenue and expenditures, and kessan or
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actual revenue and expenditures. Up until 1937 both kessan and yosan budget

figures are available and the spread between them is not great, although for
individual items the difference might often be large. After 1937 I was un-
able to f nd detailed budget figures expressed as kessan. Thus all budget
figures after 1937 are bul estimates. Since we are only interested in the
order of magnitude and relative size of different components of the budget,
such discrepancy will not make any difference.l For the general account
budget, the administrative budget, special effort was made to have this always
in balance or have a surplus. Balancing of this budget was to be done prima-
rily from tax receipts or revenue fram certain monopoly sales. The technique
of reliance upon debt flotation was used only for the special account budget.
Now for the speclal account it is possible to consider both receipts and
expenditures simultaneously. In this account receipts and expenditures were
collected and made by the various segments of the govermment bureaucracy,
chiefly the general affalrs board, military section, financial section, wel-
fare department, Judicial department, etc. The first three were the important
components of this account. The primary expenditures made by the state under
this part of the budget were related to military defense, industrialization,
capital comstruction, colonization, handling debt issue, sinking fund opera-

2
tions, ete. In other words, these vwere state expenditures that went far

lComparing for a moment aggregate budget figures we note the mild differences
between Japanege yosan data and kessan data as noted in the encyclopedia of
economic conditions in the Northeast for 1946-1947. For 1937, actusl expendi-
tures ran 586,227,000 yuan while in yosan they were 583,667,000; in 1938 ac-
tual figures were 980,152,000 while estimates were 889,738,000; in 1939 actual
figures were 1,056,227,000 and estimates were 1,044,81%,000 yuan; in 1940 ac-
tual figures were 1,955,166,000 yusn and estimates were 1,639,862,000 (the
greatest discrepancy); 1941, actual expenditures were 1,891,000,000 and esti-
mages were 1,700,969,000.

agg;_cit., Kurazono Sussumu, "Tenkanki no Manshiikoku Zaisei”, pp. 408, h21.
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beyond normal administrative expenditures and represent active participation
of the govermment in the economy by producing wealth through its various types
of expenditures. From 1932-1936 these were not too large, and probably those
for railroad financing bulked largest, but of course after 1937 they assumed
tremendous megnitude. How were these forms of state expenditures financed?

On the revenue side, income was acquired from two general sources. The first
came from government owned and operated enterprises. These might be mono-
polies (salt, opium, etc.), but in most instances they were govermment con-
trolled enterprises, forest projects, postal services, etc. The second and
by far the largest source of state revenue came from debt flotation and bor-
roving. These came from both domestic and foreign sources. The state accoun~
tants were able alweys to bring this account of the budget into some semblance
of balance by crediting the state with so much revenue from sale of debt when
it was increasing its liabllities by floating such a debt.

In this way the speclal accounts always appeared to be running a surplus
when in actuality all the state had done was pass its debt lssue to the Cen~
trel Bank or the Manchoukuo Industrial Development Bank. In exchange for
holding this debt the banks allowed the govermment deposits to draw ageinst.
The Central Bank, through its agencies and 1ts power to issue notes, simply ex-
panded the note issue for whatever amounts the government needed to meke for
its various expenditures. But this dependence of the state budget upon the
banking system did not come about until late in the first five year plan. While
some debt flotation took place in this early period, it did not demand the
simple printing of note issue for the government to make its purchases. Capi~
tal flows fram Japan, enterprise retained earnings, and the revised tax sys-

tem enabled the govermment to conduct sound financing and at the same time
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Table 51

Revenue and Expenditures for General Account of Manchoukuo Budget,
1932-1936 (000 Yumn)

A. Revenue of Gemeral Account

Ordinary Revenue 1932* 1933 1934 1935 1936
1. Foreign Trade Duties 52,355 75,619 88,999 3,897 93,535
2. Salt Tax - 20,543 22,030 8,759 27,390
3. Domestic taxes Lh,178%* 37,302 46,152 24,782 62,701
Total Tax Recelpts 96,553 133,554 155,181 77,436 183,626
Y. Stemp Revenue - 4,322 7,587 4,266 9,958
5. State Monopoly Profits k,730 6,063 11,389 6,373 20,116
6. Other Revenue 7,168 7,206 6,282 5,311 10,018
Total Revenue for
Ordinary Revenue 108,431 151,145 180,439 93,386 223,719
Extraordinary Revenue
1. State Debentures 36,480 9,000 - 5,000 -
2. Surplus on Account - ak,713 29,795 28,569 32,933
3. Transfers from Special - 789 803 679 3,051
Account
4. Other 7,651 8,927 3,862 5,134 3,907
Total for Extraordinary L, ko1 43,k29 34,460 38,382 38,891
Revenue
Total Revenue for 152,922 194,574 214,899 132,768 262,610
General Account :
B. Expenditures of Genmeral Account
1. Tmperial Household 1,150 1,ko0 3,753 1,035 2,000
2. General Affairs Board ha Lo2 43,848 40,637 22,102 45,384
3. Welfare Section 9,226 27,600 37,081 22,530 38,872
4. Military Section 43,711 47,828 60,029 27,483 82,7712
5. Finance Section eh,036 25,891 19,53k 11,629 23,263
6. Industrial Bureau 634 5,961 5,159 3,168 5,657
g. Communication Bureau 1,645 2,925 3,352 2,091 4,229
. Judicial Bureau 3, ’18k 5,730 7,507 4,527 9,328
9. Cultural Affairs 420 850 5,808 2,8TL 4,657
10. Foreign Affairs 1,181 1,192 1,489 873 l,héo
11. Mongol Administration 1,416 2,257 2,893 1,526 3,047
Total 129,635 165,482 187,242 99,835 220,790

*pata for 1932 obtained from Keigai Ch8sakai, Manshfkoku Zalsei no Shdraisel,
1936. Secret. p. 145, 194,
HDomestic taxes for 1932 include salt taxes as well.

Source: Manshu Chiio Ginko, Kinyu Keizai Tokei Nempo, July 1938. pp. 26-27.




Revenue and Expenditures for Special Account of Manchoukuo Budget,

Item

Revenue Expend.

235

Table 52

1932-1936 (000 Yuan)
1932

1933
Revenue Expend.

1934
Revenue Bxpend.

A. GQGeneral Affairs
Board

1. Protective Tariff 13,475

for dom. salt prod.
2. Debt Management
3. Sinking Fund
. Extraordinary out-
lays for urban const.
5. Warehouse stores
6. Railroad Bureau
7. State debentures

B. Military Section
1. Stores of uniforms
2. Stores of weapons

C. Fnancial Section

1. Monopoly Bureau

‘2. Monopoly Transport
Bureau

3. Monopoly Enterprise
(fuel, opium, tobacco)

L. Management of govt.
real estate

5. Invegtment

6. Railroad & Highway
debentures

D. Industrial Bureau
1. State forest
enterprises
2. Gold mining
enterprises

5,283

2,133
1,500

3,972

13,475 25,863

1,759
7,856

5,612
7,620

1,947

2,133
1,155

5,889

11,14

6,172
- 17, 218

1,437

E. Commmications Section

1. Postal Service
2. Postal Savings

F. Judicial
1. State Prisons

G. WVelfare
1. NQrth Manchurian
Special Districts

Grand Total

26,363

“ - 3:638

2,557

24,882 90,589

25,863

1,759
7,340

5,612
7,231

2,302

13,008
17,218

1,437

2,742

90,845

36,160
7,663
7,640
9,32k

4,630
1,623

21,683
18,0L1
638
4,802

17,962
iy, 648

173,972

7,663
6,713

9,032

132,437
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Table 52 (Continued)

1935 1936

Item Revenue  Expend. Revenue  Expend.
A. General Affeirs Board

1. Protective Tariff for 36,173 - 46,498 -
dom. salt prod.

2. Debt Management - - - -

3. Sinking Fund 4,973 - 7,122 1,057

li. Extraordinary outlays 6,068 4,839 7,666 6,201
for urban const. ‘

5. Warehouse stores 4,658 4,873 8,6L41 8,500

6. Railroad Bureau - - - -

7. State debentures - - - -

B. Military Section

1. Stores of uniforms 2,522 1,91k 4,300 3,576

2. Stores of weapons 1,2 1,281 2,44 2, Lkl
C. Financial Section .

1. Monopoly Bureau - - - -

2. Monopoly Transport Bureau 8,360 5,880 21,235 15,419

3. Monopoly Enterprise 22,084 2,608 62,519 45,256
(fuel, opium, tobacco)

4, Management of gov. real 4,136 2,247 6,090 2,990
estate

5. Investment 9,250 10,909 25,00k 23,875

6. Railroad & Highway 34,925 32,166 51,904 50,501
debentures

D. Industrial Bureau
1. State forest enterprises - - 10,747 9,161
2. Gold mining enterprises - - - -

E. Comunications Section
1. Postal Services 2,658 2,054 6,084 5,024
2. Postal Savings - -

F. Judicial

1. State Prisons - - - -
. G. Welfare

1. North Manchurian - - - -

Special Districts

Grand Total 137,058 90,771 260,553 174,091

Source: Data for 1932 from Manshu Chilo Ginko, Keizail %’ Tokei NempG, p. 35
(1935). Data for 1933-1936 from Manshii Chllo GInko, Kinyll Kelzai
Tokei Nempd, 1937, p. 28. —
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promote considerable capital comstruction. Let us examine in more detail the
composition of the total budget for the years 1932-1936 by first examining
actual receipts and expenditures for general account and then for the special
account (Tables Sl and 52, pp. 234, 235, 236). First a listing of actual
asmounts and then a discussion of the significance of these amounts in terms of
economic undevelopment undertaken in this period.

From the data on receipts for ordinary revenue in the general sccount,
forelgn trade duties comprised the largest amount. Taxes from land, profits,
and commodity sales rapldly increased and later superceded receipts from the
forelgn trade sector. For extraordinary revenue, debéntures were a very small
amount and what additional receipts were necessary for administrative expendi.
tures, intra-account transfers and surplusee from previous years made up the
gap. Total revenue for the general account increased rapidly after 1932 and
with the exception of a decline in 1935 (and it seems this occurred because
of changing the fiscal year for the budget) showed an upward trend.

For the expenditures under the general account, outlays for military af-
fairs made up the largest outlay, and much of this was used for regional
'pacification'.l The second largest item was absorbed by the general affairs
board which handled all central administration and economic planning and con-
trol. The third largest category was for general welfare in which the princi-
Pal component for this category was regional administration, policing, and
sanltation. The fourth largest category was devoted to financial affairs .
vhich included expense for tax collection, debt management, and general invest-

ment in capital construction for govermment administration. Total expenditures

lop. cit., Manshiikoku Zaisei no Shdraisei, pp. 150-180.
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increased too, but were much less than total receipts for this account, so
that a general surplus was available over these years.

It has alresady been pointed out that the special account of the budget
assumed larger significance after 1937, but even for this early perlod it con=-
stituted the better part of the total budget for 1935 and 1936, as the state
vas compelled to spend greater amounts for military and transportation purpo-
ses. Within the specisl account the breakdown was very similar to that of the
general account inasmuch as the s;me goﬁernment agencles were represented,
e.g., general affairs board, military section, financial section, Judicilal,
general welfare, etc. The first three branches were the most important for
investment and financing. The chief source for expenditures for these sections
were flotation of Manchoukuo debt instruments which were sbsorbed hy the Japa~
nege banking community, the state, and Manchoukuo banks and enterprises. When-
ever it became necessary to acquire large sums of income for military defense,
capital construction, railroad building, etec., debt financing provided the
needed amounts and this was entered in the account both as revenue and as an
expenditure for the item at hand.

The imposing items under special account asre found in the financial sec=-
tion (after 1941 this became known as the economic bureau or department) in
which debentureg for rallroad and highway activity and receipts from operation
of monopoly enterprises were the most outstanding. It would be interesting to
be able to give an account of proportions of government debt issue held and by
whom. For the early period the SMR and interests in Japan absorbed most of
Manchoukuo debt. After 1937 the total amount of state debt was 462,030,250
yuan in which 55 per cent or 255,030,250 was held domestically (of the total
amount of domestic debt 198,175,250 was debentures and the remainder of

56,855,000 loans ), while 45 per cent was foreign held (207,000,000), being
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credit flowing from Japan.l The general reliance on financing of economic
activity in Manchoukuo by debt issue ralsed the problem in many quarters of
the likellhood of pernicious inflation. Many feared that enterprises such as
the SMR and financial groups in Japan had reached the limit of their ability
to absorb more debt issue.l

Despite these fears, such key economic indicators as the money supply
and price level showed that fear of inflation at this time was groundless. The
money supply, if we consider only currency and coinage and exclude deposits,
totaled 151,865,000 in 1932 and by 1936 stood at 295,139,000, a twofold in-
crease.3 Expanding enterprise activity and need for cash balances for trans-
action purposes required an expanding money supply and the twofold increase
did not precipitate any sharp movements in the general price level. Accord-
ing to the Central Bank of Manchoukuo, the general commodity price index with
base year in 1933 had increased only to 106.1% in 1936.,+ The vigorous economic
activity that marked this period had not really caused a push in prices. Ex-
cess capacity and a moderate expansion of credit encouraged employment of
more resources. The expansion of industry and additicnal capital formation
required for building more transport capacity made for remarkably little price
rise.

Between 1932 and 1936 the state successfully created a new budget and

managed to keep administrative expenses in line with current receipts. The

lop. cit., Manshil Chiio Ginkd, Kinyl Keizai Tokei Nempd, 1937, p. 29.

20p. cit., Keizal Chosakai, Manshikoku Zaisei no Shoraisei, p. 286.

30p. cit., TPCCHTS, Vol. IX, p. 35.

b1bia., p. 12.
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reliance on intra-account transfers, previous year surpluses, and debt issue
to meet administrative outlays was not great. The main way in which the gov-
ernment could and did effect resource transfers was by its direct purchases

of goods and services in the economy either from revenue diverted from govern-
ment monopoly or enterprise earnings and from larger government debt iassues.
This was entirely handled under the account in the budget, the special ac-
count. It is worth noting that dependence on the special account to finance
development was maintained during the entire period of Japanese activity in
Manchuria. The shift in emphasis from depending on capital flows from Japan

to floating state debt became the unusual feature after 1938.

Finoncing Economic Development Under the First Five Year Plan

The first plan, enacted in 1937, typified a balanced yet more rapid rate
of industrial development than envisaged in the general economic program
launched in 1933. Furthermore the state had a much greater source of informa.
tion about the regiocn's resources at its fingertips. By 1937 activity was re-
stored to the pre-depression levels when military pressures dictated a speed
up in output of industrial goods and raw materials. The rather sudden exter-
nal pressures of war in the form of Japanese Imperial troops moving into North
China forced the revision of previously planned goals in such priority indus-
tries as metallurgy, fuels, and chemicals. To realize a much larger volume
and flow of raw materials and labor into such key industries, administrative
control and effective policing had to be introduced. Such organizational
structures ard economic measures have already been discussed. While regula-
tion of the avenues of distribution of imputs and goods and services was ne-
cegsary before development could be accelerated, a way had to be found vhereby

the state could muster its financial resources to get this great effort under
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way. This meant that the rate of investment from current income produced had
to be substantially increased and levels of current consumption fixed so that
an increase in investment on a per annum besis was possible and forthcoming.
This made for pressure on the existing resource base and brought about an
over full employment of resources in various sectors. It then tended to ag~
gravate factor price structures and create the grave problem of suppressed
inflation.

Before discussing changes within the budget and a genersl reliance on
debt financing and note issue to finance growth, a simple diagrammatic pre-
sentation of how investment for expansion of capital formation took place is
presented to clarify much of what follows. This diagram shows the main flows
by which the state was able to have resources transferred to the industrial

sector and rate of investment subsequently increased.



2k2

Diagram
1. Consumer Goods Sector 2. Debt Purchases
a. excise tsxes a. Japan
b. profit taxes b. Enterprises in Manchuria
c. lncome tsxes él; SMR
‘ V 2) Mangyd
Taxes (3) others
¢. Manchurian Banks
Wages (1) Centrel Bank
Profits (2) Industrial Bank
Rents for Development
Interest (3) Other Banks
y
Y
Budget (Both Accounts Included)
Revenue enditures
__%91. Taxes l. Political administration
a. direct 2. Policing & military
b. indirect 3. Investment
_}9. Revenue from State a. industry
N monopolies & enterprises b. agriculture
7 3. Debt flotations and loans c. transport
d. colonization
N k. Welfare, judicial, etec.
3. Enterprise Sector L, Direct Investment from
/' a. retained profits Japan into Manchuris
Taxes
Retained > (1) Investment for Capitel Formation
Profits NP
Dividends . (2) 1Investment in other sectors
7
Costs

The above diagram shows the four sources of industrial financing and it
is seen that the state budget is instrumental in the entire network of invest-
ment financing. While all sources were important for the fourteen year period,
at different times some sources loomed more crucial than others and thus be-
came the principal means by which growth would not falter. The state 18 the
principal agent governing the flow of funds. Though all sources played a

part in the growth of productive capacity after 1938 it is our task here to
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show the predominance of the role of the state.l

The restoration of peace and order between 1932-1936 had been accom-
plished with speed, and investment had increased principally by capital in-
flows which balanced the rising import deficit. Higher taxes also had helped.
The first five year plan called for the smooth transfer of capital and techno-
logical skill from Japan, and this was to be financed by expanding exports of
agricultural produce and raw materials to Japan as well as by further flows
of funds from Japan. The goals for output and capacity have already been
cited. The impending war meant the revemping of original goals and these were
drasticelly increased. To realize the revised plan meant the amount of capi-
tal originally planned for allotment to different branches of industry also
had to be increased. Some indication of the proportion of capital asllocated
between industries and the increases needed for fulfillment of the new plan

are glven below.

lIt is very difficult to gauge accurately what proportion of national income
vas diverted into capital formation because of the difficulty of constructing
intelligent sets of figures. The Japanese themselves made some estimates of
their national income, but we are provided with very little knowledge of the
methods they used in their computations. Miss Ann Rasmussen of Columbia Uni-
versity, in her forthcoming study of financing economic growth in Manchuria,
made use of these figures and calculated an investment rate as high as 27-29
per cent for the years 1938-1943. Given the wide margin of error possible in
the Japanese income data, this still compares reasonably well with similar
dubious Soviet figures for anmmual investment.
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Table 53
Capital Requirements for First Year Plan and Revised Plan
(1,000 Yuan)
Revised Plan

Catego First Five Year Figures
I Iron & Steel Industries 2o, k85 728,000
2, Liquid Fuel Industry 436,370 1,057,000
3. Coal Industry 150,000 315,000
L. Electrical Power 245,958 1,339,500
5. Rolling Stock for Railroads 27,813 -
6. Light Metal Industries 120,360 148,000
T. Automobiles & work tools 20,000 195,000
8. Armaments (including armored cars) 100,000 100,000
9. Aircraft 30,000 50,000

Grand Total 1,378,996 3,871,000

Source: TPCCHT'S, Vol. 1, Resources and Industry in Northeast China,
Pp. 135-1L1.

The near tripling of required capital was made good in part by retained
earnings and the establishment of Mangy3 consolidated heavy industry under
one gigantic corporate structure in 1938 so that assets of new zaibatsu from
within Japan were easily transferred to Manchuria. Yet the major share of
funds had to come eventually from state loans and investments in enterprises.
This could only be done by larger increases in government expenditures made
under special account. If both accounts are aggregated to show the flow of
expenditures according to different items we find the following trend occur-

ring from 1937 to 1941.
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Table 5L

Comparison of Expenditures According to Category
for General and Special Account (1,000 yuan)

Pacifi- Social
Pol. Admin. cation Indust. Welfare, Coloniza- Total
Year Expend. & Defense Develop. etc. tion Others  Expend.
1937 »333 135,074 229,496 7,141 399 166,233 583,667

1938 91,922 129,698 478,884 12,251 635 176,346 889,738
1939 103,393 162,610 522,492 15,564 48,358 193,354 1,044,814
1940 147,886 272,981 852,211 26,180 103,581 237,021 1,639,862
1941 149,918 375,124 814,418 38,133 106,301 217,075 1,700,969

Source: For 1237-l9h0, Cf. Kurazone Sussumu, "Tenkanki no Manshukoku Zaisei"
Manshu Keizail Kenkyl Nempd, 1941, p. LlO.
For 1941, cf. Choeabu, S0gd0 Chosa Hokokusho, 1941, p. 2.

In the course of four years total outlays increased nearly threefold. The
largest item for the period was that allotted for industrial development; this
sum accounted for approximately half of total budget outlays for the period.
It is interesting to note for 1941l the amount of retrenchment in expenditures
that was to take place (and did take place) as the government made an earnest
attempt to restrict unnecessary expenditures so as to ease the pressure of in-
flation. Industrial development outlays were curbed slightly while political
and military outlays were permitted to rise. Between 1940 and 1941 attempts
were made to cut industrial costs and eliminate waste and inefficiency in the
production lines. It is rather surprising to see the assistance colonization
received, for by 194l these expenditures surpassed those for social welfare.
The Japanese somehow refused to give up their obsesslon that they could trans-
plant large numbers of people into the northern waste lands for reclamation

projects and thereby alleviate population pressure at home.
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Outlays at the provincial level increased as well. Between 1937 and
1938 these expenditures jumped from 42 million yuan to 7O million yuan, about
a seventy per cent increase.l Again the mein reasons were necessity for a
larger police force, urban expansion, and industrial construction. The large
expense item for policing reveals the difficulty the Japanese administrators
had in maintaining order and for éeneral economic control. Yet even with this
diversion of funds from capital formation construction at the local level went
on at a spirited pace.

With the exception of the year 1941 the increases in budget outlays were
falrly staggering. The question comes to mind, how were these outlays financed;
what were the main sources for state revenue? The following table shows the
revenue side for both accounts in the budget and enables a focus on the pri-

mary revenue sources.

Table 55
Comparison of Revenue by Category for General and Special Account
(1,000 Yuan
Revenue from Interest Transfers
Direct Tariff Printing State Monopoly on Capital from prior
Year Taxes Duties of Stamps Enterprises and Loans yr. surpluses
1937 R ,009 T 10,5400 TO%, 105 5,700 48,520
1938 76,509 96,448 9,888 255,408 40,000 53,000
1939 94,7h2 107,551 14,997 475,732 65,000 85,000
1940 151,946 171,907 19,180 735,825 75,000 73,015
1941 211,740 165,368 32,149 712,510 . 79,298 Lk, 307
Debt Gifts to Receipts from Miscellaneous* Total
Year Issue State Lend Sales, etc. Revenue Outlays
W IIO—;T—(—35 - - 176’128 031:656
1938 366,916 - - 86,423 892,055
1939  396,k28 - - 40,009 1,030,697

lFor a good article on the nature of regional finance in Manchoukuo see
Sekiuchi Takeo, "Manshiikoku Chiho Zaisei no Seikaku", Mantetsu Chdsa
Geppo, 1939, Feb. p. 3.
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Table 55 (Continued)

Debt Gifts to Receipts from Miscellaneous* Total
Year Issue State Land Sales, etc. Revenue Qutlays
1941 385,598 44,195 23,123 16,021 1,714,310
*Phere nmight be some discrepancies between data taken from both of the

sources listed below. Data from Kurazono's study had to be aggregated (that
is, totaled up for both accounts) and then disaggregated in order to be fitted
into comparable categories in the SMR Chosabu study. For this reason, values
under Miscellaneous Revenue loom very large. Actually, part of this revenue

for years 1937-1940 should be placed in categories: gifts to state and receipts
from land sales.

Source: PFor 1941, Cf. Ch3sabu, S3g5 Chdsa HSkokusho, 194l. Vol. 1, p. 2.
For 1937-1940, Cf. Kurazono Sussumu, pp. 413, 419.

Despite the high state expenditures, revenues were to be anticipated of
such a volume to leave a surplus for the total budget. While the largest
share of outlays came from government monopolies and operated enterprises,
another important ltem which enabled the state to cover its expenditures was
that of an ever growing debt 1ssue. Taking the above flve years, debt issue
as a per cent of total government revenue ran as follows: 17 per cent for
1937, 4O per cent for 1938, 38 per cent for 1939, 31 per cent for 1940, and in
1941 it drops to about 23 per cent. Thus for years when the price rise was
especially sharp (1938-1940), debt issue ran from 30-40 per cemt of total gov-
ernment receipts. This was definitely a new trend in the state budget, and
shows 8 gradual dependency on inflationary measures to finance growth and mili-
tary programs. The cumulative debt outstanding at the end, after refunds had

been made, stood at 2,053,727,250 yuan.
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In 1941, in order to reduce inflationary pressures, state outlays were
cut and taxes raised.l Greater economy in the budget was introduced and such
devices as taxes, savings associations, lotteries, etc., were resorted to for
purposes of abgorbing excess purchasing power and reducing the demand for the
limited goods aveilable. 194l was a year of war for the Japanese cuplre, and
such a state of affairs should have prompted even greater increases in the
state budget. The fact that the state sought to push economy and cut back its
expenditures reflects the growing fear among planners and administrators that
inflation was getting out of hand and making economic planning very difficult.
This event shows also that to fulfill the ambitious revised first five year
Plan, Japanese planners had been forced to rely tremendously upon note issue
to finance development. Taxes thus were broadened so as to cut across a wider
area of consumer purchasing power holdings. New taxes such as special sales
taxes, transit tax, capital gains tax, corporation income tax, made their ap-
pearance, and such taxes as the clgarette tax, tobacco tax, real estate tax,
wine tax, and business income tax were increased.

How was debt shared between Manchurla and Japan? The following table
shows the amounts of debt held in the respective countries by enterprises,

banking institutions, and private individuals net of refunded debt.

lcr, TPCCHTS, Vol. 19, p. 192. Also see Manshi Chiio Ginkd Junenshi, 1943,

p. 330. "Because of a gradual inflationary tendency which resulted from out-
lays of capital for industrial expansion, the government re-examined its
financial affairs closely. This resulted in curbing govermment and enterprise
investment outlays."
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Table gé
Amount of Debt Held in Manchoukuo and Japan net of Refunded Debt
(1,000 Yuan)

Annual Debt Held Debt Held in Cumulative
Year Issue in Japan Manchoukuo Total
1932 3,H12 3,412 - — 3,[iz
1933 50,925 - 51,925 54,337
1934 10,799 7,200 3,599 65,136
1935 66,200 58,050 8,150 131,336
1936 88,650 58,650 30,000 219,986
1937 150,500 55,000 105,500 370,486
1938 199,750 49,750 150,000 570,236
1939 306,000 200,000 106,000 876,236
1940 727,490 370,000 357,490 1,603,726
1941 450,000 220,000 230,000 2,053,726

Source: yanshﬁkoku Chuo Ginko, Manshi Chuo Ginko Junenshi, 1943, pp. 375-79.

From 1932-1936 the largest share of debt was absorbed by Japan. But
after 1937 much more came to shifted to Manchoukuo proper. Still, for years
1939 and 1940 an unusually large amount was floated in both countries. The
cumulative total for debt issue rises at a rapld pace and by the end of 194l
exceeded two billion yuan. If thls sum were converted to dollars at the ex-
change rate of 4: 1, the total debt would have been around 500 million U.S.
dollars. Thus when expresged in familiar western currencles the total Manchou-
kuo debt does not seem really great. But this is only because in today's
vorld we have graduaslly become accustomed to dealing in such large sums. The
fact that Manchurie was still an under-developed economy and that debt issue
of this magnitude was a new phenomenon in the finance of East Asia mokes 1t a
more impressive figure.

The two main banks in Manchuria, the Central Bank and the Industrial Bank
for Development, absorbed most of the state debt. In turn, they issued loans

and esteblished deposits for the state, thereby making credit avallable to the
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state and to enterprises. Debt held by the Central Bank was a device to en-
able the government to finance its administrative chores while debt held by
the Industrial Bank was the mechanism by which the state financed capital
formation. After 1936 debt held by these two banks rose. For the Central
Bank alone the amount of debt assumed in 1936 was only 30 million yuan, and
of this amount the bank managed to sell 1,186,000 yuan. In 1937 the amount
held rose to 100 million yuan, and sales were pushed so that roughly 49 mil-
lion of that amount was passed along by the banks to businesses and consum-
ers. By 1940 the bank had assumed 505 milliom yuan and disbursed only one-
£ifth of this amount (109 million yuan).*

The difficulty in establishing a long term capital market in Manchuria
stems from the historical evolution of financial institutions and the general
agriculturel nature of the economy. Domestic capital had never been mobi-
lized except by local merchants and money lenders and then only on a very
small scale. Capital mobilized by these groups seldom left the locale from
which it was organized and channeled to financial houses, etc. It was only
with the banking system initiated by the Japanese after 1931 that a respon-
sible mechanism was established to rinance accelerated growth. The Central
Bank really was the only agency under law that could print notes, control
forelgn exéhange, and lead the way in correcting the structure of prevailing
interest rates. It served as the fiscal right arm of the state. When funds
from Japan proved insufficient and outlays by government were not matched
correspondingly by taxes or other forms of avallable state income, bonds were

handled by the Central Bank. The narrow limitations of the regilon's money

17pCCHTS, Vol. 19, p. 261, and Kurozono Susswmu, p. 42l.
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markets prevented any sizeable smount of bonds being absorbed by native and
mercantile groups. The only dependable agency was the banking system the
Japanese themselves had created. The handling of government debt by the In-
dustrial Bank Insured the creation of deposits by which the state could then
draw upon and transfer funds for purchases of goods and services in the busi-
ness sector. As funds moved out of the bank and were paid by the state to
enterprises, trading companies, etc. (and this was done simply by expanding
note issue) most of these notes, checks, etc., eventually returned to the
banks again in the form of savings deposits, repayments of loans by enter-
prises, etc. Thus greater state spending, a corresponding rise in currency
issue and bank loans, and then a rise in bank deposits were of the same cumu-
Yative process of financing development projects. The table below shows the
magnitude of change in this process of credit creation.

Table 57

Note Issue, Bank Deposits, Bank Loans, and the General Price Index

Amount of
Year Currency Issued Bank Deposits Bank Loans Price Index
1932 151,000,000 - - T 102.0
1933 129,000,000 300,000,000 287,000,000 100.0
1934 168,000,000 427,000,000 429,000,000 92.6
1935 178,000,000 505,000,000 42k , 000,000 103.h4
1936 254,000,000 647,000,000 501,000,000 106.1
1937 329,000,000 808,053,000 767,912,000 125.1
1938 452,000,000 1,107,753,000 1,205,167,000 149.6
1939 657,000,000 1,875,718,000 2,398, 379,000 181.3
1940 G691, 000,000 2,125,177,000 3,343,101,000 225.7
1941 1,371,029,000 2,886,171,000 3,296,571,000 2u8.7

Source: TPCCHIS, Vol. 19, pp. 12, 20, 29.

Though the period 1937-1941 is interesting from the standpoint of the greater
dependence upon note issue to finance investment plans, other sources of reve-

nue were still crucilal, such as funds flowing directly from Japan, net
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retained earnings that enterprises ploughed back into thelr operations, and
the growing revenue from state controlled enterprises, monopoly sales, etc.
But a definite turn had taken place some time after 1937, when the reliance
upon inflationary financing became an established fact. The sudden spurt in
prices so dramatically revealed by the above general price index and the
trebling of money supply showed that inflation had become the instrument to
compensate for insufficient savings. Thus some "forced" savings took place
.by the printing of more notes and as a form of involuntary savings it helped

1
to sustain the inflationary gap created by large planned investment.

The War Years, 1942-1945

After 1941 the Manchurian administrators tried to reduce that region's
dependency on Japan and simultaneously increase the supply of raw materials
and semi-finished goods that the home 1slands so vitally needed and now de-
pended upon Manchurias to provide. To counter inflationary pressures and main-
tain a balance between general supply and demand conditions within the eco-
nony, the government tried to pinch expenditures which were likely to be waste-

ful and economize wherever possible.2 Private cepital was more stringently

1"po talk about forced saving seems .... unfortunate, as the people with f{ixed
incomes, who reduce consumption when prices go up, nevertheless probably save
less than before. A 'forced levy' is therefore the better term." See Bertil
Ohlin, "Scme Notes on the Stockholm Theory of Saving and Investment", Economic
Journsl, Vol. 47, 1937, p. 69.

2Phese proposals were in line with the Economic Policy contained in the "Sum-
mary of the Fundamental National Policy of Manchoukuo" which was issued at the
first anniversary of the Bast Asias War, December 8, 1942. In brief, the pro-
gram for financial policy embodied in Section Seven called for a maintenance
of the yuan value, efficient allocation of domestic capital to all industrial
agencies, restriction on private business investment, selling government bonds,

encouraging civilian savings, and improving the banking system. Cf. Program of
Japan in Manchoukuo, p. 60.
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contrélled and state enterprises had to account for their funds acquired from
the banks and government. Because of controls on consumption and a general
consumer goods shortege, it was essential to mop up excess purchasing power
that had been building up rapidly from industrial financing. Government bond
sales and savings deposit banks were pushed.l Lotteries were held and the
populace was exhorted to make greater sacrifices for the war effort.

Taxes continued to be raised, and these increases occurred chilefly in
the form of excises levied on various assortments of consumer goods still
being distributed according to rationing schemes. Higher taxes and effective
means of tax collection had increased the state's recelpts since 1932. It
was reported on Occober 8, 1943 that since 1932 revenue from taxes alone had
increased from 49 million yusn to 384 million yuan.2 But while the general
populace was forced to bear a greater share of the financial burden to wage
wvar, thils source alone wes insufficient to match the required amount of state
expenditures that had to be forthcoming if certain segments of heavy industry
were to expand and a steady flow of goods and materials to Japan maintained.

Revenue for the total budget (general and special account) was to total
2,5T4,141,000 yuan in 1942 ;3,399,233,000 yuan in 1943; and 3,982,222,000 yuan
in 1944, Expenditures on the other hand were slightly less to leave an oper-
ating surplus: 2,503,179,000 for 1942; 3,197,431,000 in 1943; and
3,861,051,000 yuan for 194kh. As was traditionally the case, the budget was

balanced for the general account. A balance was set aside for unanticipated

lpor a detailed description of types of savings institutions established dur-
ing the war for mobilizing civilian savings and state efforts to recoup pur-
chasing power through lotteries see TPCCHTS, Vol. 19, pp. 162-168.

20p. cit., PoProgram of Japanese in Manchoukuo, p. 176.
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contingencies within the special account. The following two tables show both
accounts for the revenue and expendlitures side of the budget.

It will be noted that for the genmeral account the chief source of revenue
is taxes. Meanwhile on the expenditures side, outlays from the general af-
fairs board, military, and financilal (this now became known as the keizaibu
or economic section) account for the largest share. The trend first started
in the five year plan is continued. Again, it 1s the special account which
provides for the large increases by which investment is undertaken for capital
formation. The economic section within this account 1s the critical item and
the values within this sector cover between 40-70 per cent of the total reve-
nue for that account over the years under examination. I have itemized this
account in some detail relative to discussion of the other components of the
account. Within the economic section it is seen that the main source of reve-
nue comes from debt flotations and state enterprise revenue. The character
of the budget for the war years does not differ fundamentally from that of the
years of the first five year plan except for the actual values of monetary

outlays and receipts.
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Table 58
Estimates of General Account Budget Revenues and Expenditures, 1942-19uLL
(000 Yuan)
A. Revenue lg&gt 1943 19h4
1) Taxes & Tariffs 610,152 808,460 1,047,594
2) Stamps, Monopoly 213,2u8 246,540 267,406
enterprise revenue,
State enterprise
revenue
3) Total 823,400 1,055,000 1,315,000
B. Expenditures
1. TImperial Household 3,060 2,500 3,000
2. Qeneral Affairs 2k6,504 267,029 437,111
Board
3. Military Bureau 236,219 260,226 280,627
. Welfare Dept. 45,837 70,785 21,423
5. Education Dept. - - 39,859
6. Foreign Affairs - 5,338 1,325
T. Judicial Dept. 14,071 15,757 18,217
8. Economic Bureau 114,895 175,245 149,848
9. Communications 82,814 134,547 150,963
Bureau
10, Industrial Bureau - - -
11. Agricultural Bureau 79,999 93,297 11k, k402
Total 823,400 1,055,000 1,315,000

*After 1941 revenue was reported eccording to departments and bureaus and was
not recorded according to source. Thus each department and bureau, the same
in the expenditures section of the above received their revenue direct accord-
ing to stated amounts established and guaranteed by the state.

Source: Toyo Keizai Shimposha, Keizai Nenkan, 1944, pp. 230-231.
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Estimates of Special Account Budget Revenues & Expenditures, 1942-19uLlL

Table 59
(000 Yuan)
A. Revenue 19k2
1. General Affairs a
1. General Affairs Board 130,797
2. Military Bureau® 30,835
3. Welfare Dept.C 9k,216
4, Judicisl Dept. 26,230
5. Agricultural Dept.® 194,04k
6. Economic Bureau
a. State debt 432,112
b. Debt management 138,978
¢. Investment 202,727
d. Management of 17,535
state assets
e. Hydroelectric power  37,4lh
. Rallroad debt -
flotations
g. Mining enterprises -
h. Monopoly 323,547
enterprises
Total 1,147,347
T. Communications Bureau? 74,219
Grand Total 1,750,741

1943

272,950
30,481
126,509
25,613
246,601

546,117
212,787
236,787

33,283

51,430

363,56k

1,244,307

99,657
2,24k,233

1944

297,534
40,431
194,517
49,593
409,782

647,070
311,205
238,626

22,806

70,488

234,353

1,569,541

135,708
2,667,222

8This section includes revenue from city construction, regionmal financial

offices, warehousing, etc.

bMilitary section includes revenue from munitions, supplies, etc.

Caifts to the state from and out of workers' salaries.

dRevenue from state prisons.

€Revenue from forest enterprises, colonization enterprises.

fpostal services, Dairen port, etc.

Revenve from Economic Bureau has been disaggregated sbove.

Source: ToyS Keizal Shomposha, Keizal Nenkan, 194L, p. 232.
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B. Expenditures 19k2
1. General Affairs Board® 175,908
2. Military BureauP 30,835
3. Welfare Dept.C 99,452
k. Judicial Dept.d 26,230
S. Agricultural Dept.® 177,620
6. Economic Bureau
a. State debt 432,112
b. Debt management 138,978
c. Investment 202,727
d. Management of 17,32™
state assets
e. Hydroelectric 37, kb
projects
f. Railrocad debt -
flotations
g. Mining enterprises -
h. Monopoly 276,315
enterprises
Total 1,103,397
7. Cammun}catione 6k4,183
Bureau
Grand Total 1,679,679

1943
193,379
30,481
102,405
35,013

26,602
546,117
212,787
236,787
32,922
51,430

296, 366

1,356,257
86,389

2,142,431

1944

291,642

Lo,431
181,577

49,593
379,883
647,070
311,205
283,626

22,405

70,488

149,220

1,434,007
118,850

2,546,051

SExpenditures on city construction, northern frontier, regional financial

apparatus, warehousing, etc.

bMilitary expenditures on munitions production, stock piling, etc.

CLabor brigades, etc.
dstate penal system,

e Revenue from forest enterprise, colonization enterprises.

fpostal services, construction of Dairen harbor, etc.

Revenue for Economic Bureau has been disaggregated above.

Source: T8y5 Kelzal Shimposha, Keizal Nenkan, 1944, p. 233.
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November 1, 1942, a new Manchurian Central Bank was established and with
the old Central Bank it too was permitted to issue govermment certificates
and be responsible for the fiscal affairs of the government.1 The state put
up an amount of ten million yusn to enable this bank to commence its opera-
tions. Meanwhiie, the old Central Bank transferred many of its financial
dealings with industries, especially mining, to other financlal institutions
such as the Manchurian Prosperity Bank and the New Industrial Financial Coop-
erative Assoclation in February of l9l+3.2 The old Central Bank's prime func-
tion now was one of handling state debt operations, refunding, and providing
adequate note issue for the govermment to implement its economic and political
policy. The Manchurian Prosperity Bank was to provide capital for exploiting
mining industries and the Industrial Financial Cooperative Associlation and
other domestic private banks were to handle the financial affairs for general
industries and distributors in business fields. A mnew orgen, the Agricultural
Prosperity Cooperative-Treasury;nmde its appearance also and was to take
charge of financing agricultural efforts, principally in the fleld of coloni-
zation. The drastic reorganization of the banking system in late 1942 and
early 1943 was probably prompted by the need to have more efficlent credit
machinery available to finance the second five year plan. The Central Bank
had found it very difficult from time to time to discharge its obligations to
the state and manage 1ts other financial affalrs. Thus reorganization was
supposed to bring about a more effective division of labor in the banking sys-

tem. The Central Bank was recapitalized at a sum of 100 million yuan instead

11vid., p. 160.

2Tpb1d., p. 162.
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of the original 30 million when 1t was first concelved. Disbursement of cre-
dit and loans to branches of industry was now distributed among other banking
institutions.

Meanwhile, what was the situation regarding changes in money supply and
movement of prices in this period? The following table provides some knowledge
of this. Indicated are the increases in note issue, number of deposits,
amount of bank loans, and the course of the general price level.

Table 60

Amount of Note Issue, Deposits, Loans and PricesIndex, 1942-1945

Cunmulative Amount of Amount of Commodity
Year Note lssue Loans Deposits Price Inde¥
I9L2 1,728,1L5,000 3,913,628, 000 3,809, 392,000 267.9
1943 3,079, 783,000 7,146,956,000 5,132, 40k, 000 298.7
194k 5,876,854,000 15,520, 715,000 8,840, 305,000 358.3
1945 7,609, 334,000 21,u451,777,000 10,062,100,000 599.1

*1933 is the base year. Commodity wholesale price index of Changchun (Hsinkyo).

Source: Data from Vol. 19, Money & Banking in Northeast China, p. 29. The
Ohinese Resource Commission cbtained theée data from the Financial
Department of the Manchoukuo govermment, which in turn had obtained
most of it from the Central Bank of Manchoukuo.

Certainly a dangerous inflationary trend developed after 1942. With war
Japan could no longer be counted upon to handle Manchoukuo's debt flotations.
Payments for corporate and state bonds could only be obtained by loan capital
made avallable by the state banks. This accounts for the tremendous outpour-
ing of loans after 1942 to emable industrial enterprises to secure funds for
additional capital investment. In the second half of 194k, the total amount
of corporate bonds issued in currency reached 911,000,000 yuan, which when com~

pared to the first half of that year represented an increase of 385,000,000 Mxh&

lrpccHrs, vol. 19, p. 27.
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Note issue between 1942 and 1945 increased nearly sevenfold while the
price level rose more than threefold. By 1945 runaway inflation threatened
many séctors of the economy. Black market activities received official sanc-
tion since this was one technique of allowing consumers to obtain commeditles
through exchange. Still, vigorous administrative and policing controls pre-
vented inflation from getting completely out of hand, but we do not know how
much longer even this device could have continued to be successful 1n keeping
it within controlled limits. There had been a number of studies of price
movenents between 1937 and 1939 by investigators of the SMR to try to unearth
the real reasons why prices in that perlod moved upward so rapidly. Though
there 1s an abundance of price data for the early planning years, there is none
for the early 1940's, so no clear picture emerges as to which commodity pri-
ces led the increases and what general change in price structure occurred.l

In the finel periocd of financing, there is little doubt that budget expen-
ditures rose and were pald from the state treasury through the banking system.
This wes the prime means of financing further capital formation between 1942
and 1945. 1In this period inflationary finsncing became the main lever for
development. What prevented a total collapse of the economy before 1945 when
black market activity soared and the price level moved up quickly was the
ability of the Japanese to maintain tight administrative control. This in
ltself was no small achlievement, for it will be recalled that large amounts

of skilled manpower were dreswn sway to other theatres of war as the conflict

lgee Yoshihara Jird, "Manshu Senji Bukks no Ippanteki Kosatsu', Mantetsu

Chosf Gepp8, Nov. 1938, pp. 1-41, and Kondo Atsuhi, "Bukka Hendo yori Mitaru
Manshikoku no Keizai Jijo", Toa Keizal Kenkyu, April, 1938, pp. 11k-1ks.
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in the Pacific came ever nearer to the home islands. The Japanese in Manchur-
la were probably fast approaching the limits to inflationary financing in
early 1945. Experience in this line would seem to indicate that such financ-
ing of development can be fruitful and sound if some proper limits are respec-
ted and not violated. The real problem is to determine these limits, and this
only experience can do. Effective policing of markets and channels of dis-
tribution of course underlay the succese'of such financing operations and
cannot in any measure be wholly divorced from this type of econcmic planning.
How long such a state of affairs could have continued in Manchuria is hard to
say. Probably the Japanese planners were running out of time whep the Soviet

Union entered the war.



CHAPTER IX
CONCLUSION

The Japanese remained in full control of Manchuria for a short time
(fourteen years), yet they demonstrated ingenuity and skill in mobilizing re-
sources from within Manchuria and transferring capital and skilled labor from
Japan on a large scale to launch an ambitious program of rapid industrializa-
tion. The new plant capaclty envisaged by planners did not serve any parti-
cular welfare needs but was designed to serve the military. After a period
of reorganization and adjustment, & five year plan was launched in 1937. Tar-
gets were drawn up for industry and a bit later, a material and commodity
mobilization plan was drafted to implement this plan. Price control, regula-
tion of wages, foreign exchange controls, and stringent restrictions on allo-
cation of capital rapidly followed so that by 1939 economic development was
guided by planned economic control. The goals postulated in the plan were
extremely ambitlous and as already seen, only rarely realized. Despite non-
fulfillment of planners' targets, a rate of growth in industrial output was
achieved that compared favorably to results scored in the early period of So-
viet industrialization. An extensive communications network had been con-
structed, a hydro-electric system built, and numerous fabricating plants and
rrocecsing centers to handle ores and chemicals made their appearance.

We should not be blinded by a criterion of performance based solely on
the rate of industrial output. Serious problems in planning and neglect of
structural conditions gave the Japanese military planners difficulty in ac-
complishing their taske of transforming the economy to serve Japan's indus-

trial needs and to further the objectives of the Kwantung military group.
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Furthermore, the burden on Japan in terms of the loss of output and produc-
tive capacity from resources she gave up to Manchuria must be considered.
Despite the knowledge the Japanese possessed of agricultural conditions, they
made no positive effort to change the baslic conditions within agriculture or
competently attack the real problems at hand. These problems resided in the
soclo-economic character of the village and were the basic economic problems
of low productivity and inefficiency (not only in production but in marketing,
provision of credit, etc.) which prevented any substantial increases in output
and an elevation of per capita incomes. This state of affairs is explained
primarily by the lack of ability and desire of land operators to apply new
techniques to improve output yields. Though the lot of the Manchurian farmer
improved noticeably over the previous sixty years (this is indicated if for

no other reason than by the fact that extremely poor farmers of North China
could move to this land and acquire land to farm and after a number of years
eat better, dress better, and enjoy many more comforts), a dangerous situation
of declining lend fertility and larger population numbers to be supported made
slump periods difficult to adjust to and served only to perpetuate the
landlord-tenant-usurer relationships of siphoning away available surpluses in
the form of rents and interest payments. In this vay income was dlverted from
future productive investment in agriculture to consumption of luxury goods,
extension of mercantile activities such as brokerage, money lending, etc., or
agricultural processing industries. Failure to invest in more efficient farm-
ing methods assured the continuation of the circle of low productivity, low
incomes, and a trend toward further temantry and increasing the number of agri-
cultural workers. While tenantry and a system of land rents enabled much dig-

guised unemployment to participate in farming, a point was ultimately reached
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where it ceased to promote further productivity and only encouraged despoila-
tion of soll and improper care and maintenance of landlord capital stock.

SMR research teame published their findings and pointed out these prob-
lems, but the state did little to grapple with them. This is quite obvious
vhen after 1936 little investment outlay was expended for agriculture and the
state relied upon price fixing and policing in order to acquire the produce
1t needed to maintain the planned rate of industrial expansion. Thus in the
early years of Japanese agrarian policy administrative bungling and ineffec-
tive policies made for difficulty in acquiring the surpluses needed. Gra-
dually these difficulties were corrected by changing administrative methods
and introducing some incentives into the system, e.g., bonuses, sale of con-
sumer goods, remt reductions, etc. By 1943 and 1944 many of the rough spots
had been smoothed over and there were instances where the actual produce ex-
tracted concurred with intended planned surpluses. Throughout the early
1940's the Japanese were Just able to maintain a steady output of produce.

How much longer could this system have worked? Capital stock was being worn
out and not replaced. A constant output was being achieved only by 1mproper
use of land and dependence on extemsive cultivation. Furthermore, the inabil-
ity of the state to supply the farmer with adequate consumer goods and forcing
him to part with his produce at fixed prices made it more difficult for him to
maintain even his traditional living standards. This occurred when the pricés
of consumer goods and productive inputs were rising faster relative to the
prices he received for his produce. This engendered a mood of indifference
and extreme disgust for Japanese rule. Life under this economic system might
have been an important element which allowed the Chinese Communist cadres to
work their subtle agrarisn revolution in the countryside with such dramatic

success.,
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Agricultural output over the period was not appreciably increased. The
difficulty of acquiring sufficient produce in the early years of agricultural
control illuminates the difficulties of labor recruitment and training which
the Japanese planners were carrying out at precisely the same time. Inability
to control prices satisfactorily and the severe wage goods scarcities dis-
couraged workers from settling to Jobs for any duration of time. High labor
turnover and increaged demand for skilled and unskilled labor alike caused
sluggish production and breakdowns when the Japanese could 11l afford to suf-
fer them. In late 1939 and 1940 the situation became quite critical, but pos-
8lbly the enforcement and tightening of administrative contrel saved the day.

To solve the labor shortage problem large contingents of labor were re-
cruited from North China. The application of numerous units of unskilled
rural labor to mines and factories only compounded the difficulties of train-
ing and disciplining. For political and military control purposes all key
technical and managerial positions remained in the hands of the Japanese.
Little effort was made to impart new skills to the indigenous labor force.
Considerable numbers of skilled workers and technicians were attracted to Man-
churia from Japan by high salaries and favorable living conditions to work in
steel, liquid fuels and light metal fabrication plants. Even as the labor
force swelled in the latter half of the first five year plan, the ratio of
Japanese techniclans and managers to unskilled and semi-skilled workers re-

1

mained the same. It is probaeble that the Jepanese bequeathed little in the

lsee Adachi Yoshinobu, "Manshll K5gy®& R3dd ni Ken Suru Futatsu, mitsu no Ko-
satsu", Mantetsu Ch8sa Gepp8, Feb. 1940, p. 108. Taking a machine tool factory
in Mukden as an example in 1934, 96% of laborers employed were Chinese and
Manchurians and 4 % were Japanese. By 1939 91% were still Manchurians and
Chinese and only 9% Japanege. Of the 2,612 Chinese employed in 1939, only 59
could be conaldered as lower grade technicians. The larger number of Japanese
in 1939 is explained by the fact thet many were receiving on-the-job training.
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form of a skilled, disciplined work force to the new regime in China today.
The Chinese Communists thus would have had to train thelr own technicians,
accountants, managers, etc. Whey they in turn pushed their planning schemes,
it is also possible that the raw industrial workforce they had at their dis-
posal would have to be disciplined to attune itself to the new pressures and
demands of a different ruling class seeking to change Chinese society today.
For the growth of industrial output, one gets the feeling that more
might have been accomplished in terms of actual output gains and use of re-
sources if a bselanced and slower rate of growth had been followed as envisaged
in the original first five year plan. Gains might have been less spectacular
in the first few years, but a little later on they would have multiplied pro-
digiously and a rapid growth rate could then have manifested itself in

8ll economic sectors rather than a few isolated ones. The waste of resources

and productive inputs was great, as evident in the ratio of capacity to ac-
tual plant working operations in various branches of industry, e.g., iron
and steel especlally. Om the other hand, some industries which were incompa-
tible with the given resource base in terms of cost should never have been
attempted, even under extreme emergencies such as war. Furthermore, the
building of a giant hydro-electric system which was never fully used was cer-
tainly a malallocation of resources and represented waste despite the fact
that these enterprises were supposed to support subsidiary industriasl develop=-
ment at some future date. Granted that such projects are extremely capital
intensive and can only be projected as a form of lumpy investment, thié still
does not justify comstructing an electrical complex where there is no indus-
trial plant complex to feed. Industrial planning which conceived of output

expansion by a balanced enlargement of all economic sectors (agriculture,
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mining, transport, etc.) would have placed less pressure on the narrow re-
source base (here I have in mind specifically capital and skilled labor) and
reduced the serious inflatlonary pressures that built up.

The absence of a machine tool industry to service industry and support
further expansion caught the Japanese unaware, for they ran into serious shor-
tages of machines and parts in the latter half of the first five year plan.
The fallure of the U.S. and Germany to supply the contracted amounts placed
the plan in great Jeopardy. But the imbalances between sectors and the great
disparity between industry and agriculture came only from a 'big push" in
growth; the effort to accelerate growth by setting ceilings to consumption and
Ploughing back larger and larger portions of national output into industrial
investment strained all sectors of the economy. Concentrating resources to
build up certain branches of industry to the detriment of others caused such
great pressure on the limited resource base that serious shortages, ineffi-

ciencies in production lines, and general consumer discontent all Interacted

to retard fulfillment of the plans.l

Out of this resulted distortions in the pricing system which pushed costs
up and threw planning of production schedules off; this gave military adminise
trators great difficulty when they needed certain goods and raw materials for
immediate use. Without doubt this contributed to the decline in output in
certain branches of industry between 1938-1940, which has already been demon-
strated in a preceding chepter. The Manchurian case of rapid industrializa-

tion based on large scale investment in specific forms of capital formation

1lFor an excellent article on the pressures that can build up in an economy &as
investment is raised and resources are astrained, see S. Pollard, "Investment,
Consumption and the Industrial Revolution", The Economic History Review, Vol.
XI, No. 2, December 1958, pp. 215-227.
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ralses the important question of whether greater advantages to accelerate fu-
ture rates of growth cammot accrue to an economy if it instead favors a more
moderate growth pace in the beginning by stressing more balanced development
between sectors and stages within an industry.l I am using the concept "bal-
anced growth" as an input-output matrix calling for balance not only in the
composition of final goods but also for balance vertically in the different

stages of production.2

With the advantage of hindsight, it is possible to
point out that Japan's war effort would have been greatly assisted by Manchu-
ria if the latter could have exported more fibers, food products, minerals,
and seml-processed materials. Manchuria's ability to supply these goods in
greater sbundance would have of course necessitated a more rational use of
labor as well as encouraging gains in agriculture so that all sectors could
have advanced simultaneously. A better allocation of inputs of capital, tech-
nical skill, and financing among critical branches of heavy indusiry such as
pover, fuels, and construction materials would have permitted the growth of
certain consumer goods industries and assured more adequate utilization of
existing capacity in heavy industry.

We note the odd situation of Japanese planners building capacity simply
to bulld capacity, with little regard whether that available capacity would

be used effectively to support growth in other sectors. The delays, wastes,

1The "big push" proponents of economic developmeat have recently been taken
to task for their one-sided emphasis on certain forms of intensive capital in-
vestment. See Howard S. Ellis, "Accelerated Investment as a Force in Economic
Development", Quarterly Journal of Economics, November 1958, pp. 485-496.

27 am defining "balanced growth" as Prof. Rudolph Blitz has suggested as one
way to clarify this term. See Rudolph C. Blitz, discussant for papers on Bal-
anced Economic Growth in History in Papers and Proceedings of the American
Economic Association, May, 1959, p. 35L. -
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and self-inflicted commodity and material shortages from the prime concern of
building more capacity was self-defeating for the Japanese.

Another remarksble characteristic about Manchurian industrial development
was that it was achieved not by any husbanding of scarce resources and mobll-
izing savings but primarily by a staggering resource transfer from Japan in
terms of capital, technology, skilled labor, and administrative talent. With-
out this transfer process of factor complementarity taking place, Manchurian
industry could never have expanded so rapidly. The flows of capital can be
measured, but it 1s extremély difficult to assess the net contributions of
labor, skill, technology, etc., that were inserted by the Japanese. Just how
much this resource transfer was a drain on Japan is hard to say. The high
hopes of using Manchuria to solve the population problem and the resource
scarcity problem in Japan proper fell far short of ever being realized.l
Though Japan gained in acquiring much needed meterials to wage war from this
portion of her empire after 1940, the investment flows into Manchuria never
really ylelded the returns that were originally expected.

Perhaps some of the above problems and failures in planning would not
have occurred if the Japanese had demonstrated the same keen native ability to
be flexible in altering their objectives as they were in discarding methods

vhich did not prove sppropriate to realize certain ends.2 Take for example

lthe notion that Manchuria never benefitted Japan in any material way has al-
ready been cogently, if not laboriously, argued by Irving I. Kramer, Japan in
Manchuria, The Foreign Affairs Association of Japan, Tokyo, 1954, pp. 1-5L.

2As cited earlier, the Japanese were very flexible in correcting administrative
defects as regards agriculture and the recruitment of labor.
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the objective of colonization, which represented a great waste of continual
pouring of men and materials into the northern frontier areas to expand colo-
nization projects in which the marginal gains fell far short of the lnvest-
ments made. This effort could have yielded greater fruits if it had instead
been diverted to improving asgricultural yields 1n South Manchuris for such im-
portant crops as cotton, oil seed bearing crops, and basic food crops. The
Japanese seemed to suffer the same disease of "investment in 'grandiose' pro-
Jects" as the Soviets did. Witness thelr feverish efforts to locate airplane
works, automobile plants, rolling stock factories in Manchuris which never
succeeded in dolng anything more than servicing a few military planes and ve-
hicles. . This again shows that peculiar acumen of the Kwantung 'militarists’
to do things in a big way in Manchuria irrespeciive Qf the more sound though
drab proposals suggested by economists of the SMR of fashloning better inte-
gration of the two economles and selecting a more efficient investment cri-
terion.

Thus we have the picture of the military masterminding the development
of a small heavy industrisl complex insulated from the remainder of the economy
at large, namely, an inefficient and unproductive agricultural sector confron-
ted with the problem of maintaining greater and greater population numbers.
The industrial development of Manchuria by the Japanese was undoubtedly
an exciting and fascinating plece of empire building, and reflected the ef-
forts of a more advanced economy and society to impose its order upon one
more underdeveloped. In many ways the type of planned economic development
concelved and fostered by the Japanese in Manchuria and the character of eco-
nomic development of that region offer interesting insights into the complexi-
tles and problems of econcmic transformation in other underdeveloped areas

where gsimilar conditions prevail.
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TABLE 1

QUANTITY OF EXPORTS AND INDEX WITH

(Tons)

Soy Beans Other Beans Corn Kaolliang Millet .
Year Quantity Index Quantity Index Quantity Index Quantity Index Quantity Index Qu
1917 589,853 100 46,519 100 51,207 100 221,105 100 51,492 100 -
1918 b4s5,196 75 63,257 136 52,766 102 185,113 84 o,k 96 ‘
1919 720,022 122 79,626 171 57,638 113 79,%27 36 155,500 302 1
1920 630,467 107 34,426 7L 54,413 106 159,725 72 134,455 261 L4
1921 768,891 130 64,391 138 77,513 151 2ko0,982 109 55,108 107 2
1922 1,036,111 176 76,527 165 187,067 365 680,125 308  129,5L7 252 ;
1923 1,184,227 201 79,933 172 146,656 286 417,393 189 175,535 341
1924 1,365,516 232 91,312 " 196 52,264 102 118,265 53 241,312 469
1925 1,387,128 237 90,037 194  1bh,725 282 488,654k 221 272,735 529
1926 1,356,328 230 116,886 251 205,351 Lol 387,090 176 411,098 798
1927 1,723,00k 292 146,302 34 108,644 212 500,690 236 396,331 770
1928 2,383,362 4ok 114,167 224 82,023 160 480,309 217 318,751 619 1
1929 2,718,309 661 120,410 259 90,081 176 315,292 143 231,411 L4k ,
1930 1,971,295 334 132,213 284 65,604 128 142,673 65 k7,499 U481
1931 2,836,338 481 165,969 357 59,903 117 301,937 137 180,401 350
1932 2,572,584 436 96,871 208 70,333 137 37,151 169 231,578 L4g
1933 2,365,467 Lol 92,580 199 71,382 139 155,184 70 169,579 329
1934 2,498,355 4ok 136,707 281 124,365 243 201,582 91 242,250 k71
1935 1,766,251 299  160,1k2 344 33,258 65 71,746 32 105,374 205
1936 1,968,006 334 143,293 308 118,797 232 168,033 84 160,927 313
1937 1,974,235 335 112,621 2k2 111,911 233 126,910 57 127,366 2i7
1938 2,164,887 361 139,335 300 222,399 434 216,195 98 163,390 317
1939 1,711,804 270 16L,04 353 263,321 514 226,218 102 215,641 k415
1940 451,195 - 73,335 -~ W,109 - 37,676 - 43,950 - N
Source: Manshu Nogyo Yoran, pp. 821-822.



ABLE 1

DEX WITH 1917 AS BASE YEAR

(Tons)

Total No. of
Wheat Sesame Seeds Peanuts Hemp Agri. X's

ndex Quantity Index Quantity Index Quantity Index Quantity Index Quantity Index

100 - 48,277 100 2,272 100 3,264 100 - - 1,056,052 100
96 41,357 86 8k5 37 1,016 37 - - 862,60k 82
302 120,034 2L9 13,330 587 3,719 13k - - 1,290,566 122
261 hsh,237 okl 18,372 Bog 6,918  2kg - -

1,564,898 148
107 227,287 471 10,231 450 9,937 357 - - 1,515,045 143
252 84,059 174 10,489 462 - - 18,229 100 2,278,273 216
341 39,016 81 23,217 1,021 14,353 79 2,120,87% 201
k69 9,880 20 15,17k 668 29,468 162 1,984,474 188
529 12,809 27 11,935 525 13,933 76 2,497,818 237
798 582 1 10,741 473 28,718 158 2,596,376 2h5
770 37,516 78 4,611 203 21,174 116 3,041,022 288
519 113,47k 235 8,21k 362 28,317 155 3,630,856 3Lk
kg ho,L415 102 14,059 619 31,670 17k 3,689,266 349
W81 6,818 14 4,814 212 - - 49,195 270 2,766,162 262
350 584 1 - - 64,688 2,333 - - 3,575,979 355
49 25,338 53 b,99% 220 ko,2k7 1,519 33,102 182 3,530,820 33k

329 216 - 20,779 915 55,511 1,996 32,816 180 3,055,161 289
b7l 105 = 35,253 1,155 9,526 3,400 65,215 358 3,525,431 33k
205 21,020 M+ 17,667 751 103,850 3,73k  91,46Lk 502 2,533,589 2o
313 15,354 32 38,851 1,171 97,096 3,491  L6,459 255 2,922,948 277
2k7 12,967 27 8,354 367 92,92k 3,3k1 24,037 132 2,730,299 259
317 - - 9, 466 L7, 81,565 2,932 29,868 164 3,143,338 298

415 - - 19,868 894 27,810 1,000 51,000 280 2,765,881 262
- Not Completed Not Completed 13,572 - Not Completed Not Completed
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Current account

Visible trade
Invisibles
Interest and dividends
Business and labor profits
Shipping
Insurance
Tourist expenditure
Govermment expenditure
Other
Total

Capital account
Investment in Manchu and others
Recall of capital loans
Other
Total

GRAND TOTAL

Current account

Visible tiade
Invisibles
Interest and dividends
Business and labor profits
Shipping
Insurance
Tourist expenditure
Government expenditure
Other

Total

Capital account
Investment in Manchu and others
Recall of capital loans
Other
Total -

GRAND TOTAL

Source: TPCCHTS, Vol. 1G.

TABLE 2

MANCHURIA'S BALANCE OF PAYMENTS

Recelpts Payments Def. Bal. Receipts Payments
1938 1939
416,825 993,413 -576,588 521,342 1,540,756
8,222 151,436 9,461 206,912
aﬂ,9u 66,117 43,971 101,165
43,622 5,487 40,572 6,067
20,939 35,159 21,363 38,72k
290,635 46,729 418,182 133,908
1,523 19,795 1,76k 2,825
3,184 19,774 5,351 26,794
393,034 334,490 + 45,530 540,765 516, 395
726,691 92,496 1,447,738 169,399
88,415 215,093 61,62k 158,519
615,106 307,539 +507,517 1,508,162 327,918
1,624,965 1,645,497 - 20,533 2,570,251 2,385,070
1942 1943

593,201 1,525,926 -932,635 693,507 1,511,041
5,506 157,073 2,001 141,580
81,158 1Lk, k66 77,338 168,216
5,309 12,046 5,888 10,164
7,17 17,000 5,188 19,801
65,348 168,339 90,455 213,241
1,45, 3f6>E 665,325 1, Bh.z, hﬁl 672 1,506
3,1 15,543 343 14,027
T612,008 I;180.%2 W56 35,008.67h I,237.9%
1,046,684 67,924 698, 510 130,552
106,658 96,560 53,962 142,213
1,152,742 ~ 16%L,18% 588,258 T52,W72 ~ 272,165
3,368,941 2,860,772 +488,169  3,47h,543 3,021,741

See Appendix, Table 23.

*Enterprise profits and profits from services rendered.




TABLE 2

PAYMENTS WITH JAPAN, 1938-194LL '
iyments  Def. Bal. Receipts Payments Def., Bal. Receipts Payments Def. Bal.
1939 1940 1941
540,756 -1,019,432 468,539 1,859,881 -1,391,342 485,028 1,509,433 ~1,02L,405
206,912 10,880 255,479 12,861 300,731

101,165 47,356%  394,083% 27,095% 103,507

6,067 36,739 6,017 33,509 6,465

38,72k 23,499 k2,596 27,683 50,497

133,908 80,057 143,685 62,704 122,669

2,832 696,690 k7,209 1,264,035 456,933

26,7

516,395 ¥ 25,370 895,221 BB9,07h ¥ 6,17 1,425,808 I,000;802 ¥ 9,00
169, 399 1,448,327 168,526 1,562,134 100,780

158,519 25,406 152,135 14,465 205,970

10,839 30,019 18,849 55,310

327,918 +1,180,2543 1,484,572 350,680 +1,133,892 1,595,148 2, +"‘1,‘2'3'3,' B3
,385,070 + 185,081 2,848,332 3,099,635 - 251,303 3,509,364k 2,912,295 + 597,069
1943 194k
,511,041 - 817,534 706,675 1,100,086 ~ 393,411

141,580 17,585 96,641

168,216 310,280 373,638

10,164 14,203 8,974

19,801 L,97L 14,013

213,241 78,720 350,897

670,906 1,258,597 1,278,070

14,027 15,026 59,202
237,935 + 790,739 1)699:385 2:181Jh35 - 11132,050

130,552 437,806 307,949

142,213 + 479,767 52,2322 232,401

312 593,301

272,765 802,32 1,133,650 - 331,208
,021, 741 + 452,812 3,208,441 L,L15,171 -1,206,719
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TABLE 3
VOLUME OF TRAFFIC AND EARNINGS F(

Length of
Lines for Amount of Passengers
Date Traffic#* Investment* Munber Receipt#® Tons
1907-08 706.1 9,694 1,512,231 3,594 1,486,431
1908-09 707.0 32,545 1,686,140 2,965 2,609,03
1909-10 T04.0 40,879 2,179,062 3,250 3,568, 52
1910-11 710.2 55,830 2,349,088 3,265 3,922, 16
1911-12 693.8 67,759 3,158,270 k273 4,T05,6%
1912-13 693.9 72,265 3,905,822 5,009 4,681,69
1913-1k 690.9 Th, 317 4,143,687 5,069 5,782,16.
1914-15 690.8 75,558 3,617,547 L, 367 5,705, 9l
1915-16 687.3 76,257 3,708,165 4,842 5,860,T1
1916-17 687.2 78,040 4,410,816 6,040 6,229,75
1917-18 687.2 80,682 5,844,929 8,137 T,274,1T
1918-19 687.2 86,136 7,491,946 10,911 8, 334,08
1919-20 686.9 113,269 9,274,114 14,244 10,096,67
1920-21 686.2 141,377 8,123,411 14,659 10,154,05
1921-22 686.0 153,999 6,926,619 12,194 10,400,20
1922-23 686.0 164,768 7,645,068 12,389 12,043,87
1923-24 686.9 173,274 8,762,862 13,432 13, 371,'67
1924-25 693.3 186,608 8,732,718 13,645 14,588, 43
1925-26 694.8 195,940 9,109,004 14,531 15,045,259
1926-27 693.5 200,191 8,290,085 15,216 16,535,189
1927-28 690.8 21k,669 8,263,089 16,103 18,427,717

#O0mitted 000 yen.

Source: Report on Progress in Manchuria 1907-1928, Dairen, March 1929, p. 81.




TABIE 3
C AND EARNINGS FOR THE SMR (1907-1928)

ers Total Profit
* Tons Receipt* Receipt* Expenditures* Profit* per mile

1,486,434 6,160 9,769 6,102 3,667 5,194
2,609,036 9,542 12,537 5,161 7,376 10.432
3,568,527 11,242 15,016 5,818 9,198 13.065
3,922,164 11,642 15,672 6,548 9,129 12,841

| 4,705,690 12,471 17,526 6,908 10,618 15.143
) 4,681,698 13,912 19,907 7,847 12,060 17.383
) 5,782,161 16,159 22,275 7,914 14,361 20,696
5,705,948 17,550 23,217 8,345 14,872 21,528

) 5,860,716 17,261 23,532 8,175 15,357 22,345
) 6,229,757 19,882 27,815 8,436 19, 379 28,201
' 7,274,177 23,793 34,458 10,859 23,599 34,341
8, 334,08k 30,378 44,993 17,038 27,955 40.679

b 10,096,672 L6, 306 67,061 30,529 36,532 53.184
) 10,154,059 63,867 85,316 36,760 48,557 70.762
' 10,400,208 59,616 78,204 32,173 45,031 65.642
) m,oh3,_87o 69,518 87,813 34,169 53,644 78.198
2 13,371,673 72,583 92,270 35,788 56,482 82.228
5 14,588,437 77,019 92,562 36,553 56,008 80.785
L 15,045,292 80,536 97,395 38,801 58, 594 84.333
5 16,535,194 89,513 107,924 45,952 61,972 89.861
3 18,427,775 9k,0k1 113,244 k5,236 68,008 98.Lko

arch 1929, p. 81.
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TABLE L
PARTIAL GEOGRAPHICAL DISTRIBUTION OF MANCHURIA EX

(In millions of Haikwar

Trincipel Comotities 1923 i;g;n 1926 1923 ig;$a 1928 1923 g;§$a 1925 l9g§
Bean 20.6 19.0 34.3 0.9 1.6 1.2 14k 21.1 19.0 0.S
Bean Coke k6.4 37.8 3k.0 1.6 S.b 4.8 4.8 24,3 16.2 -
Bean 011 0.1 - 0.1 - - - 2.3 5.2 13.3 0.}
Millet 0.2 0.6 1.3 9.7 28.5 19.6 0.7 0.8 0.2 -
Kooliang 1.2 0.6 1.5 0.2 0.3 0.3 k.5 16.2 16.1 -
Wheat - 0.1 0.5 3.1 0.1 - 0.2 0.1 0.5 0.5 -

‘Coal and Coke 7.1 16,1 16.2 4Lk 3.4 3.3 3.8 11.9 11.9 0.t
8ilk and Silk Products 9.0 8.1 7.5 - - - 0.4 L4,5 3.8 -
Timber, Bamboo, etc. S.h - - 4.9 4.3 3.1 3.0 1.7 1.1 -
Iron and Iron Manufacture 2.9 5.2 6.4 0.1 0.3 0.k 0.2 0.5 0.7 0.
Seeds 2.7 1.8 3.5 0.2 0.4 0.7 0.7 2.2 3.0 0.c
Leather, Hides and Skins 0.1 0.8 1.3 - 0.1 - 0.3 0.2 0.6 -
Cigarettes, Cigars and Tobacco 1.0 1.2 1.2 - 0.3 0.1 1.7 1.1 1.0 -
Flour 0.1 - - 0.1 - - o.b 0.3 1.6 -

To quote author, "These figures taken from Annual Trade Returns of North China, Vol. 1, Manchuri
including receipts of Chinese goods from other ports. They contain some amplification and are »
exports to Germany, Dutch East Indies, Turkey, Persia, and Egypt. The exports to Germany are al
soya beans, and Turkey, Persia and Egypt took over 16 million teels of beens."

Source: From International Conciliastion (Documents for the Year) 1931. The Intermational Treade




TABLE L

" OF MANCHURIA EXPORTS BY COUNTRIES OF DISTRIBUTION

lions of Haikwan Taels)

Through
T IE Do LT Do eI Do Deri mm ol mm  metm
1.1 19.0 0.9 1.6 2.7 1,2 3.2 9.6 - 0.1 - 42.1 72.2 108.3 34.6 L6.4
4.3 16.2 - - - - - 0.2 0.4 0.9 1.7 63.1 68,4 57,2 16.6 16.0
5.2 13.3 0.1 0.1 0.2 4,7 8.7 2.6 2.9 1.6 1.3 18.8 25.8 =21.1 7.0 0.5
0.8 0.2 - - - - - - 0.1 = - 10.6 30.0 21.2 L4 1.5
6.2 16.1 - - - - - 0.1 - - 0.1 15.8 17.1 18.7 1.7 0.5
0.5 0.5 - - - - - - - - - 0.3 1.0 3.7 1.7 3.7
1.9 11..9 0.5 1.1 0.8 0.2 0.3 0.3 - 0.3 0.3 17.6 35.3 3k.9 - -
4.5 3.8 - - - - - 01 0.3 - - 19.6 12.6 11.3 - -
1.7 1.1 - - - - - - - - - 13.3 6.0 k.5 0.1 0.1
0.5 0.7 0.2 - - - - - - - - 3.3 6.1 7.5 - -
2.2 3.0 0.2 1.1 1.3 - 0.1 0.1 - 0.1 0.3 50 6.7 10.0 0.5 0.1
0.2 0.6 - - - - 0.1 0.3 0.2 0.2 1.0 0.8 1.3 3.k 0.1 1.0
1.1 1.0 - - - - - - - - - 2.8 2.5 2.3 - -
0.3 1.6 - e A - e a - - - 0.5 0.4 1.6 - -
Vol.

cation and are not comparable with figures given elsewhere.
0 Germany are almost negligible, the Dutch Eest Indies import from 4 - 6 million teels of

ernational Trade of Manchuria by Herbert Fei, pp. 24L-245,

1, Manchuria pub. by S.M.R, glve total exports to foreign countries by steamer and Junk,
The above does not include



TABLE 5
PARTTAL GEOGRAPHICAL DISTRIBUTION OF SOURCE OF IMPORTS

(In millions of Heil

Commodity Japan Korea Hong Kong United Ki

. 1923 1927 1928 1923 1927 1928 1923 1927 1928 1923 1927

Cotton Plece Goods 22,3 33.1 37.2 - - - - - - 0.3 0.3
Cotton Yarn 6.3 2.5 3.k - - . - - - - - -
Raw Cotton - 3.3 2.8 - - - - - - - -
Gunny Bags 1.7 40 2.8 0.1 0.3 0.2 1.1 5.4 6.2 - -
Sugar 0.8 2.6 3.2 0.5 1.3 1.9 2.0 1.9 1.1 - -
Flour 0.6 1.3 3.9 - - - - - - - -
Glass Manufacturing and Pottery 0.9 1.2 1.3 - - - - 0.1 -~ - -
Cigars, Cigarettes, Tobacco 1.3 0.7 0.5 O0.h = - - - - 0.1 0.1
Woolen Goods 0.6 1.0 21 - - - - - - 0.6 1.

Leather, Hides, Skins,
Bones, Halr

Iron and Steel

Other Matals,;Miﬁerals
Vehicles

Mechines and Machinery
Chemical Products and Medicine
Electric Materials

Dyes, Paints, Colors

Kerosene 01l .

Machine 01l

0.5 1.0 1.1 0.8 0.9 0.8 0.5 0.5 0.5 - -

2.9 kL5 48 0.2 - - - - - 0.3 0.
.4 2,9 1.8 - - - 0,2 0.1 0.1 0.1 0.
1.2 3.6 3.4 0.1 - - - - - 0.1 0.
2.6 48 38 0.1 - - - - - 0.6 O.

1.6 2.7 2.6 - 0.1 0.1 0.1 0.4 0.5 0.4 0.t

2,2 2.7 2.5 - - = - - - 01 -
0.3 0.5 0.5 01 - - 0.1 0.1 0.1 = O.
0.3 0.5 0k - - - - - - - -

0.3 0.3 0.3 = =« = = = e e =



IMPORTS INTO MANCHURIA THROUGH SOUTH MANCHURIAN PORTS

of Heikwan Taels) Through
- Harbin

from
Manchouli
ited Kingdom Germany United States China Grand Total Sul g‘zgho
53 1027 1928 1923 1927 1928 1923 1927 1928 1923 1927 1928 1923 1927 1928 1927 1928
.3 0.3 0.3 - 0.1 0.1 0.1 0.1 0.1 16.5 15.7 15.2 k9.2 L49.3 52.9 2.2 2.9
- - - - - - - - - 9.2 10.4 9.3 15.5 12.9 12,7 - =
- - - - - - - - 0.4 1.1 2.5 2.2 1.1 5.8 5.4 - -
- - - - - - - - 0.2 0.7 0.7 3.1 0.4 39 2.2 3.2
- - - - - - - - - - - - 3.3 5.2 6.2 3.4 2.5
- - . - - = 4o 1.4 1.4 3.3 3.4 2.7 7.9 6.1 7.7 = =
- - - - - 01 - - - 0.9 1.2 1.4 18 2.5 2.8 - 0.1
w1l 0.1 0.1 - - - 2.7 2.0 1.k 5.2 5.4 7.5 8.7 8;2 9.5 0.1 -
6 1.2 0.1 0.3 0.9 L.k - - - - - - 1.5 3.1 3.6 0.1 0.1
- - 01 - 0.2 0.4 0.1 0.3 0.5 1.8 3.3 2.8 3.7 6.2 6.2 1.9 0.4
).3 0.3 0.4 0.3 0.4 0.6 1.k 1.7 1.9 - - - 5.1 6.9 T.7 1.7 4.8
1 0.1 0.2 0.1 0.1 - 0.1 0.1 0.1 0.1 0.1 0.1 20 34 2.3 - 0.k
).l 0.1 - 0.1 0.1 0.2 0.8 1.7 2.1 - - - 2.3 5.5 5.7 0.6 0.6
.6 0.7 0.8 0.6 1.0 1.3 1.3 1.0 2.1 0.1 0.2 0.2 58 7.7 8.2 0.5 1.2
>4 0.8 0.9 0.1 0.2 0.2 - - = 0,7 0.9 0.9 3.3 51 5.2 0.2 0.2
>1 - 0.1 - 0.1 0.2 0.1 0,1 0.2 - - - 2.9 2.9 3.0 0.3 0.4
- 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.1 0.1 o0.1L 0.1 0.8 1.1 1.0 0.1 0.2
- - - - - - 4o 52 W5 - - - k.3 5.7 k9 0.6 0.9
- - - - - - 0.6 0.8 0.8 - - - 0.9 1.1 1.1 0.1 0.3
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TABLE 9

NUMBER OF FACTORIES AND WORKERS ACCORDING TO REGION AND TYPT

1936 1937 1938
Reglional Number of Number of Number of Nun
Distribution Factories Workers Factories Workers Factorlies Workers Factori
1. Kwantung 26 1,618 29 1,999 32 2,273 3k
2, Manchuria 428 2k, 078 L6k 26,811 549 36,523 612
Mukden Province 224 13,394 2kt 1k, 545 300 20,613 341
Kirin Ly 2,257 Ls 2,543 52 3,167 56
Pinkiang 32 1,418 3k 1,627 37 2,223 4s
Lungkiang 15 573 17 623 19 T76 20
Antung 53 3,976 59 4,689 75 6,572 82
Sankiang 1k 590 L 652 16 829 17
Heiho 1 52 1 53 2 163 2
Chinchow 15 679 15 683 15 703 15
Jehol 2 60 2 Th 2 89 12
W. Hsingan 11 453 - 13 584 13 621 13
Chientao - - - - - - -
Tunghua L 191 L 208 Y 220 L
Mutankiang L 162 4 163 5 187 5
E. Hsingan - - - - - - -
N. Hsingan 9 355 9 367 9 360 10
Total LSk 25,606 493 28,810 581 38,796 [y
1936 1937 1938
Type of Factory Rumber of Number of Number of
Fectories Workers Factories Workers Factories Workers
Ceramics and Construction 19 1,947 23 2,311 26 2,849
Metallurgical 39 1,811 42 2,166 51 3,159
Machine Tool 40 1,601 43 2,026 57 2,973
Transport, Ship Building 12 593 12 732 15 1,081
Luxury Goods - - - - - -
Chemical 36 2,959 38 3,286 k2 3,952
Fiber 117 8,965 130 9, 366 165 13,140
Textiles 20 633 22 792 25 993
Paper and Printing 35 1,373 39 1,648 s ] 1,992
Hides, Hair, Leather 7 308 T 295 7 373
Timber, Straw Braid 28 1,009 30 1,153 35 1,346
Food Processing 98 4, ho7 104 4,900 113 6,761
Electrical, Gas - - - - - -
Others ) 3 92 3 135 L 177

Note: An esteblishment employing five people or more is considered a factory. Factori

are excluded.

Source: Manshu Romu Kyokoku Kei, Manshu Kojo Rodo Chosa Sho, 1940. Secret. Published




TABLE 9

IES AND WORKERS ACCORDING TO REGION AND TYPE OF FACTORY

1937 1938 1939 19L0

umber of Number of Number of Number of

ries Workers Factories Workers Factories Workers Factories Workers

9 1,999 32 2,273 3k 2,450 35 3,331

L 26,811 549 36,523 612 39,739 684 41,892

T 14,545 300 20,613 341 22,963 372 2k, 576

5 2,543 52 3,167 56 3,844 59 3,655

il 1,627 37 2,223 4s 2,946 Th 4,615

T 623 19 T76 20 8u8 23 860

9 4,689 5 6,572 82 5,476 85 4,982

L 652 16 829 17 938 17 638

1 53 2 163 2 206 2 14k

S5 683 15 703 15 757 14 685

2 Th 2 89 12 103 3 129

3 584 13 621 13 959 14 692

L 208 Y 220 4 257 b 253

l 163 5 187 5 188 5 136

. - - - - - 1 6L

9 367 9 360 10 L5k 1 363

3 28,810 581 38,796 (2713 2,189 T19 L5,223

1937 1938 1939 1940

. Number of Number of Number of Number of

s Factories Workers Factories Workers Factories Workers Factories Workers
T 23 2,311 26 2,849 33 3,407 L2 6,259
L1 ko 2,166 51 3,159 57 4,039 63 4,601
)1 43 2,026 57 2,973 69 4,067 7 4,728
3 12 732 15 1,081 16 1,213 18 1,487
39 38 3,286 ko 3,952 b7 5,116 b7 4,363
35 130 9, 366 165 13,140 178 10,111 201 10, 391
33 22 792 25 993 30 1,759 39 1,907
73 39 1,648 L1 1,992 48 2,396 52 2,485
)8 7 295 7 373 T 340 T 291
)9 30 1,153 35 1,346 3% 1,443 ko 1,741
)T 104 4,900 113 6,761 120 8,039 128 6,668
22 3 135 L 177 5 254 5 302

le or more is considered a factory. Factories producing armsments and steel

jo Rodo Chosa Sho, 194%0. Secret. Published February, 194l. Pp. l-k.
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b

c

TABLE 10

(For year 1940, through August)

Manufacturing Industry Total 20-50 100 150  200°  300° koo
Totel Number of Factories 719 457 183 3L 14 19 i
Cersmics and Construction #2 13 8 5 5 7 2
Metallurgy 63 37 17 5 - 3 -
Machine Tool 7 46 21 5 L 2 -
Shipping and Transport 18 11 b 1 - 1 -
Laxury goods - - - - - - -
Fiber 201 119 68 1 1 2 -
Clothing 39 24 11 2 - 1 -
Paper and Printing 52 35 16 - 1 - -
Chemical g 26 10 b 2 2 2
Leather, Hides, Hair T L 3 - - - -
Wood Products Lo 33 6 1 - - -
Food Processing 128 107 16 1 1 1 -
Electrical and Gas, Water - - - - - - -
Other 5 2 2 - - - -

e Exclusive of Kwantung Province, all munitions and
of the iron and steel industry is sbsent as well.

b Factories employing 20-50 workers.

DISTRIBUTION OF FACTORIES ACCORDING TO NUMBER OF LABO

2

weapons works, mining and fuel ind

¢ TFactories employing not more then 100, 150, 200, ..., 900 employees.

d Factories employing 1,000 workers or more.

Source: Manshu Romu Kyokokukai, Manshu Kojo Rodo Chosasho, 1940. Secret.

Pp. 2h-25.



TABLE 10

TSTRIBUTION OF FACTORIES ACCORDING TC NUMBER OF LABORERS

(For year 1940, through August)

20-50° 100  150° 200  300° hoo® 500° 600 700°  800¢ 900° 1,000

457 183 3 1k 19 L 1 - 5 - 1 1
13 8 5 5 7 2 - - 2 - - -
3 17 5 - 3 - - - - - 1 -
46 21 5 L 2 - - - - - - -
11 b 1 - 1 - 1 - - - - -
119 68 1 1 2 - - - - - , -
2k 11 2 - 1 - - - 1 - - -
35 16 - 1 - - - - - - - -
26 10 b 2 2 2 - - 1 - - -
X 3 - ; - - - e e
3 S
107 16 1 1 1 - - - 1 - - 1
2 2 - - - - - - - - - -

all munitions and
s absent as well.

Be

weapons works, mining and fuel industries. It must be assumed that much

n 100, 150, 200, ..., 900 employees.

'S Or moIxe.

mshu Kojo Rodo Chosasho, 1940. Secret.

Pp. 2h-25.
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TABLE 12

COMPARISON OF ACTUAL OUTPUT AND THE INDEX FOR SELECTED COMMODITIES (1937 = 100.0)

Year Output Index Output Index Output Index OQutput Index
Flour (tons) Iron Ore (tons) Steel Ingots (tons) Creosote 0il (tons)
1937 425,931,404 100.0 2,256,707 100.0 453,889 100.0 17,753 100.0
1938 417,614,098 97.6 2,695,570 119.5 610,864 134.6 17,299  97.4
1939 253,651,286 59.7 3,075,957 136.3 542,579 119.5 16,425  92.5
1940 281,65k,16L 66.2 2,977,587 131.9 557, 370 122.8 16,807 9k.7
1941 265,843,020 62.5 3,703,025 16L4.T 559, 146 123.2 1,574 82.1
1942 309,933, 470 72.9 676,582 149.1 21,561 121.5
Coal (tons) Pig Iron (tons) Sulphur (tons)
1937 11,745,621 100.0 762,366 100.0 182,054 100.0
1938 14,476,097 123.2 827,126 108.5 229,423 136.1
1939 17,243,022 146.8 995,307 130.6 160,241 88.0
1940 19,580,597 166.7 1,068,968 1ho.2 176,810 97.1
1941 23,591,299 200.9 1,092,699  1Th.5 189,660 04,2
1942 24,235,828 206.3 1,302,313 208.0 154,215 84.7
Bean 0il (tons) Cement (tons) Alcohol (hectoliters)
1937 74,283,530 100.0 797,209 100.0 64,354  100.0
1938 72,515,332  97.6 1,239,250 155.3 130,303  202.5
1939 98,804,338  133.1 1,035,112 129.8 141,630 219.3
19k0 45,910,753  61.8 1,035,456 129.9 88,883 138.1
1941 38,580,078 51.9 1,076,637 135.1 167,943 261.0
Paper (tons) Cotton Cloth (pieces)® Bloom (toma)b
1937 19,149,930 100.0 2,278,728 100.0 406,641 100.0
1938 21,020,131 109.8 2,778,457 121.9 534,407 132.1
1939 20,961,611 109.5 2,529,807 1l11.0 460,249 113.7
1940 20,556,426 107.3 3,395,626 149.0 470,695 116.3
1941 21,188,718 110.6 L,364,259 191.5 469,611 116.1
1942 3,406,436 149.5 482,174  119.1

a A pilece is roughly 25-30 shaku or 30-40 feet.
b Wrought iron extracted from forge or puddling furnsce in which steel products are made.
Source: Chosebu, Manshu Keizai Tokei Kiho, Nov. 1941 and Aug. 1943. Indices were taken

from Nov. 1941 issue for years 1937-1940; for 1941-1942, Aug. 1942 volume. All
output ceme from Aug. 1942 volume.
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A NOTE ON SOURCE MATERTALS

Most of the factual and statistical material used in this study
was obtained from publications by the different research offices of the
South Manchurian Reilway Company. The dependence on one principal source
of information as this inquiry represents necessitates some discussion on
vhy and how the SMR Co. studied the economy of Manchuria. From this, we
can move to commenting on the problém of the validity or "usefulness" of
the date and whether complete reliance on it makes for distortion and an
inesccurate story of economlic development.

In March of 1908, an investigation buresu called the Chossbu was
established within the Company's administrative system in Southern Man-
churia.l From that date until 1923, that body was the single research
unit responsible for collection of materials and data on the economle and
sociological conditions in Manchuria and Mongolia. The findings were pub-
lished in monogreph studies, pamphlets, and full length books. In the
sphere of sociology, the topics studied were land customs and practices,
the area's legal structure, political and diplomatic events, and general
cultural matters. In the field of economics, more extensive publications
marked the bureau's efforts as a large number of works on a variety of

topics ranging over agriculture, monetary institutions, and public finance

1 Most of the information on the early history of the SMR's research
bureaus was obtsined from the second anniversary volume the company
published in 1927 titled Nanmansh@ Tetsudo Kebushiki Kaisha Dal Niju
Nenshi, SMR Co., 1927, pp. 1,250-1,278.
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made thelr appearance. A careful examination of these publications shows
that the bureau's efforis seemed to be more concerned with producing
studies of & monographic character. An enormous emount of attention was
devoted simply to grubbing for all available fects. In doing this, mem-
bers of the Chossbu went about their task with a meticulousness and care
to detall seldom seen in organizations of this nature which are creasted by
private business concerns. Nc studles of a broad sweeping nature that
might lead to eventual hypothesis formulation to explain certain cause and
effect relationships can bte found. As for efforts to generalize about the
history of economic change and evolution of politicsl and social institu-
- tions in Manchuria, such studies did not make their appearance until the
late 1920's, and then only by scholars in universities in Jepan (princi-
pally Osaxe and Tokyo Imperial University). During this first period, a
large amount of detalled information was collected, classified, and filed
in the Chossbu's archives and libraries for future reference. There wes
no systemstic effort to amass statistlcal information. The only work done
in the field of statistics concerned the compilation of foreign trade
returns. The Chosasbu in Dairen collected and sorted customs deta for all
Manchurien and North China ports to show the flow of commodities, value of
trade, exchange rates, etec.

From 1923 to the Manchurian incident, several important changes in
the technique of research manifested themselves. The events of World War
I accelerated Japanese commerciai‘penetration of China and Southern Man~
churia. The SMR Co., which was in a strong position to compete with firms

of Western capitalist countries, expanded its operations in all phases of
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activities, especially in the fields of transportation, finance, and
industry. The large investment, further installation of capital equip-
ment, and subsequent risk that was borne in the wake of such expansion,
forced the company to examine more closely economic conditions that might
impinge upon the profitability of the firm's operations. It became more
important to forecast and evaluate the significance of economic changes
taking place, in the light of foreign competitors' threats and actions,
and this induced the company to expand the facilities of the Chosabu and
encouraged more intensive research tc study price trends, egricultural
output, forelgn trade fluctuations, and conditions in the field of finance.
A vigorous step was mede to collect detailed information on prices and
their movements. Consideration of prices prompted an inquiry not only of
individual commodlty price movements but a need to compile indices of
price changes for selected commodity groupings.l Because of the importahce
of migrational movements from North Chine into Manchuria during the decade,
it became important to study wvage rates so as to determine what impact
populationlshifts made on the standard of living. At the same time,
several new branch research offices were set up to study economic condi-
tions in the Soviet Union and North Chins.

From 1932 to 1938, all research agencies of the Chossbu were
enlisted to assist the newly creeted state of Manchukuo which sought to

stabilize economic conditions and initiate rapid growth. Resources of the

1 TFor studies of commodity prices, the reader may examine the SMR's
early efforts along these lines. See Shomubu ChUsaka, ManshW@ Bukka
Chosa, 1927. I will comment on this study in greater detall later.
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Chosebu were mobilized to study very thoroughly the availsbility of
resources in the light of the new state's demands. Complete political and
administrative mastery in the region now ensbled the SMR Co. for the first
time to have a free hand to investigate as carefully as its facilities
permitted every aspect of the Manchurian and Mongol economy. Detalled
surveys of mineral reserves, forest area, and agricultural potentisl were
made. Studies of population were conducted with an eye to future labor
supply to feed heavy industry should such demend increase greatly. Vir-
tually all large industrial estsblishments were canvassed to note the
emount of capital equipment, its value, number of skilled workers and
managers, financial conditions, location, markets, etc. In this period an
enormous mmber of publications made their appearance and the Company's
research offices increased their accuracy of reporting as they acquired
more experience and additional edministrative machinery mede collectlon
and reporting easier. These studies served as the basic building blocks
fyom which the first five-year plan was grafted. The Manchukuo govermment
and Kwantung Army were completely dependent on this research agency for
its survey of resource potential and economic advice. Whether, of course,
they accepted it on all occasions is a matter of grave doubt and interest
and only more study on this issue can provide these answers.

Fram 1938 to 1945, the SMR's Chosebu and the Hsinkyo branch office
concernad itself with plotting the course of the economy under planned
control and wartime conditions. Both published new statistical journals
in which time series on industrial and agricultural output, prices, quan-

tity of money and composition of money supply, capital stock flofations,
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stock prices, foreign trade réturns were published. In one particular
Journal, the results of the first and a portion of the second year plan
were published. Meanwhile, the Chossbu continued to make forays into the
area's economic history with studies of China during the Ch'ing dynesty
and of problems in public finance, agriculture, and commerce during the
interim period from 1912 to 1932.

From the time when the first research office of the SMR Co. opened
its doors in 1908 in Dairen until 1941 when the system had evolved into a
complex, highly independent research bureau, the actual organizational
structure for conducting study underwent considerable change. Rather than
trace this, let us indicate the various research groups in the SMR in 1941,
One of the largest sections of the Chosabu was devoted to pure and prac-
tical scientific research in the physicel sclences alone. Experimentation
and research went on in the fields of metallurgy, chemistry, fuels, agri-
culture, machine tool production, etc. In North China, the Chossbu main-
tained & small research group to study egriculture, commerce, finance, and
industry in that region. The Chosabu, however, existed as only one part
éf the SMR's research organization, for four branch offices were located
respectively in Shanghai (Shanghal Jimmusho), Heinkyo (Hsinkyo Shishs),
Tokyo (Tokyo Shisha), and a railroad statisticel agency (Tetsudo Sokyoku)
that gathered date on railway activity in Manchurie, e.g., freight, rates,
rew construction, etc. Each of these offices conducted different research
as agreed upon by officials of the govermment and the company. The fol-
lowing diagram presents a general idea of the scope and activity of the

SMR.
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The Principal Research Agencies within the SMR Company

Shanghai Jimmusho

1'

2.

Research Office (pertains to economic conditionms in N., S.,
Central China)

General Affairs Office (handles matters of R.R., Business, and
personnel)

Shinkyo Shisha

1. N, Manchurian Economic Research Office (study of economy of
N. Men.)

2. General Affeirs Office (concerned with matters of research,
surveys, study of economic conditions in Man.)

Tokyo Shisha

1. East Asia Economic Research Office (makes study of S.E. and S.W.

Asian economy and resources)

Tetsudo Sokyoku

1.
2.
3.
L,

Research Office (studies economic conditions within Jepan proper)
Research Office to collect data at Harbin and Mukden
Mekes study of R.R. system

General Business Affairs Office

Chosabu of SMR Company

1.

Central Experimental Station

a. Agricultural Station (research in leather, food processing,
and general agricultural chemistry)

b. Fuels Section (research on gas, synthetlc fuels, coal shale

© liquefaction, etc.)

c. Organic Chemistry Section (research on soy bean, bean oil
fivers, organic studies, etc.)

d. Inorganic Chemical Section (research concerned with elec-
tricity, ceramics, general inorgsnic chemistry, and
inorganic analysis)

e. Genersl Business Section (concerning management and ganeral
business conditions)
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2. Ten Substations to Study Economy of North China

a.

In North China the Chdsabu maintained ten affiliated
research stations to study statistics, collect materials,
local customs, transport, resources, agriculture, labor,
general economic planning, capital accumlation, etc.
The Company also maintained a General Business Affairs
Office which handled the Compeny's general business and
internal affairs.

3. Various Research Offices within Manchuria Proper

The following is a brief listing of the different offices and
and their functions:

a.
b.
C.
d.
e.

Research Office to study Mongolian Economy

Research Office to study resources in Menchurie and Mongolia
Office to manege library and archives at Dairen

Fourth Research Office (research on resources of East Asia)
Third Research Office (study of Northern areas of N.
Manchuria)

Second Research Office (concerned with statistics and
planning within the SMR Co.)

First Research Office (concerned with statistics and
planning within general economy)

Materials Section (concerned with publishing and collection
of research materials)

Office to Study Planning (related to controls and setting of
targets in Manchurian Economy)

General Business Office

The above administrative outline shows the varlous offices that

studied Mongolia, Manchuria, China, Japen, and Southeast Asia. In most

instances efforts were devoted to maintaining high scholarly standards

with considerable emphasis on collection of meny basic materials. Many of

the offices made special efforts to find local data and material and teams

were organized and dispatched to make on~-the-spot surveys of conditions

relating to the problem at hand. We have discussed research organizations

and their functions; let us now turn to examine some of the general

publications of the company.
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One of the best scholarly Journals and a source which has proved
indispenssble in this study was that of the Mantetsu Chosa Geppo, &
monthly publication devoted\easentially to economic affairs in Manchurie
and China. The journal appeared sbout the time of the annexation of Man-
churia by Japan and continued as a monthly publication until the end of
World War II. It waes comprised of three basic sections. The first dealt
with a wide area of economic topics snd consisted of several lengthy lead-
ing articles. High scholarly standards usually prevailed: sources were
propérly foctnoted, tables and other relevant statistics cited were
acknowledged and explained, and in nearly all instences, new material was
presented and analyzed.

The second section provided a list of basic materiels that repre-
sented new acqulsitions of the company. They were presented with comments
by the research workers. They might consist of village land records,
studies of reglonal tax systems, individual enterprise studies, household
budget surveys, etc. In the final section, bibliographical material and
statistics completed the publication. The bibliographical section carried
a listing of major books and journals dealing with the Far East. Chinese
and Western materials were well covered. The statistics consisted of
prices, industrial and agricultural output, stock values, changes in the
components of the region's money supply, and foreign trade returns. The
coverage 1s sultable until 1937 and then the statlistics thin out a bit.
For prices, we are given index numbers only. Output daste have all but
disappeared. Matters that are adequately covered are quantity of paper,

coinage in circulation and issued, volume of freight transported, stock
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prices and some forelgn trade data expressed in value terms.

While the Geppos considered a wide variety of economic subjects
and problems, both past and present, the company's publication, the Manshu
Keizai Nempo, an economic year book appearing from 1931 to 1941 contained
Information about the progress of the economy. The early issues are very
useful as they make reference to conditions prior to 1931 and meny datae
from the company archives are utilized. After 1937, the focus is upon the
five-year plan. These studies had falrly wide circulation so that secret
data on results of the plan after 1938 were withheld. Thus the picture we
get is one of goals and targets. The final issue in 194l departed in con-
tent and manner from early issues. This study contained a series of
essays by econonmists on various problems of economic growth: maintaining
increased agricultural output alongside of accelerated capital goods
investment, problems of agricultural workers, changing pattern of public
finance, the difficulties of mobilizing indigenous capital, and instabil-
ity and growth in one industry, textiles. From a security standpoint, the
company was not permitted to discuss openly basic problems in heavy
industry.

Besides publications of a general economic character, the company
issued numerous statistical journals on finance, lebor, trade, and industry.
In the latter years of the first plan and all throughout the war years, a

very fine statistical journal titled the Manshu Keizai Tokeli Kiho devoted

ite pages to reviewlng results in planning as well as many other topics.
I am not exactly sure when the final issue was published. At dste, the

most recent edition I have seen was that of August, 1943 which gives the
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results of the first five~year plan for egriculture, forestry, livestock,
manufacturing, and extractive industries. For many commodities, the
results of the first year of the second plan were given too. This statis-
tical quarterly was for official use only and circulated among planners
and administrators at the plant level.

Besldes these efforts to measure the different currents of the
growth prbcess, the company played an important role in surveying the
region's resources so that the Kwantung Army could set up the first five-
year plan. Several hundred publications were grouped under the series

titled Manshu Gokanen Keikaku nerabini Ritsuen which were considered the

basic building blocks for laying out tergets for all branches of the
economy. These studies were classfled secret and only since the end of
the war have they become available for use in this country. They contain
a wealth of material on sgricultural resources (amount of cultivated land,
population in rural areas, output of different crops, etc.), mineral
reserves (estimated quantity of particular minerals in ground, location,
eveluation of quality of reserves, etc.), and numerous industry studies
(showing location, output, workers employed, eamount of capital, etc.).
Another extremely useful statistical publication is that of the

Manshukoku KoJo Tokei, or statistics on factories in Manchukuo. The SMR

company and two other goverrment agencies published this study Jjointly.

Issues published ran from 1932 to 1940. Unfortunately, I have not located
a complete set and there are several gaps. To my mind, this is one of the
most important sources of manufacturing statistics with which to study the

course of industrislizetion. The study consists of two parts. The first
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comprises aggregate data for all factories in Manchukuo (including Kwan-
tung) for nine branches of industry: metallurgy, ceramics, gas and
electricity, textiles, paper, machine tool products, miscellaneous,
chemicals, wood products. The number of factors for each branch of
industry is given with data on employment, hours worked, wage outlays,
outlays for fuel, power, raw materials. The second part then proceeds

to show what this same situation is in industry for each'province in
Manchukuo. If all publications were avelleble, it would be very possible
to conduct an input-output study for various branches of Manchukuo indus-
try and calculate labor-output and capital-output ratios. Unfortunately,
however, all industry is not covered, for military production (airplanes,
munitions, weapons, etc.) is consplcuously absent.

The above listed works are some of the best materials the company
produced on the Manchurian economy. Their usefulness 1s limited, however,
to a careful portrayal of economic conditions prior to 1941l. For those
critical war years 1942-1945 ﬁe are unable to depend upon SMR publications
because they ere simply not available in this country (or probably Japan
for that metter). But now we can make use of the publications of the
China Resource Commission (mentioned in Chapter I, Introductiomn). All
data and information collected in this compendium of twenty volumes were
obtained from Japanese publications made during the wer. These studies
stress especially wartime statistics so that this source mskes a valuable
addition to the SMR company studies.

The major publications of the company have been listed. What can

be said of the statistics themselves? Just how good are they and can they
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be relied upon to isolate certain problems, observe trends, clte cause and
effect, and in all, measure the economlc performance of the Japanese in
Manchuria? These questions can be answered in part by relating them to
the methods of data collectlion and the questions research staffs asked
themselves vhen they amassed Information. From procedures of collection,
it is possible to note the representativeness of the data and what wes
done with statlistics once'they were tabulated. Then the indices that were
compiled can be examined to determine how good a measure they provide for
the quantities originally exemined. These reflections may provide an
evaluation of the Company's fact~finding techniques to determine the use-
fulness of the statistics employed. Iet ue do this in some orderly
fashion. First, a discussion of agricultural statistics, since they are
most ebundent and are the province of long company research and observa-
tion. Better knowledge of how good the data are for this industry can be
a benchmark to caat judgment on validity of other industrial data. After
discussing agricultural dseta, we will move to comment on price indices,
end finally, how standard of living indices were compiled. 1In these three
important arees, the above sets of problems can be adequately discussed.
The SMR Co. certalnly devoted a tremendous amount of time and
effort to study agriculture in Manchuria. Because most of the population
depended upon this form of production for a livelihood and the general
welfare of soclety was closely allied to the health and prosperity of this
Industry, we find that the company's prime concern was with the flelds of
production and distribution, especially, the former. From the literature

itself, 1t does not seem that any dominant question obsessed the minds of
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research workers. It is apparent, how;ver, thet from the time and atten-
tion devoted to matters of production alone, these matters particularly
invited the concern of the investigators. Yet the field work done only
touched upon thls issue indirectly.

When field work was conducted, it wes oriented toward learning
about the distribution of property and land in the villages. On the basis
of evidence gathered here, asn attempt was made to categorize rural soclety
on the basis of a'dystribution of rural wealth. Frequency tables of land
distribution, property, etc., were made by household and also on a rather
schematized classification system of grouping farmers, e.g., rich pessants,
landlords, poor peasants, egricultural workers. From this, generalizations
were made shout the concentration of relative social and economic power in
the countryside. Class relationships in the process of production were of
great interest to the researchers.

The implicit assumption adopted by the company seeﬁed to be thet
once production in agriculture was evaluated on grounds of class relation-
ships, the cause of low productivity could then be determined end policy
enacted to correct this. I say lmplicit assumption, for methodology and
technique were never carefully spelled out in any of the publications I
have seen. The deta collected were of two types: +there was the informa-
tion pertaining to actual villasge economic conditions; secondly, the
compeny tried to see the industry as a whole and measure its output and
modes of land utilization.

For the former, research teams visited villages and were respon-

sible for the records acquired and examined. These materlals provided the
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data from which frequency distribution tables on land and other ssset

distribution were made. The Mantetsu Chosa Geppa especially published

meny such results of villages and hsien studies for both N. and S.
Manchuria on matters of land holding distribution, household revenue and
expenditures, taxes, etc. In using these data, the scholar is faced with
two importent problems. He knows little of the sampling procedure used
and this casts doubt on the representativeness of the date at hand. Some
studies do make mention of this, but in most instances we know little as
to whether the village selected was chosen on an arbitrary basis or
whether a systematic policy did govern the inquiry. Most of the time we
are forced to operate on the rather heroic assumption that these village
studies portrey fairly accurately conditions in the surrounding vicinity
or hslen erd to discount any possibility of diversity of conditions when
generalizations are adduced.

The second problem concerns different land measures used in the
surveys. Teams that operated throughout Manchuria and Mongolia wrote up
their reports in the same land units they found. No attempt wes made to
convert different measurements to some standard land measurement. The
company did publish several studies on the different units of meassures
used in Manchuria and North Chine over the past fifty years and these have
been used 1n this study to reduce different land units to some common
denominator (preferably the femiliar Japanesg land measures). This was
attempted in Chapter IV but with considersble difficulty.

To the above two problems there is perhaps a third to be added.

The economic historian is always interested in plotting trends and
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doscribing cause and effect., Village data were never collected over a
sufficiently long time period to show any possible trend. Researchers
failed to conceive of thelr fact finding in long-run terms. Thus we are
provided with a statlc picture of Manchurien agriculture and this is quite
inadequate when we are awere that important changes in foreign trede,
capital penetration, and urbenization have taken place. ILong-run price
series and output and cultlivetion data are required to discuss agriculture
change and responsiﬁeness to other stimuli. While we do possess good
price data for the 1920's, we do not have sufficient output and cultivation
date to make too much use of these price data. The situation is altered
for the 1930's for then it does become aveilable.

The absence of time series in agriculturel statistics was one
noticesble oversight on the company's research efforts, but this does
point out one important characteristic of this research. It points to the
fact that the prime motivation in gathering statistics wes more for the
sake of fact collecting than anything else. When a research group is dom-
inated by the desire to produce only monographic types of study, it would
geem that the steatlistics collected would accurately reflect quantities
measured. This is the basis for my belief that the SMR's agricultural
data are quite relisble and dependsble. For this reason, I believe that
actual data on land holding, tenentry, rents, tsxes, farm income are prob-
.8ably pretty reliable. The great chore that remains for the scholar is to
go through the many, many village and hsien studies and note the regional
differences and changes over time 1f he is concerned with obtaining a

picture of & changing agriculture.
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In North China in 1939, the research branch office of the SMR
undertook a large-scale research project in Hopel and Shantung to study
six villages each. The purpose of this project was to obtain detailled
data on land holding, purchases and sale of land, credit institutions,
taxes, tenantry, family structure, etc., in order to obtain greater knowl-
edge on the social economic febric of village life in North China. Howb-
ever, rather than send research tesms to collect data from village headmen
and examiﬂe records on the spot, a number of teams went out accompanied
with interpreters. They carried with them questionnaires in which a list
of questions were to be put to all households in the village. Detailed
notes were kept of the questions and answers and these became the raw
material for the general study of agriculture in North China. The tech-
nique of epproaching the Chinese peasant directly and asking him questions
about his farming methods, taxes paid, land owned, rent and interest pay-
ments marked an evolution of field work technique that had begun years
before in South Manchuria. The results of this study, which took between
three and four years to complete, have been published in six lengthy vol-
unes in 1952.l It is not the province of this note to evaluate this study
but to mention only how village studies developed.

Maeny of the works on agriculture in Manchuria were cited in a

bibliogrephy published by the SMR in January of l9hl.2 This issue of this

1 Chugoku Noson Kanko Chosa Kenko Kaihen, Chugoku Noson Kanko Chosa,
VOlB. I-VI, 1952u

2 Sato Yo, "Manshu Nogyo ni Kansuru Jakkan no Bunken ni tsuite," Mantetsu

Shi£z§ IHE, January, 1941, pp. 1-25. Bibliographical section extends
from page 1 to page 49 in appendix of this same issue.
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particular journal cites work done in agrarian economic studies since the
Japanese moved into South Manchuria after the Russo-Japanese war. Western

and Chinese language studies are also mentioned. The Mantetsu Shirys Tho

is & valuable Journel discusslng statistical work and statistical methods
for weighting in compilation of indices. It is a very useful gulde to the
general economic work done in this period.

The other method of data collection alreedy suggested was that of
determining the aggregate farm output eaccording to product and amount of
lsnd under cultivation. The railroad administration branch was important
here because they reported all produce hauled to market and stored at
various Jjunctions. For actual farm consumption, these figures were esti-
mated. Because harvests are reported after it has been collected, we are
not involved in the problem of trying to determine whether figures repre-
sent actual harvested crop or that still standing in the fleld, which is a
fairly knotty problem when using Soviet agriculfural figures. I am still
not certain as to how area under cultivation was acquired. It might have
been done through exemination of land taxes paid; since these were pald on
the basis of area owned and worked. It might also have been arrived at by
teams canvassing certain areas and making estimates on a sampling basis.

The publication of a journal devoted strictly to the study of
prices marked a major milestone in economic research in East Asia for the
company.l This was & scholerly study publishing the results of careful
investigation of prices and their movements in which careful methods of

collection of statistics and construction of indices and graphs were

1 Shomubu Choseka, Manshu Bukka Chosa, November 10, 1928, pp. 1-152.
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employed. The reasons for such a work were apparent. Rapid gains in
trade, expansion in agriculture, incressed population, and & burgeoning
commercial class strongly affected the asctivities of the SMR railroad
network. The company now was in a position of influence and responsibility
and was regerded by most enterprises as the most important concern in
Maenchurie. Widening commercial ties and a growing interpendency of domes-
tic and international markets made such a price study valusble for all
concerned.

In the introduction, some general theoretical postulates are laid
down. These pertain to price selection, construction of indices, base
Year, and application of indices. This 1s followed by sowe discussion of
how datea were collected and from which source. The remainder consists of
e listing of different prices according to commodities and prices for dif-
ferent commodity groupings to cover the period 1912-1926 for different
areas within Manchuria.

Rather than immediately plunging into the matter of price series
the ground is first cleared by some formel discussion of why prices should
be studied at all. Their rationale for this study is that knowledge of
price trends can enhance our knowledge of the inner workings of the eco-
nomic system. The authors are careful to set definite limits, for they
state they are concerned only with presenting prices to show trends and
fluctuations in the market. Cause and effect discussion are omitted and
the results are to stand on their own merit. Govermment and business must
make thelr evaluation of the data at hand. The authors do express the

hope that the study will serve some use by 11luminating the course of the
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business cycle, changes in living standards, and fluctuations in value of
money standard used.,

Two principal types of indicesrwere constructed in this work. The
first, a general commodity index,was simply a rough average of an assort-
ment of different exchange values over time to serve as sn indicator of
economic acﬁivity. Its usefulness would be quite limited, however, as
such an index can tell us little more than trend in exchange value between
& monetary unit and goods. The other type of index proved to be more
important and consisted of various disaggregations of the general price
index according to defined clusters of commodity groupings. Selection of
a method to compile these dlfferent indices was to be made on the basis of
vhat the indices were supposed to reflect. By far, the most frequently
used technique employed was that of a simple arithmetic average, although
reference was made to geometric, aggregate, and Fisher ideal indices. All
methods of index compiletion were given in bare mathematical form.

Wholesale prices were selected rather than reteil prices on the
premise that the latter followed the trend in wholesale prices and sup-
posedly knowledge of these price movements was more informative. Groupings
of goods prices were made according to similar methods of production and
consumption. Thus, there were series for minerals, raw agricultural pro-
duce, processed food, fuels, household consumer goods, construction mate-
rials, etc. The welghting problem was solved by selecting goods which

were most important in each series, ranked by household, industry, or

goverrment consumption.



308

The suthors were aware of the importasnce of choosing appropriate
base years so as to eliminate inherent bias in the index. Base prices
were usually running averages for different months or several years. The
location effect on price structure was observed as well when it was stated
thet as one moved away from the large urban-market~finencial areas in
southern Kwantung Province, north, prices increased. Enough has been
mentioned to point out tinat the authors did take a lot of care and exert
caution in making this price study. The purpose of the study and the
techniques used are clearly explained in the beginning. Furthermore, we
are informed on how prices were gathered. The company exploited as many
organizations as it could for purposes of collecting price data. Vhen
grouped together there were roughly four such sources: +the Kwantung
administration seat in Dairen provided price data for that area; the SMR
raillroad gave price listings for its different zones; the Chosen bank
assisted strongly in providing additional materiels; finally, a score of
commerce houses (principally Chinese) which existed in every major city
were very cooperative too. These sources were canvessed carefully for
past and current prices. The Chosen bank proved instrumental in assisting
with the actual construction of a general price index, while the local
commercial houses were the msjor storehouse for price data in different
markets over time.

The actual citation of price data was done by first listing the
wholesale asggregate price indices for Tokyo, Mukden, Dairen, and Antung
for years 1914-1927. After that, most attention focused upon Dairen

prices. Next, an unususlly large amount of material on foreign trade
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values for Dairen were given (import and export prices and exchange rates
for different currencies). The remaining portion covered price series for
different commodities for different locales. A large number of graphs for
the fifteen-year period show the leading and lagging commodity group
prices. After 1931, the company continued its price investigations, but
official Manchukuo price publications mede their appearance when the
Central Bank was established. It 1s worth pointing out that the Bank's
price data publications are very simllar to that of the early SMR study,
as to how commodity groups were selected, areas covered, etc. How much
the Choseke price study influenced methods of the Central Bank is hard to
say, but it is not too presumptuous to essume that some communication
existed between the two and the Central Bank alweys had recourse to this
initial study if it so desired.

Of course efter 1932 it was possible to show price movements far
more accurately than in the past. More area could be easily covered,
methods of gethering improved, and more avallable personnel could take
part. We should remember that the 1928 study represented & bold étep Into
en unexplored field. The price data here have some use (though limited, I
fear, because other data were not collected with as much care; for instance
agricultural and industry data) and can be considered a measuring rod
reflecting business changes, purchasing power, and standard of living.

Our final consideration is that<of consumer expenditures lndices

during the late 1930'6.l Whilg this work does not show the work that went

1 Mantetsu Chosebu, Manshu ni okeru Seikatsuhi Shisu no Jigsal, October,
1939, pp. 1-10. Pemphlet.
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on in this field, it does concentrate fully oa methodology of sampling and
welghts used for index construction. In this small pamphlet we see how
the Central Bank and the SMR collected their data and comstructed indices
of consumer expenditures for salaried workers. The purpose here was to
note changes in general purchasing power, since the threat of inflation
was always in the background.

In 1936, the Central Bank investigated the number of salary earning
households in Hsinkyo, Harbin, and Mukden. A total of 325 households were
selected for study and information collected on income and its disposition
on a monthly besis. The samples chosen were selected as to their repre-
sentativeness. From the evidence accumulated, the share of income spent
for food, housing, fuel, clothing, etc., was determined. Weights were
given on the basis of the principal items purchased and consumed in each
of the above categories. Once obtained, these weights were inserted into
a simple formula in which price relatives of goods purchased were used to
construct a simple arithmetic average index for each month beginning with
1936.

The SMR standard of living index was compiled from data obtained
from salary workers employed for the railway company in Deiren. The base
year was 1931. Average monthly salaries were examined so as to note disg-
position of income. The same weighting system was adopted and the identi-
cal formula of multiplying these welghts by the price relatives and
aggregating into a slmple arithmetic average index was used.

The problems both agencies confronted when setting up these indices

were (1) determination of the pattern of consumption expenditures of
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households exsmined; this was essentially en empirical problem and accuracy
depended upon the care with which the data were tabulated; (2) investiga-
tlon of retail prices to use in the index formulee; egain this information
was to be obtained from published data on current prices; (3) selection of
commodities principally consumed in order to allocate weights; this fre-
quently called for subjective and erbitrary selection of price weights;

(4) f£inally, construction of the index and setting a base period. The
authors felt that data were sbundent and this was no problem. They did
express anxlety over some of the theoretical aspects of index construction
and cautioned care in using these indices for only specific purposes.

To conclude, we can state with some certitude that the cdmpany
proved competent in collecting data and exercised care in making it avail-
able for others in a variety of forms. Fairly high scientific standards
characterize thelr studies. The authors seem only interested in presenting

“the information for others to use. This would Justify using SMR statistics
in & prims facie wey. Frequently, discussion of tables in certaln studies
1s omitted, but if the aebove findings apply to all SMR work we cen be
fairly assured that the statlistics gathered approximate reality fairly

closely; at least, as close as modern statistical procedures permit.
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