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Each i tigation ducted under the auspices of The
Brookings Institution is in a very real sense an institutional
product. Before a suggested project is undertaken it is
given thorough consideration, not only by the Director and
the staff members of the Institute in whose field it lies, but
also by the Advisory Council of The Brookings Institution.
Asg soon as the project is approved, the investigation is
placed under the supervision of a special Committee con-
sisting of the Director of the Institute and two or more
selected staff members.

It is the fum:tion of this Committee to advise and counsel
with the author in planmng the analysis and to give such
atd a8 may be possible in rendering the study worthy of

£ The Ci ittee may refuse to recommend ils
publwatmn by the Institution, if the study turns out to be
defective in literary form or if the analysis in general is
not of a scholarly character. If, however, the work is
admittedly of a scholarly character and yet members of the
Committee, after full discussion, can not agree with the
author on certain phases of the analysis, the study will be
published in a form satisfactory to the author, and the
disagreeing Commitlee member or members may, if they
deem the matter of sufficient importance, contribute criti-
cisms for publication as dissenting footnotes or as appen
dices.

After the book is amn'oved by the Institute for publica-
tion a dwest of it is placed’ before the Advisory Council of
The Brook tituti The Advisory Council does not
undertake to remse or edit the manuscript, but each member
i8 afforded an opportunity to eriticize the analysis and, if
8o disposed, to prepare a dissenting opinion.




DIRECTOR’S PREFACE

This book is the product of a co-operative research
effort of a quite unusual character. The study was
suggested three years ago by Mr. Junnosuke Inouye,
then president of the Institute of Pacific Relations, who
was familiar with the studies which the Institute of
Economics had heretofore made of various European
countries. It was the idea of this eminent Japanese
statesman, financier, and civic leader that a compre-
hensive scientific investigation of Japan’s general
economic and financial condition would not only prove
distinctly useful to Japan at a crucial period in her
history but, at the same time, through eclarifying
economic issues and problems, would serve to correct
both in Japan and abroad certain economic miscon-
ceptions which have been a fruitful source of inter-
national misunderstanding.

As a means of making the investigation possible,
Mr. Inouye, as Governor of the Bank of Japan, placed
at our disposal the facilities of the Economic Research
Department of the Bank and gave us the active collab-
oration of Mr. Junichi Ko, the chief of that Depart-
ment. By virtue of the fact that Mr. Inouye in 1929
became for a second time the Finance Minister of
Japan, the aid of all the departments of government
in assembling the necessary data was readily secured.

As the first step in the investigation, there was pre-
pared an extensive outline by chapter and subdivision,
which called for the assembling and translation into
English of a vast amount of factual and statistical
material. The Research Department of the Bank of

ix



X JAPAN

Japan spent nine months in the assembling and collat-
ing of this material, and in June, 1929 Mr. Ko brought
this material to Washington and remained here for a
month of conferences at which the material was an-
alyzed and appraised. Inevitably some of the material
had to be revised and much additional information
proved to be necessary. Later in the year, after his
return to Japan, Mr. Ko furnished a large volume of
additional data.

Meanwhile, before departing for Japan in the sum-
mer of 1930, Mr. Moulton had been able to prepare a
tentative draft of his analysis. Hence, while in Japan,
he was able to concentrate his attention upon certain
crucial issues and problems, checking statistical evi-
dence and tentative conclusions against the experience
and the opinions of Japanese officials, professional
economists, and business leaders.

Parts I and II of the book present a systematic
and authoritative statistical record of Japan’s economic
evolution. On this foundation the author proceeds to
an analysis and interpretation of the economic and
social results of the developments which have accom-
panied the introduction of Western industrialism. With
this story complete, the author is in a position to dis-
cuss present-day problems and policies.

At this time, when the more progressive nations in
many parts of the world are giving close study to the
problem of how national planning may be used to
accelerate national development, it is a matter of
peculiar interest to see what has been accomplished by
the political and economic leaders of Japan in the short
period since they renounced the ancient feudal system
to join the march of modern progress. It is quite in
keeping with the tradition of Japan in studying and
adapting institutions and procedures from her sister
nations in Europe and America that she should be



DIRECTOR’S PREFACE xi

interested now in a critical investigation of her present
situation and outlook, conducted in an objective manner
by a scientific research agency. It is our hope that the
interpretation will be found accurate and penetrating,
and that the comments and suggestions as to future
prospects and the wisest courses to be followed may
prove useful at this particular juncture.

The members of the staff who served on the com-
mittee which co-operated with the author in the prep-
aration of this volume were Leo Pasvolsky, Lewis L.
Lorwin, and Robert R. Kuezynski.

E. G. NOURSE

Director
Institute of Economics
August, 1931



AUTHOR’S STATEMENT AND
ACKNOWLEDGMENTS

In view of the statistical character of this volume, a
few words of comment are perhaps in order as to the
adequacy and reliability of Japanese statistical data.
Until about a decade ago, except in a relatively few
fields, the available data were far from satisfactory,
chiefly because of incompleteness and tardiness in pub-
lication. Since the World War, however, in Japan as
in many other countries, there has been a remarkable
inerease of interest in the subject and a great expan-
sion of facilities for the gathering and correlation of
data. My observation is that, on the whole, Japanese
statistical methods and data mow compare favorably
with those of other countries. In the fields of public
finance and the international accounts the data are in
fact exceptionally complete. It would be impossible,
for example, to present for the United States as com-
prehensive a picture of the condition of national, state,
and local government finances as we have been able to
give for Japan. The interested reader will, however,
see from the discussion of Chapter XI that the methods
of accounting and of presenting the results of fiscal
operations in Japan, as elsewhere, are still far from
satisfactory. In the interest of uniformity, as well as
because the year 1930 marked the beginning of the
great depression, we have ended the tables and charts
with the year 1929, even though in some cases later
data were available.

Mere words can scarcely express the extent of my
obligations to Mr. Ko for his collaboration. In his
efforts to compile the complete statistical series in the
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form required for my purposes, and to make this
volume an authoritative source book of statistical
information, Mr. Ko—and also the assistants in his
department-—have labored indefatigably. Of equal im-
portance has been the service rendered in gathering
descriptive and other material relating to Japanese
economic institutions and in checking the manuscript
for possible errors of fact. A more painstaking, scien-
tific, and co-operative associate than Mr. Ko could
scarcely be found; and I am especially gratified that he
is to have charge of the Japanese translation. It should
be stated here, however, that Mr. Ko is in no wise to
be held accountable for any of the interpretations found
in the volume. For these I alone am responsible. I
am also indebted to Mr. Charles L. Dearing, of the
Institute of Economics, for the exceptionally able
assistance which he has rendered in the preparation
of the volume.

I must also express my great appreciation of the
original and continuing interest of Mr. Junnosuke
Inouye, and of the assistance given in carrying out the
project by Mr. Hisaakira Hijikata and Mr. Eigo Fukai,
Governor and Vice-Governor, respectively, of the Bank
of Japan.

) HAROLD G. MOULTON
Washington, D. C.
August 26, 1931
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Agricultural production;
Mining; Textiles; Trans-
portation
by extension of credit, 315,
316

through financial contribu-
tions, 317-21. See also
Rice Control Act
See also Commercial policy;
Fostered industrialism
Government, system of, Ch. I1
departments, 17
division of powers, 13
See aleo Administrative sys-
tem; Colonies; House of
Peers; House of Repre-
sentatives
Great Britain. See Foreign
trade; National debt

Hamaguchi, Premier, position
on London Naval Agree-
ment, 17

Hasegawa, T., 382

Hemp industry,

growth of, 111
output of, 112
Highways, system of,
co-ordination with railway
system, 441
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suggested development of,
44446, 481
undeveloped character, 442
See also Public roads
History. See Economic history
of Japan
Hokkaido, island of, 3, 24
climate, 26
Hokkaido Colonial Bank, prin-
cipal business of, 176
Honshu, main island, 1, 24
Honjo, E., 385
Horticultural products, output,
42

House of Peers, 14
political organization, 20
House of Representatives, 13,
15
political organization, 20
Hydroelectric energy,
Japanese world position, 96
See also Electric light and
power
Hypothec Bank of Japan,
growth of business, 174
principal business of, 173
See also Interest rates

Imperial Diet, 15

powers of, 13

See also Government
Imperial Restoration, 5, 9
Imports,

of Japan proper,

by commodity groups,
258

by individual commodities,
259

excess of in recent years,
417
See also Foreign trade
Income, national,
of selected countries, 298
See also National income of
Japan
Indemnity payments. See In-
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ternational financial rela-
tions
Industrial Bank of Japan,
balance sheet of, 176
nature of operations, 175
Industrial development, Ch.
vii
manufacturing groups,
relative importance of,
100, 101
See also Employment
rationalization of industry,
13!

2

size of establishments, 132

unique character of indus-
trial art, 99

war stimulus, 100

See also Ceramics and glass-
ware; Chemical industry;
Foodstuffs; Fostered in-
dustrialism; Government
encouragement of indus-
try; Industrial potentiali
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See Underwriting and
bond distribution.
Insurance, Ch. X
development of, 195
growth of all business, 196—
99
laws governing, 195
Insurance companies,
importance of, 184
investment of funds, 184
security holdings of, 426
Interest rates,
desirability of
434-36, 480
level of, 43034
paid on deposits, 431
relation to foreign trade,
439
See also Corporate financial
policies
International accounts, cur-
rent. See International
A s Y lat

reduction,

ties; Machinery and ma-
chine equipment; Metal-
lurgical industry; Rolling
stock; Ships; Textiles
Industrial thods, selecti
of, 11
Industrial pot:

FRTI .
ities,

T
International financial rela-
tions, Ch. XIV
current international income
and outgo, by periods,
277-85, 496, 498, 501, b11,
518, 520

as indicated by growth of
principal manufactured
exports, 450-64

effect of paucity of raw ma-
terials, 448

measure of competitive po-
sition, 449

See algo Iron industry; Man-
ufactured exports; Steel
industry

Industries, wages in, 362. See

also Industrial develop-

ment
Infanticide. See Populati
Inouye, Junnosuke, 284, 290,
499

Instalment Sales companies.

isible items, 528, 533

net debt and investment po-
sition, by periods, 274, 275,
500, 610, 516, 524

recent balance of invisible
items, 418, 419, 528

recent income and outgo,
416

types of foreign
ments, 282

See also Foreign borrow-
ings; Investments

Investment banking institu-

tions, See Agricultural
and industrial banks;
Chosen Industrial Bank;
Hokkaido Colonial Bank;
Hypothec Bank of Japan;

invest-
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Industrial Bank of Japan;
Insurance companies; Ori-
ental Development Com-
pany; Postal savings sys-
tem; Savings banks;
Treasury Deposits Bu-
reau; Trust companies;
Underwriting and bond
distribution
Investments, foreign,
classification of, 282
geographic distribution of,
281, 284
loans to Allies, 284
loans to China, 283, 534, 537
Invisible accounts. See Inter-
national financial relations
Iron industry,
export of products, 463
extent of development, 465
import of products, 463
military congiderations of,
468

See also Yawata iron foun-
dry

Iron ore,
imports of, 60, 463
inadequate supply, 60
production of, 463, 464
See also Ores

Isolation,
beginnings of policy, 5
breakdown of, 7
effects on trade, 252
end of, 9

Italy. See National debt

Karafuto,
acquisition of, 24
area of, 24
location of, 28
resources of, 28
topography of, 29
trade, external,

balance of, 268
growth of, 267

See also Colonial govern-
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ment finance; Colonies;
Livestock
Knitting, «growth of cotton,
silk and wool, 109
Kobe. See Local government
finance; Trade, domestic
Korea (Chosen). See Colonies
Kuczynski, R., 389
Kurile Islands, 24
Kwantung Province, acquisi-
tion of, 24
See also Colonial govern-
ment finance; Colonies;
Foreign trade
Kyoto. See Local government
finance

Labor conditions, .
factory employment, in-
crease in, 350
protective legislation, 345
52
unemployment, 363-68
working hours, 358
See algo Living conditions;
Social unrest; Unionism;
Wages
Land,
pwnership, 23
percentage privately owned,
22
size of holdings, 46
Latin America,
Japanese investments in, 285
Japanese residing in, 393
Legislation, initiation of, 16
Lignite, production of, 65
See also Minerals
Liquid capital,
adequacy of supply, 424
growth of supply, 424-28
Livestock, 4446
Living conditions,
budget inquiry, 369
farm families,
expenditures of, 372
income of, 371
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salaried workers,
expenditures of, 372
income of, 370
wage earners,
expenditures of, 372
income of, 370
Loans floated annually.
Fiscal operations
Local government revenues,
principal forms of, 224
tax revenues, 223
Local government finance,
budget operations of, 219
fiseal operations of cities,
221

See

foreign borrowings, 490-91
principal forms of expendi-
tures, 225
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potteries, 462
silk tissues, 458
Manufactures, semi-finished
exports of, 260
imports of, 258
Maps,
geographic location of Japan
(frontispiece)
shipping routes, 84
Matches. See Chemical indus-

try
Matsuda, T., 369
Matsunawa, S., 78
Meiji era. See Imperial Res-
toration; Transportation
Merchant marine. See Ocean
shipping
Mergers. See Ordinary com-
ial banks

See also Local gov t
revenues
Local government indebtedness,
classified borrowing agen-
cies, 244
growth of, 245
purpose of bond issues, 244,
245
London Naval Agreement, 17,
415

Machinery and machine equip-
ment, growth of industry,
114

Malay Peninsula, as a source
of raw material, 466
Manchuria Railway Zone, 24,
29 ’

acquisition of, 286
Mandated Islands. See Ver-
sailles Peace Treaty
Mnnuﬂlactured exports, princi-

pal,
comestibles, 461
cotton goods, 454
iron and steel products, 463
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Metallic wares. See Metallur-
gical industry
Metallurgical industry,
castings and metallic wares,
output of, 113
pig iron and steel produc-
tion, 112
Metals,
aluminum, production of,
gold, production of, 56, 150
lead and zine, production of,
58-59
silver, production of, 57, 59,
150

See also Copper
Migration. See Population
Military expenditures, 412, 413,
414

Millet. See Cereals
Milling, flour,
growth of industry, 128, 129
Mineral resources,
of colonies, 66-67 -
of Japan Proper, 55—64
production of, 56
varieties of, 56
See also Metals; Minerals,
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non-metallic; Ores
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in colonies, 66-67
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Mining, government encour-
agement of, 313, 317
Minseito. See Political par-
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Money rates.
rates

See Interest
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under Tokugawa régime, 201
See also Expenditures; Fis-
cal operations; Revenues
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classification of, 297
compared with other coun-
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sources of, 297
National wealth of Japan

gover

revenues from, 215, 216

See also Camphor; Salt
Mori, K., 204, 296
Mortgage indebtedness,

amount outstanding, 428

Mujin loan companies,

function of, 189

growth of business, 191

operation of, 190
Mulberry leaves,

acreage devoted to, 41

production of, 41

Naked barley. See Cereals
Nanyo (South Sea Islands),
trade of,
balance of external, 269
growth of external, 269
See also Colonial govern-

aggregate growth of, 295
form of ownership of, 296
per capita growth of, 295
Natural resources, utilization
of, 33
Navigation Encouragement
Law, 85
Nishihara loans, 210. See also
Investments, foreign

Ocean shipping
coastwise traffic, 86
government encouragement
of, 80, 85, 86
growth of merchant marine,
81
income from, 276
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ment fi s C
Nasu, Shiroshi, 332, 389
National debt,
classification of, 241, 242
cost of loans, 251
growth of, 212, 237, 238-40
of selected countries, 247
service on, 219
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eign debt
National defense. See Iron in-
dustry; Military expendi-
tures
National government finance,
description of system, 202-6
primary weakness of, 420
sinking fund requirements,
203
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See also Transportation
Orchard, John E., 439, 466
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Big Five, balance sheet of,

172
branch banking, 167
clearing house operations,
171
growth of, 168
growth of deposits, 425
loans and discounts of, 169
merger movement, 171
regulation of, 166
security holdings of, 426
types of deposits, 170
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See also Foreign trade;
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Ores, production of, 61
scarcity of, 60
Orient. See Commercial policy
Oriental Development - Com-
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nature of operations, 177
purpose of organization, 176
Osaka, See Local government
finance; Trade, domestic

Panic of 1927, 309. See also
Government  encourage-
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Paper. See Chemical industry

Par of exchange. See Yen

Pawnbrok See C
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growth in colonies, 388
growth of, 385
infanticide, 384, 387
migration of, 4
of selected countries, 247
origin of stock, 3
percentage rural, 33, 330
pressure of, 332, 396-99
restriction on growth neces-
sary, 483
total present, 20
See also Emigration; De-
mography
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glassware
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types of deposits, 179
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International financial re-
lations
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180
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cation services; National
government finance

Post-office life insurance. See
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importance of, 186
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See also Mujin loan compa-
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Philippine Islands,
as a source of raw materials,
467
Japanese residing in, 392
Phosphorite, production of, 65.
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Pig iron. See Metallurgical
industry
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Food products
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Price fluctuations. See Whole-
sale prices
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control of, 70
extent of lines, 69, 70
financial condition of, 72
growth of traffic, 756
operating data of, 73
Privy Council,
composition of, 15
deeline of power, 17
Produce exchanges,

Regulation Act,

P e, devel t of
industry, 54 140
Political parties, 20
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birth control movement, 389
birth rates, 887
composition of, 4
death rates, 387
density of, 20
early estimates, 382

organization of, 141
types of transactions, 141
Public debt, Ch. XII. See
Local government indebt-
edness; National debt
Public finance, system of, Ch,
XX
See

Colonial government
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finance; Local government
finance; National govern-
ment finance
Public roads,
development of, 87
financing of, 87
primitive character of, 88
Public utilities, Ch. VL. See
Communication services;
Electric light and power;
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dustry; Timber and wood

Radio broadcasting. See Com-
munication services
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financing of, 203, 211
indebtedness of, 237
of Japan proper, 68-75
early development of, 68
electrification of, 75
financial condition of, 72
government ownership of,
70
growth of, T1, 74, 15
nationalization of, 69
operating data of, 73, 74
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extent of, 76
government control of, 76
ownership of, 77
See also Privately owned
railways
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Rapeseed. See Special crops
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exports of, 260
production in Japan proper,
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prices of, 460
production of, 126
world production of, 458, 459
See also Chemical industry
Remer, Carl F., 626
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Reparation receipts, under
Young Plan, 286
Retail prices, index numbers
of, 360
Revenues, government,
annual amounts of, 208
classified sources of tax, 214,
409
from government enterprises
and property, 215
potential sources of, 411
recent trend of, 408
relative growth of, 216
Rice,
exchanges, 141
importance of, 33
production of, 35
recent exceptional crops, 417
Rice Control Act, 140
cost of operation, 818
purpose of, 317
Riukiju (Lu-Cha Islands), 24
River transportation. See
Ocean shipping
Rolling stock, production of,
8

11
Rubber. See Chemical indus-

try
Rural family, size of, 33
Russo-Japanese War, 24, 77
effect on national debt, 239
financing of, 210

Saghalien, island of, 3
Salt. See Minerals
Salt monopoly, 204
Samurai class, 12
economic position of, 8
Savings banks,
balance sheet of, 178
nature of business, 177
regulation of, 177
security holdings of, 426
Savings fund, composition of,
424
See also Ordinary commer-
cial banks
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Seasons, duration of, 26
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South Sea Islands (Nanyo).
See Colonies

Soy beans. See Food products

Special crops, 34, 43

Securities,
amount outstanding,
427
holdings of, by financial in-
stitutions, 427
Seiyukai. See Political parties
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couragement of, 41, 318
- See also Chosen; Taiwan
Shipping. See Ocean shipping
Ships, vessels launched, 116
Sinking fund. See National

1928,

Specie,
balances abroad, 150, 286,
287, 539
bank reserves of, 421
decline of foreign holdings,
289, 306
embargoes on shipment, 288,
291, 404
international movements of,
538
Standard of living, 327
improvement of, 335

government finance
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beginning of reeling indus-
try, 103
exchanges, 142, 311
exports of tissues, 105, 458
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spinning output, 106
Stabilization and Indemnifi-
cation Act, 318
weaving, growth of, 106
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Silver. See Metals; Specie
Social insurance. See Insur-
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Social structure, changes in,
34549
See also Labor conditions;
Living conditions; Social
unrest; Welfare agencies
Social unrest,
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lord.t + 4

in eigl century, 333
See also Fostered industrial-
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export of products, 463
extent of development, 465
import of products, 463
production, 463
See algo Metallurgical in-
dustry
Subsidies, government,
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encouragement of deep-sea
fishing, 52
See also Cement; Fostered
industrialism; Government
encouragement of indus-
try; Ocean shipping
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erages; Government en-
couragement of industry

tes, 378
radical movements, 377
South Manchuria Railway
Company, 63, 77
balance sheet of, 541
investments of, 540
See also Manchuria Railway
Zone

Sulphur, production of, 65

See also Minerals

Summary of conclusions, 480-
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Taiwan (Formosa),
acquisition of, 24
climate of, 27
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development of sericulture,
41

location of, 24
mineral production, 66
resources of, 27
topography of, 27
trade, external,
balance of, 262
character of, 263
geographic distribution of,
263 ’

growth of, 262
See also Colonial govem-
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Tobacco leaves
See Special crops
Tokugawa régime,
decline of, 6
establishment of, b
influence on shipping, 79
population increase, 383
social conditions, 334
See National government
finance
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and Industry, 859
See also Local government

Livestock
Takekoshi, ¥osoburo, 382
Takizawa, Matsuyo, 334
Tariff policy,
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lations, 476
under Law of 1926, 478
See also Commercial poliey;
Fostered industrialism
Taxation,
burden on,
business proprietors, 341
landowners, 341
direct and indirect compared,
5

system of, 214

See also Revenues
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See Special crops
Telegraph services,

See Communication services;
National government
finance

Telephone services,

See Communication services;
National government
finance

Textiles industry, government
encouragement of, 313
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Timber and wood,
consumption of, 49

production of, 49

; Trade, domestie
Topography, 2428
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See also Manufactured ex-
ports
Trade associations,
See Trade, domestic
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capitalization of business
groups, 134
combinations, 144
concentration of, 135
importance of, 133
organization of, 135-38
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See also Foreign trade; Prod-
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development of, 78
extent of, 78
Transportation,
co-ordination of system, 441
government encouragement
of, 313
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ways; Tramways
Treasury Deposits Bureau,
funds handled, 206
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regulation of, 180

security holdings of, 426

volume of business, 181
Treaty of Portsmouth, 63, 286
Trust companies,

authorization of, 182

balance sheet of, 183

growth of funds, 424

scope of operations, 182, 184

security holdings of, 426

Underwriting and bond dis-
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inadequacy of system, 194
428
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‘Wealth, national,
of selected countries, 248
See also National wealth of
Japan
Welfare agencies,
expenditures of, 376
legal status of, 375
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See Cereals
‘Wholesale prices,
of principal foreign prod-
ucts, 334
index b of, 151
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purpose of, 186
peculiarities of system, 185
Unemployment,
See Labor conditions
Unionism,
nttitsléde of employers toward,
3

development of, 353
disputes, number of, 354
government attitude toward,
355
legal status of, 356
United States, Japanese in-
vestments in, 281
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Foreign trade; National
debt
Uyehara, S., 334, 336
Versailles Peace Treaty, pro;
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‘World War, financing of, 210
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establishment of, 112
financing of, 211
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indebtedness of, 237
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effect of stabilization on
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