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NOTE BY THE DIRECTOR

The plans of the Division of Economics and History of the
Camegie Endowment for International Peace have been
transformed by the World War. Problems now calling for
study transcend in importance those with which this Division
has been dealing and material for research and record so far
transcends any that was formerly available that it will demand
almost exclusive attention for some years to come,

The process of warfare itself is now so unlike that of former
days that many military rules of the past have gone into the
scrap basket. The late war ended when its deadliest tools
had barely been brought into action. The peoples have
fought as they had worked, by machinery; mechanical and
chemical engines of destruction have decided the result and
will decide in like manner the result of all wars of the future.
Machine shops and chemical laboratories will so largely de-
termine what armies shall win that fighting strength will
be as much a matter of available capital and of science in
applying it as of numbers of troops and strategy in directing
them. It issafe to say that the death-dealing arts and instru-
ments will far surpass in destructiveness those which made
~ the late war so deadly, and to a soldier of the future the order
to march into a cloud of poisonous gas and a whirlwind of
missiles will resemble an order to plunge into the rapids of
Niagara. This is one central and cbvious fact which the
war has taught us and it has many corollaries, some of which
have to do with the increased costs of war and the importance
of the particular resources that make a nation powerful for
offense and defense; but there are less conspicuous economic
facts which are more fundamental, since they may determine
where and when, if at all, wars shall hereafter occur.

Causes of warfare are always partly economic and those
which incited the recent one were mainly so. The business
plans of a powerful state reached to the ends of the earth
and so crossed and interlaced the claims of other states that
some writers, then and afterwards, pronounced the war inevi-
table. If we assume a settled purpose on the part of such a
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Vi NOTE BY THE DIRECTOR

state to encroach on the rights of others, we may say that it
doubtless was inevitable. The victory of the defending
countries has saved them from an immediate and intolerable
domination, but it can not be taken as an assured fact that
similar attempts will never again be made. The economic
inducement continues and the means may at some time be
forthcoming.

War has both centralized and somewhat democratized in-
dustry within the several states—a change that if continued
will entail momentous consequences; but still greater effects
have been produced on the relations of states to each other.
The world as a whole has changed more than its component
parts and the new relation of the parts to one another is the
critical element in the situation. The great increase in the
economic functions of governments is one cause of this con-
dition. Within the great international community in which
the several states are units extensive economic functions
have gravitated into the hands of governments and caused
them to face each other as business rivals and to deal with
each other in a multitude of ways in which the merely self-
seeking policy of private business is intolerable. Power to
invoke principles of justice and international law as inter-
preted by a competent court has become an indispensable
means of allaying strife and this fact exalts to supreme
importance the high court of nations which has just been
established. It magnifies also the importance of the eco-
nomic facts and principles with which the law itself will
have to deal. It is not merely individual men or private
corporations who now meet each other in the rough and
tumble of a world-wide mart but states themselves, each
representing its own population and seeking to foster its
interests as a zealous and faithful agent. The chances of
friction that are inherent in ordinary commerce inhere today
in vast international transactions and will increase in the
measure in which the intercourse grows. All this means a
great increase in incentives to warfare, on the one hand, and
in the motives for preventing it, on the other. Private com-



NOTE BY THE DIRECTOR vil

merce unites more than it separates those who participate in
it, and it remains to be seen whether international commerce
will act in the same way; but, in view of what modern war
means, the human race will deserve to perish, and much of
it will probably do so, if the forces of strife are allowed to get
the upper hand. Whether they will or not—whether the
recent economic changes will tend to reduce warfare or to
increase it—depends on the ability of nations to create and
maintain the instrumentalities that in the new state of the
world are necessary.

Certain it is that the feeling which prevails today, the
world over, is not one of security. The dread of further war
is greater than it was before 1914. In some areas war still
prevails, in others peace is held by a precarious tenure and
in all it can be firmly established only by conscious and intel-
ligent action by the states themselves. Mere exhaustion
holds war dogs temporarily in leash, but it will take more
than that to tame them as they must be tamed if peace is
toendure, _

We here confront a wide difference between the several
states in comparative desire for peace and disposition to
maintain it. One portentous fact is the grim determination
of Russian communists to extend their system by crude force
from state to state. Bolshevism is government by the few,
and largely the bad, masquerading as government for and by
the people. In its mother country, Russia, the economic
measure by which it began its career was confiscation of pri-
vate wealth—in itself an ultra-democratic measure. If this

~had brought in a true communism, it would have been a
ruthless and unjust measure for creating a peace-loving state.
Democracy, socialism, communism and bolshevism all ap-
pear in the aftermath of the war. The first of them makes
for future peace and so does even the conservative element
in the second, while all else in the series means certainty of
civil strife and danger of international war.

By a compulsion that there was no resisting, the war forced
the nations of the Entente into economic cooperation with
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each other. Commissions centering finally in the Supreme
Economic Council adjusted in a harmonious way questions
that would otherwise have led to rivalry and conflicting
action in purchasing war materials, securing ships, appor-
tioning food, controlling railroads, financing the war and
doing a multitude of other things with the one common pur-
pose of victory. The special compulsion of the struggle is
over, but it has left an aftermath of issues grave enough to
make peace insecure unless something equivalent to the
Supreme Economic Council survives in full efficiency. The
agency that did so much to win the war can do as much to
prevent another one, but to that end it will have to be guided
by economic principles and it is a saving fact that these still
survive, Theé war has not abolished the law of demand and
supply, though governments may forget it. In the coming
era they must build better than they now know. Economic
knowledge must either go in advance of action and prevent
disaster or follow action and be learned from disaster.

The Japanese monographs in the present series have refer-
ence to wars which were concluded before the World War
began. Although they were completed several years ago,
their publication has been delayed as a result of war-time
conditions. This series is to be followed by a series of studies
of the World War itself, made under the direction of the same
committee of accomplished Japanese scholars as the present
one. Both series will contribute much to the solution of post-
war problems in all parts of the world.

Joun Bates CLARK,
Director,
New YoRE,
February 1, 1923.



PREFACE

Since the Imperial Restoration in 1868 Japan has fought
no less than three international campaigns, namely, the Sino-
Japanese, the Russo-Japanese and the Germano-Japanese
Wars. Of these the most sanguinary was the Russo-Japanese
conflict.

In this greatest of the Far Eastern engagements, Japan
staked everything, because she was pitted against a renowned
military power whose troops were then reputed to be the
strongest in the world. When its dreaded fighters covered
in swarms the fields of Siberia and pressed down to the front,
while its devastating warships approached the Japanese waters
and threatened the annihilation of our navy, the hearts of
fifty million men, women and children quaked for the safety
of their country. And yet Japan unsheathed her sword
valiantly, because she knew that her fate would be sealed
should Russia be allowed to occupy Manchuria and extend
her influence to Korea. This desperate struggle fortunately
ended in our victory, but the sacrifices Japan made were by
no means light.

Japan lost a large number of men in this campaign and
millions of yen were unproductively spent. It was not an
easy task to raise this enormous amount of war expenditures.
Extraordinary special taxes were imposed and great public
loans were floated, both for the same object. The former
were devised as a temporary war measure, but the effects of
the Russo-Japanese War on cur national finance were so bane-
ful that the extraordinary special taxes could not be abolished
with the restoration of peace, and most of them are still
being levied. It is not, therefore, too much to say that, even
to this day, the people of Japan are groaning under a heavy
burden of taxation, as a result of their war with Russia.
The flotation of the war loans wrought yet weightier effects
on our finance. Because large sums of money were borrowed
from abroad, no small amount of interest has been paid year
after year since the close of the war, and this in its turn has
affected our exchange with foreign countries. This last, again,
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has affected our foreign trade. On the other hand, as the
total issue amount of war-time bonds increased, the circula-
tion of convertible notes also gradually swelled and prices
rapidly soared. Wages, however, did not rise in proportion,
living became harder for the masses and the gulf between the
rich and the poor visibly wider.

Turning our attention to the agricultural, industrial and
commeercial activities of the country, it may be observed that,
in the early stage of the war, every branch suffered more or
less. But the strenuous and persistent efforts of the people
scon overcame the diffculties, the former prosperity was
steadily recovered as one victory after another on land and
sea was reported, and the foundation was laid for great devel-
opment after the war. All this, therefore, may be called the
bright side of the dark picture of carnage. The economic
growth of Japan in the last twelve years, in short, has been
stimulated by the Russo-Japanese War.

This work comprises the results of studies and investi-
gations on the points referred to above. Its author is Mr.
Hisashi Oyama, assistant in the Seminary of Economics in the
Law College of the Kyoto Imperial University. He complied
with my request to undertake the present task, went through
a wide range of literature bearing on the subject, extensively
culled statistics and spent a long time in research, before
the results thus obtained were finally put down on paper.
His first draft was much more comprehensive and extensive,
but, in order to bring the volume within reasonable compass,
it was necessary to omit some of his illuminating material.
The author, therefore, asks the reader's leniency for whatever
defects may be found in the arrangement of the material.

On behalf of the author, the assistance rendered him in
completing this study by Mr. Yasuma Takata, lecturer at
the Law College of the Kyoto Tmperial University, is grate-
fully acknowledged by the editor.

Gotaro OGawa.

Kvoto, JAPAN,

December, 1016.
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EXPLANATORY TABLES

VALUE OF JAPANESE CURRENCIES

Japan adopted the gold standard system in 1871, but the inconvertible paper
money became principal currency a few years later. In 1886 the paper money
became convertible into silver and after that date the Japanese currency system
was the silver standard de facto, until on October 1, 1897, the gold standard system
was legally adopted. The figures necessary to ascertain the value of Japanese
currencies are given below:

(1) 1gold yen {according to Coinage Law of 1871) contains 1.5 gramame pure gold.

{2} 1 gold yen (according to Coinage Law of 1897) contains ¢.75 gramme pure gold.

(3) I silver yem contains 24.2681 gramme pure silver.

{4} The value of ¥ silver yen in the English currency {according to the demand
rate of exchange on London in the average of the year) is as follows:

s d. s d, s. d.
1874........ 4.02.0 1882........ 3.08.8 1890........ 3.04.5
1878 ... can. .00 8 1883........ 3-07.9 i89f........ 2.02.6
876........ 3.18.2 1834........ 3.07.9 1892........ 2.10.5
1877........ 3.11.7 1885........ 3.06.0 1893....... 2.06.7
i878........ 3.03.4 1885........ 3.03.2 1894, ....... 2.01.2
1879........ 3.08.0 My ....... 3.02.0 1805.-<. ... 2.01.3
1886, ....... 3.08.¢9 IB88........ 3.01.0 38g96........ 2.02.0
188:........ 3.08.4 188g........ 3-0L.%. 897 ininnn 2.00.4

{5} The value of 1 yen of paper money in the English currency {calculated on the
basis of the above mentioned exchange rate and the quotations of the silver
price in the Tokyo Exchange in the average of the year) is as follows:

s d. a d s d.
7., 3.10.% 1880........ 2.06.4 1883........ 2.10.7
i878...... .. 3.05.6 1881........ 2.02.1 884........ 3.04.3
1879........ 3.00.3 1882........ 2.04.5 1885........ 3.03.7

(6) : ryZ {(unit of value of the old currency system} was declared in the Coinage
Law of 1871 to be equal to 1 yen.

CHRONCLOGICAL TABLE

Meiji 1st 1868 A.“D. Mgiji 15th 1882z A, D,
A S T
:I gttg Ig?l £33 H Isg 1885 (1)
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* irth 18728 ¢ “ asth 18g2 ©
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CaroNOLOGICAL TABLE—(Coniinued)

Iiieui 2gth 1896 A. D. Meiji 418t 19008 A, D,
3uth %97 ” “ g2d wog "
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WEIGHTS, MEASURES AND MoNEY
With English, American, French and Germen Eguivalents
Great U.S.of

Japan Britain America France Germany
Ri=36 Cha 2
= - 44030 2.44029 -92727 3.92727
;:;ggo%i?ckﬁ . Miles Miles iloms. Kiloms.
. . 1.15152 I.I5151 1.85318 1.85318
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Cho=10 Tan
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PART 1

EXPENDITURES OF THE
RUSSO-JAPANESE WAR



NoT1e.—In the tables throughout this volume, fractions of
vyen greater than one half have been counted as a whole yen
and the other fractions have been disregarded.



CHAPTER 1
INTRODUCTION

CAUSES OF THE RUss0-JAPANESE WaAR

In studying the expenditures and economic effects of the
Russo-Japanese War, we must first make clear the causes
that led to these results. At the outset, therefore, an outline
of the origin of the conflict, of its progress and consequences,
should be introduced.

The Russo-Japanese War of 1904-1905 was no more and
no less than a collision of influence between Russia and Japan
in Manchuria and Korea. From geographical propinquity
and historical relations, Japan always had a vital interest in
Korea, both politically and economically; and in order to
maintain and develop this interest, she felt constrained to
prevent the intrusion of exclusive power on the part of any
other country, and thereby to uphold the independence and
territorial integrity of the peninsular Kingdom. Manchuria
bordering on the northern frontiers of Korea and bearing

_close relations to the latter, Korea's safety also depended upon
the territorial integrity of Manchuria under the Chinese sov-
ereignty and the expulsion of exclusive influence of any other
power. Russia, however, had long entertained the idea of
acquiring an ice-free port in East Asia, in order to have access
to the Pacific Ocean. For this purpose she improved every
opportunity of extending her activity in Manchuria and
Korea, so that territorial integrity for these countries became
absolutely impossible at last and an armed collision of Japan
and Russia no longer avoidable.

The Sino-Japanese War of 1894-1895, it must be admitted,
though it added to the strength of Japan, exposed the weak-
ness of China to the world. After the triple intervention of
Russia, France and Germany succeeded in 1895 in compel-
ling Japan to return the Liaotung peninsula to China, which
had been ceded to Japan in the Shimonoseki Peace Treaty,

3



4 EXPENDITURES OF THE RUSSO-TAPANESE WAR

the floodgate of European influence was tumed on East Asia,
diplomacy with respect to which became extremely precarious.
In this situation Russia boldly tock drastic measures in Man-
churia and Korea, in order to carry out her prescribed pro-
gram, while Japan had merely to watch over the Russian
moves and concentrate her attention on the expansion and
repletion of armaments.

Japan, after expelling China’s influence from Korea by
the Sino-Japanese War, had pursued single-handed a policy
of shielding the peninsular Kingdom from foreign aggression.
In October, 1894, she had proposed that the Seoul Govern-
ment reform its institutions and methods in accordance with
the twenty articles of administrative plan outlined by her
representative in Korea. The adoption of this suggestion
by Korea had greatly strengthened the political influence of
Japan there, so that not only had the Cabinet at Seoul been
composed of pro-Japanese men, but every department of the
administrative government had Japanese advisers and the
Korean troops had been trained by Japanese officers. But
this reform was somewhat too radical and the public senti-
ment of the Korean people scon began to drift away from
Japan. This was a fine opportunity for the Russian Minister
at Seoul, who had been making friends with the Korean court
and secretly extending Russia’s influence over the peninsula,
to manipulate the anti-Japanese elements from behind the
curtain and assist in their intrigues no less than three times.
The political crises of July and October, 1895, fortunately
ended in the suppression of hostile elements and the mainte-
nance of the pro-Japanese Ministry, but the Japanese influ-
ence suffered a gradual decline, especially after the second
commotion, in which the Queen was atrociously murdered.
The last-mentioned iﬁcidgnt made the King bitterly hate
Japan, and fanned the flame of popular indignation against
the Japanese. This was due to the fact that, when the pro-
Japanese party entered the palace with a band of troops
before their opponents’ conspiracy had taken practical shape,
Queen Min, considered the central figure of the anti-Japanese
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movement, was ruthlessly assassinated, and that the Japanese
Minister and advisers at Seoul were alleged to have been
implicated in the conp d’élat. In January of the following
year the anti-Japanese party finally succeeded in carrying
out their plot of overthrowing the pro-Japanese Ministry,
the Russian Minister supported the coup by bringing up a
contingent of Russian marines from Chemulpo to the Korean
capital, and on February 11 both the King and the heir appar-
ent found shelter in the Russian Legation. Thenceforward
all governmental orders began to emanate from the Russian
Legation, all Japanese advisers and army officers were dis-
charged and all Japanese influence was summarily expelled
from Korea. Russia thus stepped into the shoes of China
and dominated the peninsular Kingdom, dismissing Japan,
so that the latter’s special position there, a fruit of the Sino-
Japanese War, was largely impaired before one year had
elapsed after securing it. In consequence, therefore, Japan
had to give up the policy of protecting Korea single-handed
and was obliged to maintain the residue of her interest in the
country by a compromise with the northern power.

Two conventions were signed between Japan and Russia

-in May, 1896. By their provisions, Japan sacrificed an
"important part of her acquired rights in Korea, while Russia
obtained so much new influence that the power of the two
countries in the peninsula almost balanced. Tt was arranged
that the two countries should render financial assistance to
Korea by mutual agreement, that they should not take part
in the military and police administration but leave the matter
entirely with the Seoul Government, and that Russia should
advise the King to return to his palace.

In defiance of these conventions, however, Russia vigor-
ously tried to improve her fresh opportunity with a view to
putting herself in Japan's former position in Korea. She pre-
vailed upon the King, before he left the Russian Legation, to
employ Russian officers, who began to train Korean troops
as early as June, 18¢6. Subsequently, taking no notice of
Japanese protests, she induced the Korean Government to
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engage more officers and financial advisers aswell, and endeav-
ored to place Alexieff in the place of Brown, the British
adviser to the Finance Minister and Inspector General of
Moaritime Customs. The pressure put upon the Seoul Govern-
ment on the last-named demand finally extorted its consent,
but the scheme ended in failure in December, 1897, through
determined opposition of Japan and Great Britain. Owing
to these excessive demands and a high-handed policy, anti-
Russian feeling began to weigh more and more on the official
and popular mind of Korea.

The Russian influence over Manchuria made rapid strides
in the meantime. Russia, Germany and France each obtained
remuneration from China for their triple intervention against
Japan, and Great Britain also acquired fresh rights to counter-
balance them in the Far East. But it was Russia that grasped
the largest share of concessions. By the so-called Cassini
Treaty of June, 1895, she secretly acquired the rights of con-
structing the Chinese Eastern Railway across North Manchu-
ria, of stationing Russian garrisons on strategic points along
this line, and of working mines in Manchuria. She also seems
to have obtained the lease of Kiaochow Bay as winter quar-
ters for Russian warships, the pledge of not ceding Port
Arthur and Dalny to any power, and the right of the Russian
use of these ports in time of war. The Russian Government
ordered the Chinese Eastern Railway Company, attached to
the Russo-Chinese Bank considered its official organ, to apply
itself to the work of railway construction. The greatest
value of the intended railway being military in nature, the
first step was thus securely made for the Russian policy of
marching southward through Manchuria.

When the murder of German missionaries in Shantung
Province was perpetrated ip November, 1897, and German
warships were dispatched at once to occupy Kiaochow Bay,
demands of the powers on China became more extortionate
and urgent. Russia seized this opportunity to capture Port
Arthur with her Vladivostok fleet in the following month,
and, under the pretext of the loss of her acquired rights in
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Kiaochow Bay through the German occupation of the place,
demanded of the Chinese Government the lease of Port Arthur
and Dalny for shielding China, as she claimed, from foreign
invasion. Although not opposed to the Russian lease of
these two ports, Great Britain insisted that Russia should
open them for international commerce., Russia, of course,
intended to use the ports exclusively for her military purposes,
so she silenced the British opposition in a diplomatic way,
and replied to the Japanese demand for explanation in the
matter that it was only a temporary seizure until the Mos-
covite Government should acquire a port in Shantung.
The treaty in question was signed on March 27, 1898, by
which Russia obtained the rights (1) to lease Port Arthur and
Dalny for 25 years, the whole of the former and one harbor
of the latter to be used exclusively for military purposes,
while the rest of Dalny was opened to international commerce;
(2) to set up military works in these places, and (3) to con-
struct a branch railway from a certain point on the Chinese
Eastern Railway to the leased ports, and another connecting
the ports with a suitable spot in the Liactung peninsula.
In possession of a long-desired ice-free port at last, Russia was
~enabled to make warlike preparations there, to facilitate the
connection of her territory and leased outport through owner-
ship of all the trunk lines of the trans-Manchurian Railway,
and to get direct access to the Pacific Ocean through the
waters in the west of Korea. This was indeed a second mas- -
ter stroke in the Russian policy of Manchurian occupation
and East Asian domination. In the midst of these circum-
stances Japan merely obtained from China, besides some
minor advantages, the assurance of not ceding any part of
Fukien Province opposite Formosa to any power, thus
offsetting the power of Russia and other European nations
in the Far East. Russia furthermore undertock the loan for
the Peking-Hankow Railway, upon which Great Britain tried
a counter move by promising the fund for a new railway
between Shanhaikuan and Shinmintun.. Both countries
agreed, however, that these arrangements encroached upon
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each other’s sphere of influence, and their direct negotiations
resulted in April, 1899, in the mutual recognition of the Yang-
tze Valley regions as within the British sphere of influence,
and of Manchuria as within that of Russia. Thus this con-
vention gave no little facility for the Russian exploitation
of Manchuria.

The Russian policy in Korea became intolerably over-
bearing during this time and hostile sentiments grew in pro-
portion among the Koreans. When Russia demanded a coal-
ing station for her navy at Port Hamilton in May, 1898, the
public opinion in Korea stoutly opposed the plan and it had
to be suspended. Not only that, but in order to conciliate
Jzapan and forestall her objection to the Russian lease of
Port Arthur and Dalny, the Czar's government ordered a
significant compromise in Korea and made the Russian mili-
tary instructors and financial advisers resign. In consequence
thereof a treaty was made between Japan and Russia in April
of the same year, by which the two countries promised each
other that they would not interfere in the home politics of
Korea and that the appeintment of military instructors and
financial advisers should be made on mutual agreement. In
this'way the Japanese and Russian influence in Korea retumed
to its former state of approximate equality. Japan subse-
quently acquired the new right of constructing the Seoul-Fusan
Railway, and a Japanese concern bought the Seoul-Chemulpo
line in its unfinished condition from the American capitalists.

Russia, in possession of Vladivostok-in the north and Port
Arthur and Dalny in the south, was still afraid of their over-
sea connection being intersected by Japan in the Channel of
Korea. Early in 1899, therefore, she resumed her activity
in Korea and tried to acquire certain rights in the south of
the peninsula. In March, 1900, the Seoul Government
yielded to demands for the right of establishing a coaling
station and a hospital at Masampo for the Russian Navy, and
for the pledge not to cede Koji Island and the mainland
directly opposite to any Power. The Russian position in the
Far East thus became stronger than ever before.
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The outburst of the Boxer trouble in North China in May,
1900, necessitated the powers’ dispatch of troops to Peking.
‘While the world’s attention was engrossed by the anti-foreign
outrages, a band of Chinese soldiers on the northern frontiers
of Manchuria suddenly crossed the Amur River—from what
motive is still unknown—and surprised Blagovestchensk in
the Russian territory. Interpreting this as an act of hostility
on the part of China, Russia hurried her troops to Manchuria
to forcibly seize all its important points and brought pressure
to bear upon the Chinese officials to permit her to exercise
military and administrative authority in their stead. And
in order to seal this de faclo seizure with legal sanctity, the
Russian Government strongly urged the Peking authori-
ties to conclude a secret treaty on the subject. According
to the draft of the secret treaty, February, 1901, China was to
recognize the continuance of the Russian administration, then
obtaining in Manchuria, as long as Russia occupied that coun-
try, and, in regard to military matters, Chinese troops in
Manchuria were put under such restrictions that they had to
be withdrawn almost entirely. Russia also was to obtain
the right of demaading, according to needs, the dismissal of

~the Governor General at Mukden, as well as local civil serv-
ants, and China promised not to employ any other nationality
than Russian for the training of troops in North China.
Exclusive rights of Russia were furthermore recognized with
respect to the mining and other interests in Manchuria, Mon-
golia and Sinkiang {Chinese Turkestan). These provisions,
one and all, clearly violated the principles of territorial integ-
rity, an ‘‘open door’’ and equal opportunity in commerce,
which the United States of America had propounded for
-China and to which other powers had subscribed. Therefore
Great Britain, America and Japan warned the Chinese Gov-
ernment against signing such a treaty, on the one hand, and
on the other, Great Britain and Japan filed a protest with
Russia. Hard pressed by Russia, China had nothing to do but
seek interference from other powers. Great Britain insisted
that Russia should submit the Manchurian question to the
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Peking conference of the powers’ representatives, which was
then considering matters related to the Boxer trouble; Rus-
sia in reply denied the existence of any secret treaty and
retorted that the Manchurian question concerned only Russia
and China. Great Britain in a subsequent protest exposed the
contents of the secret treaty, upon which Russia produced
her last card by saying that the powers might either believe
in the Czar’s assurances of withdrawing his troops when order
was restored in Manchuria, or do what they deemed it was
to their interest to do. Great Britain, however, being occu-
pied with the Boer War at the time, found it inconvenient
ta deal directly with the Russian Government in the matter,
so Japan took up the task of negotiating with resolute firm-
ness. Accordingly the Japanese Government intimated to
Russia that it deemed proper that such a question as the
special Russo-Chinese agreement should be submitted to
conference of the powers at Peking. The Russian reply to
this note was that the Czar’s government did not wish to
discuss a Russo-Chinese agreement with a third power; but
that the special arrangement in question was solely an agree-
ment as to steps leading up to the withdrawal of Russian
troops m Manchuria, so that neither China's sovereignty nor
the powers' interests were affected by it; that the contents
of the special agreement would be submitted to the powers as
soon as it was concluded, in the belief that they would surely
be satisfied with every detail; and that, if there was any
dissatisfaction on the part of Japan, -Russia would try a
friendly compromise with her. On the other hand, Russia
pressed China for the ratification of the secret treaty with the
waming that it would be summarily withdrawn should the
Peking Government hesitate to sign, and that the withdrawal
would result in disasters for China. Early in April, the Elder
Statesmen of Japan held a conference to deliberate on serious
affairs of state, the government began to show extraordinary
signs of activity, and the General Staff Office appeared to be
preparing for warlike operations. Determined to carry
through her point with Russia without the cooperation of
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another power, Japan delivered another note of protest, more
resolute than before, to the Czar's government on May 5.
China still resolutely refused to sign the secret treaty. Where-
upon Russia changed her wonted tactics and issued a notice
of the withdrawal of the special agreement under date of May
3. Although the Russian demands contained in the secret
treaty were thus removed for a time, the conditions in Man-
churia underwent no alteration and its Russian occupation
progressed as steadily as ever.

Russia after this episode continued te press the ratification
of the same secret treaty on the Peking Government, while
Japan, Great Britain and America as persistently cautioned
China against it. In January, 1902, a treaty of alliance was
concluded between Japan and Great Britain, whose interests
and policies in the Far East had been in perfect accord. This
exerted a not insignificant influence on the general situation
in East Asia, for the Anglo-Japanese Alliance was no doubt a
direct counter move against the Far Eastern policy of Russia.
In consequence, therefore, Russia and France published a
proclamation in March of the same year that their alliance
obligations were extended to East Asia. This was of course

“to confront the Anglo-Japanese Alliance. However, Russia
adopted a more conciliatory attitude on the formation of the
last-mentioned alliance and on April 8 concluded a treaty
with China for the restitution of Manchuria. According to
its terms the withdrawal of the Russian troops from Man-
churia was divided into three periods and was to be completed
in eighteen months after date. A temporary solution was
made in this way of a problem that had caused a protracted
dispute among the powers,

Russia fulfilled the promise in the first period specified and
removed her troops from the southern parts of Shengking
{now Fengtien) Province. But at the end of the second pe-
riod, i. e., April, 1903, not only did she fail to fulfil the promise,
but brought forward fresh demands on China as conditions
for the withdrawal of troops. Furthermore in the follow-
ing month, the Russian troops in North Manchuria began to
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pour down to the south and a new contingent was dispatched
from home. This seemed to indicate that the Russian au-
thorities at Petrograd had agreed by this time on a permanent
occupation of Manchuria. Although the new demands were
rejected through the protest of Japan, Great Britain and
America, Russia skilfully maneuvered out of the opposition of
the powers and expedited the progress of her Manchurian
occupation. General Kuropatkin, theWar Minister of Russia,
whosevisit to Japan about this time was rumored to have been
for militaryinspection, stopped at Port Arthur on hisway back
and held an important conference of the civil and military
officials stationed there, As results of this conference, the
Russian forces in South Manchuria were further strengthened
and new barracks were built at Port Arthur. It was also re-
ported that Russia notified the Chinese Government of the
impossibility of the withdrawal of troops and forced itto ratify
_the secret treaty that had long been in abeyance. In August,
the Russian Government General for the Far East was estab-
lished at Port Arthur, and the militarist leader, Admiral
Alexieff, was appointed Viceroy, vested with full powers for
administrative, military and diplomatic affairs. The warlike
preparations on land and sea were thus brought to speedy
completion, the Pacific fleet of Russia being largely augmented;
forts were hurriedly built at Vladivostok, Port Arthur and
other strategic points in South Manchuria, and the transpor-
tation of arms and ammunition became brisker day by day.
In October Mukden was reoccupied, and-the Chinese Governor
General of Mukden was taken into custody.

Besides opening in July a direct negotiation with Russia
on the Korea-Manchuria question, Japan demanded of the
Chinese Government the opening of Manchuria to foreign
trade as a measure for chpcking the exclusive occupation
of the country by one power. This move resulted in the
opening in October of Mukden and Taitungkou, while the
United States at the same time succeeded in inducing China
to open Mukden and Antunghsien.

Simultaneously with the increasing of the Russian forces
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in Manchuria, the troops stationed on the Korean frontiers
crossed the Yalu River and penetrated the Korean territory,
nominally to protect the Russian timber concem; and in
defiance of the Seoul Government’s protest, the soldiers were
sent in May to the seat of the concern, Yanganpo. These
men began building in June as if they meant to stay in the
place permanently, while a telegraphic communication was
set up under the river bed of the Yalu to connect Yanganpo
with Antunghsien where the Russian artillery was stationed.
Realizing the futility of protests, the Korean Government
acceded, in July, to the Russian demand for the lease of
Yanganpo, and a contract was signed between the Seoul
authorities and the timber company. This contract was later
abrogated on a Japanese protest to Korea, but Russia dis-
regarded the course of this negotiation and went on complet-
ing military works at Yanganpo, and in October it was dis-
covered that she was constructing fortifications there. Japan,
Great Britain and America repeatedly wamed Korea of the
danger, and demanded that Russia open Wiju and Yanganpo
to foreign trade.
While Russia thus occupied the whole of Manchuriaand com-
-menced operations to possess herself of the Korean territory,
Japan, who had been out-marshaled in diplomacy for nearly
ten years, quietly succeeded in augmenting her armaments,
A collision of Japan and Russia nowbecamewell-nigh unavoid-
able. Public opinion in Japan unanimously and vigorously
demanded war. The Tokyo Government, which had been
negotiating with Russia about Manchuria and Korea, pre-
sented 2 draft of the conditions that were to be the basesof a
Russo-Japanese convention. Roughly speaking, the funda-
menrtal thesis of this proposition was that, in order to clearly
delimit the respective interests of the two countries which
then threatened to clash with each other, Korea should be
recognized as within Japan's sphere of interest, and Manchuria
as within Russia’s. But the two powers disagreed at the out-
set on the basic conditions and the place of conference, Japan
insisting upon discussing her proposition at Petrograd, while
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Russia demanded that her counter proposition as well as
Japan’s draft be discussed at Tokyo. Finding it impossible
to come to a speedy agreement on these points and consider-
ing it disadvantageous to waste time in the midst of steady
expansion of Russian armaments in Manchuria, Japan yielded
to the Russian position in every respect and requested that
the counter proposition be submitted at once. It was after
considerable delay that Russia's counter proposition was
presenfed on October 3. It differed from Japan’s propo-
sition in basic principle and excluded Manchuria from the
province of the intended negotiations. Making Korea the
only topic of discussion, moreover, it was provided that nei-
ther power should use any part of the Korean territory for
military purposes; that no military works calculated to
menace the free navigation of the Channel of Korea should
be constructed on the Korean coast, and that nearly one third
of the Korean territory north of 390 of north latitude should
be made a neutral zone. Whether or not there was room
for japan to consider such a counter proposition, we need
hardly say. Foreign Minister Komura adopted the two
propositions as bases of negotiations and had the first inter-
view, on October 6, with Minister Rosen, representing Rus-
sia at Tokyo. This and subsequent interviews did not result
in any compromise of divergent views; therefore, on October 30,
Japan presented an amended draft and sought Russia’s recon-
sideration. In this amendment, the fundamental principle
embodied in the original proposition was still maintained,
but it compromised in various respects and recognized, among
other things, the Russian contention of prohibiting the con-
struction of military works on the Korean coast, while insist-
ing upon the creation of a neutral zone on both the Korean
and Manchurian frontiers. Russia's reply to this was again
considerably delayed and #t last, on December 11, a second
counter-proposition was submitted to the Japanese Govern-
ment, merely compromising as to the circumstances under
which Japan might despatch her troops to Korea; and main-
taining the original Russian position in almost all other re-
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spects. In the meantime, Japan had put forward a second
amendment, on November 2, claiming that she could not
agree to excluding Manchuria from the province of discussion,
insisting that the clause prohibiting the military use of the
Korean territory be struck out, and stating that if Russia failed
to concur with the Japanese amendment on the point the ¢lause
referring to the neutral zone should be omitted altogether.

While trying to retard the progress of diplomatic negotia-
tion, Russia pressed on with her military preparations in the
Far East. Japan therefore issued on December 28 an urgency
ordinance on the disbursement of extraordinary military
expenses, an ordinance regarding the speedy construction of
the Seoul-Fusan Railway, and other ordinances necessary for
the conduct of a prospective war. The purchase of two war-
ships on December 30, was a further step in Japan’s prepared-
ness for emergency. The popular sentiment of the Japanese
also attained a white heat by this time and indicated a deter-
mination to fight as one man i this national calamity.

The Russian reply to Japan's second amendment came
on January 6, 1904, Though appearing to have compromised
on various points, it still held to the former position of Russia

_in the main, namely, that should Japan agree to the prohibi-
tion of the military use of Korean territory and to the Russian
insistence upon the creation of a neutral zone, Russia would
guarantee the rights that Japan and other powers possess in
Manchuria by virtue of the existing treaties. Needless to
say whether Japan could or could not consent to such a condi-
tion as this. Yet on January 17 she proposed the last com-
promise and called for Russia’s reconsideration. The proposi-
tion insisted upon the omission of the clauses regarding the
limitation of territorial use and the creation of a neutral zone.
It also amended the Russian proposal about Manchuria.
Russia, however, neither replied nor appointed a date of
reply. Thereupon Japan tock a decisive stand and on Feb-
ruary 6 instructed her representative at Petrograd to notify
the Russian Government of the severance of diplomatic
relations. War was declared on February 10.
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PRrOGRESS OF THE RUS50-JAPANESE WAR

Japan and Russia were now pitted against each other.
The main force of the Pacific fleet of Russia was concentrated
in Port Arthur, only four ships remaining in Vladivostok.
The Japanese fleet gathering at Sasebo started for Port
Arthur, early in the moming of February 6, under the com-
mand of Admiral Togo. On the way, a detachment of the
Japanese navy, under Rear Admiral Uryu, entered Chemulpo
on the afternoon of February 8, escorting a number of our
military transports. After a slight engagement with the two
Russian warships lying in the harbor, the landing of troops
was finished. At noon on the following day an engagement
was opened outside the port, and after a fight lasting thirty
minutes the Russian vessels were so badly injured that they
retreated into the port and later were blown up by their own
crews. Two battalions of Japanese troops, landing at Che-
mulpo, entered Seoul on February 9 and garrisoned the town.

The Japanese fleet sent against Port Arthur steamed on,
reconnoitering exn roufe, its destroyer squadron delivering an
attack upon the Russians on the night of February 8. Press-
ing on to Port Arthur, our destroyer squadron sank two Rus-
sian battleships and one cruiser. On the following day the
Japanese fleet made a general attack upon the Russian squad-
ron at Port Arthur. The enemy vessels, assisted by the land
batteries, poured shells upon our fleet, which prosecuted the
attack with ntmost vigor and put out of action four of the
enemy ships. The Russians retreated into the harbor one
after the other. Several days later, on February 14, our
destroyer squadron tried a night attack on the enemy squad-
ron off Port Arthur for a2 second time, in spite of the heavy
seas, and skilfully resisting the onslaught of the enemy, suc-
ceeded in inflicting great Hjury upon the Russian flagship.

In these several engagements the Russian squadron had
sustained heavy damage and lay concealed in the harbor,
declining to come out to fight. Taking advantage of this
opportunity, the Japanese fleet decided to shut up the enemy
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in Port Arthur and set about carrying out the program on the
night of February 23. In this attempt, five special steamers
provided with devices for blowing them up and manned
by brave and picked crews proceeded, under heavy enemy
fire, right to the entrance of the harbor and sank themselves
on reaching their allotted positions. By this enterprise the
blockade of part of the entrance to Port Arthurwas completed.
On February 25, five of the Russian ships were sighted ma-
neuvering ocutside Port Arthur and our fleet made an attack
upon them. One of the enemy ships was sunk and the rest
went back into the harbor. The next day, the Japanese
fleet dispatched four warships and took possession of Hai-
yang Island, which occupies an important position in the
Yellow Sea.

Meanwhile, the Russian squadron at Vladivostok tried to
relieve the pressure of the Japanese Navy upon Port Arthur
by attracting our fleet northward, and for this purpose the
Russian ships made severzal excursions into the Sea of Japan,
attacking our merchantmen. The steamship service on the
Sea of Japan was, consequently, interrupted for a time. But
when the Russian squadron at Port Arthur lay concealed in
-the harbor and the Japanese naval force had only to watch
them, seven of our ships were set apart to form the second
squadron, which was detailed to keep watch over Vladivostok
waters. This second squadron, under the command of Vice
Admiral Kakimura, made on March 6 and 7 a reconnoitering
cruise along the coast of Vladivostok. The squadron bom-
barded the port, but, as the enemy made no reply, it returned
to its temporary anchorage,

The Russian ships that had sustained heavy damage were
undergoing repairs in Port Arthur. On March 10 the Japa-
nese fleet sent a squadron of destroyers to reconnoiter the
enemy and to lay mines at important points. Our de-
stroyers met a squadron of eight enemy destroyers coming out
of the harbor, and sank one and inflicted heavy injury upon
the others. During this engagement, our main force opened
fire upon the Russians to cover our destroyer squadron, break-

3
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ing up several of the enemy batteries. On March 27, a second
program was carried out to block the entrance of Port Arthur.
At three o'clock, A.M., of the same day, four steamers were
driven into the channel in the face of enemy fire and were
sunk in their designated positions. While rescuing the crews
of these steamers, our torpedo flotilla encountered and sank
a Russian destroyer. On April 12, the Japanese fleet again
made an attack on Port Arthur. The destroyer squadron
advanced first and laid mines at points of importance. Then
the fleet pressed forward to positions directly under the Rus-
sian batteries, and, after cannonading them and inflicting
heavy damage upon the enemy, returned without sustaining
any injury. Early in the morning of the following day, after
a Russian destroyer was sunk, the enemy squadron consisting
of seven ships came out to fight. The main force of the
Japanese fleet proceeded to encounter them, steaming in
regular lines. The Russians saw the attacking force and were
making for the harbor when their flagship struck a mine laid
by the Japanese and sank in a few minutes, carrying the
Russian admiral, Makaroff, together with many sailors, to the
bottom. Another battleship of the enemy struck a mine and
was disabled. The rest retreated into the port. On April 15,
our Navy repeated an attack on Port Arthur and greatly
damaged the enemy forts, silencing part of the batteries.

However, with the break-up of ice, the Russian squadron
at Vladivostok made frequent excursions into the Sea of
Japan and watched our operations. . The second squadron
steamed northward on April 23 to search for the enemy; but
a dense fog hampering its movement, the squadron returned
to Wonsan on April 26. On the previous day the Russians
had sunk one Japanese military transport and two merchant
vessels. The second fleet again started on a cruise to search
for the enemy and approaching Viadivostok on April 30
bombarded its batteries.

Although the Japanese Navy had twice repeated its block-
ading operations at Port Arthur, the main force of the enemy
could still make an egress. When the Japanese saw this,
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they determined to complete the blockade and made a third
attempt on a larger scale under cover of the night, on May 3.
Because a strong wind was blowing and heavy seas running,
the steamers experienced no small difficulty in their operations.
Four of the steamers abandoned their enterprise and two of
them failed to attain their object; but all the other seven
succeeded in reaching their allotted points in the channel and
blew themselves up. The blockade of the harbor was now
accomplished and the passage of cruisers and any larger ves-
sels was rendered impossible. During this blockading opera-
tion our fleet, together with the destroyer squadron and
torpedo flotillas, covered the steamers; but owing to the very
bad weather, the list of casualties proved very heavy, not a
single person of the crews of three steamers being saved. On
May 12, while our torpedo flotillas were engaged in sweeping
the mines off Port Arthur, under the protection of cruisers,
two torpedo boats sank by striking mines laid by the enemy.
On the 15th of the same month, the Japanese cruisers Yoshino
and Kasuge collided in a very dense fog, and the former ves-
sel was sent to the bottom. Moreover, on the same day, our
battleships Halsuse and Yaskima struck mines laid by the
enemy and sank immediately. These losses were the heaviest
sustained by the Japanese Navy during the Russo-Japanese
War. In spite of the complete blockade of Port Arthur for the
passage of large vessels, gunboats and destroyers made an
egress from time to time, so the Japanese destroyer squadron
and torpedo flotillasbegan on May 25 a reconnoissance in force
and laid mines at important points, finishing the operations
on June 13. Thereupon, the Japanese Navy obtained abso-
lute command of the sea, from the Yellow Sea to the Sea of
Japan.

To turn to the operations of the Japanese Army: Beginning
with the entry of Pyongyang by the advance contingent on
February 24, the First Army under Lieutenant General Kuroki,
with constant reinforcements, marched gradually up the Ko~
rean peninsula, clearing the Russians on the way. It took
possession of Wiju on April 4, without any fighting. The
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army advanced still farther to the Yalu and faced the Russians
across the river. With the perfection of preparations, it
started its movement on April 25. It crossed the Yalu on
the night of April 30, after an artillery engagement of several
days, and upon the completion of pontoon bridges thrown
across the river. The First Army, now on the other side of
the river, immediately fell upon Kiuliencheng on May 1. The
Japanese placed their artillery on a twelve-mile front. When
a part of the enemy’'s artillery was silenced after the exchange
of fire lasting some two hours, our army made a general
advance and occupied Kiuliencheng and its neighborhood.
Pursuing the enemy it then captured Mohatang and obtained
possession of Feng-hwang-cheng and Kuantiencheng. Driving
out the Russians on the way, the Japanese continued their
advance northward in the direction of Liaoyang.

In the Liaotung peninsula, the Second Army, under Lieu-
tenant General Oku, landed at Pitszewo on May 5. It imme-
diately took Plantien, and then prepared to attack Kinchow-
cheng and Nan-shan, reaching a point some 800 meters from
the Kinchow wall at one o'clock A.M. on May 26. The sap-
pers were first dispatched to destroy the gate and wire entan- -
glements. Then the whole army took the first opportunity
to assault the enemy’s position. Kinchowcheng fell into our
hands before dawn of the same day. The victorious army
immediately pressed upon the strong forts of Nan-shan. The
Russians, who were solidly entrenched in this position of
natural advantage, offered strong resistance. The attacking
army, with the assistance of a naval detachment sent to Kin-
chow Bay, put up a vigerous fight and made an assault upon
a flank of the enemy, but tono effect. But when the Japanese
right wing, assisted by the naval guns, made a severe attack
upon the enemy’s left flank, his powder magazine exploded
and the batteries on his leff wing became silent. At dusk of
the same day, May 26, our whole body of troops rushed
against the enemy forts and obtained possession of them at
7eM. The battle continued full sixteen hours, and the Japa-
nese casualties totaled 2,200, including officers. A detach-
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ment of our force pursued the Russians and secured the
control of the shores of Tailien Bay on the following day,
May 27. The Second Army, leaving a force to defend Nan-
shan, tumed around and advanced toward Liacyang in the
north. On June 15 this Second Army approached Telissu.
Opening cannonade in the moming and with the assistance of
a naval detachment, it fought desperately and carried the
Russian position. In this battle the losses by death or injury
on our side were 9o0 and those on the Russian side were no
less than 10,000.

On June 21 the Second Army cleared the enemy at Hsiung-
yocheng and also captured Funshuiling. This army contin-
ued its march to the north and drove away the enemy near
Kaipinghsien, closing on July 24 upon the Russian troops on
the heights in the vicinity of Tashihchiac. The Russians fell
back upon the forts erected on the heights, which com-
manded the position of the Japanese Army. The attack was,
therefore, extremely difficult. During the night the infantry
of our right flank carried by assault one or two of the enemy
forts. The next moming our army opened artillery fire and
succeeded in capturing the whole Russian position on the

heights by a well-timed general assault, and a Japanese detach-
ment was sent to occupy Yingkow.

At this time the Fourth Army, under the command of
Lieutenant General Nozu, was already at Siuyen. Marching
northward, this army reduced Shimucheng on August 1, but
the enemy retreated to Haicheng. Accordingly, the Second
and Fourth Armies advanced upon Haicheng and captured it.
Previous to this the First Army, coming from the direction of
Feng-hwang-cheng, was marching upon Motienling. While
reducing the various forts en route, it finally captured Motien-
ling, a post of natural advantage held by the enemy, on July 1.
But on July 17, the Russian troops attempted a counter attack
in large force, which the Japanese succeeded in repulsing.
The Russians retreated to the Hsie-ho and prepared against
our army, taking their position on the river. The Japanese
Army attacked the Russians on July 18, but failed to take
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the position because of strong resistance. On the following
day the attack was renewed and towards evening the posi-
tion was finally carried. After this fight, it seemed that the
enemy was being steadily reinforced. Therefore, the First
Army made a general advance on July 30, to forestall the
enemy before his strength was full. The enemy fought well
and the attack produced little effect. But finally, on August
1, the Japanese Army succeeded in defeating the enemy and
secured the possession of Yangtzuling and vicinity. Here
the three Japanese Army corps were able to advance in uni-
son and reach a position some distance from Liaoyang on
August 24.

There were large corps of the Russian Army at Liaoyang.
On a stretch of high ground in front were constructed the
defense works of the enemy. Here was fought a great battle.
The Second Army, which formed our left flank, advanced
west of the Liaoyang road; the Fourth Army, which formed
the center, proceeded east of the road while the First Army
which constituted our right flank marched from the east side,
threatening to turn the enemy's flank. In this disposition,
the Japanese armies attacked the enemy without interruption,
captured several forts, and came into perfect touch with each
other on August 2g. Our right wing took possession of the
heights north of Hsuchiakau on August 30, but had to abandon
it, being unable to resist the counter-attack of the enemy.
But, since this would interfere with the advance of the armies
as a whole, the right wing made a desperate effort, recovered
the heights on August 31 and insured occupation of Penchihu.
On September 1, the Russians were observed to be gradually
retreating to Liaoyang, so our center and left wing pursued
the enemy, cannonaded and destroyed the Liaoyang station
where Russian troops were assembled, causing a fire in the
warehouses near-by. The next day our right wing threatened
to cut off the retreat of the enemy. Upon this, the Russians
set fire to their own stores and retreated to the lines on the
Shaho. In this battle, the casualties on the Japanese side
were 17,500, while the Russian losses were estimated at 25,000,



INTRODUCTION 23

The Japanese armies that had occupied Liaoyang started
their operations against the Russians who had retreated and
taken up their position on the Shaho. But on October 10 a
large body of the enemy came to attack our right wing, which
was forced to abandon the high ground east of Penchihu.
Our troops recovered the position the next morning, however,
and making a further advance reached the enemy lines on
the Shaho on October 14. The center and left wing of the
Japanese forces crushed the stubborn resistance of the enemy
and captured his positions in various places. With the reduc-
tion of Shahopao by the Japanese left wing on QOctober 135,
the battle of Shaho which continued a week ended in a splen-
did victory for the Japanese. Qur armies sustained in this
battle a loss of 15,800, killed and wounded, while the Russian
casualties reached 67,000.

In the land operations against Port Arthur, the Third
Army, under Lieutenant General Nogi, which had entered
Kinchowcheng as the investing force of Port Arthur, started its
movement on June 26, After severe and prolonged fighting
the Japanese wrested several of the enemy’s positions, taking
possession on July 30 of a line extending from the heights

_south of Tuchengtzu to the heights east of Takushan, They
now came within a few miles of the town of Port Arthur
and were in position to commence siege activity, so that the
Russians escaped and retired from the fortifications of Port
Arthur. Our army continued to attack the enemy, capturing
Takushan and Hsiaokushan on August 7 and 8. The Russian
squadron lying in the harbor of Port Arthur found the artillery
fire of the Japanese Army daily increasing in violence. To
be relieved from this intolerable situation, it put to sea under
cover of a dense fog on August 10, The Japanese fleet
encountered the enemy and inflicted heavy damage upon his -
flagship and two other battleships, when two of the Russian
cruisers and several destroyers made their escape southward,
while all the rest went back into the harbor. General Stés-
sel, commander of the Russian garrison, refusing to accept
the permission for escape of noncombatants in the enemy
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zone and the advice to surrender sent by our besieging army,
a general attack was opened on August 19. The enemy was
provided with all possible means of defense and the besiegers
had to fight for every inch of ground. They at last succeeded
in securing the east and west batteries of Panlungshan.
Meanwhile fire had started in the town of Port Arthur from
the bombardment by the Japanese Navy. The fortress of
Port Arthur, constructed in positions of natural advantage
and with the highest art of modern engineering, had been
reputed impregnable and the Japanese force failed to make
such progress as was contemplated. Accordingly, our army
changed its method of attack and took to digging zigzag lines
for troops to march through. On the completion of these
engineering works, a second general attack was opened on
September 19. QOur army fought throughout the night and
wrested from the enemy the Kropatkin fort, a part of the
battery south of Shuishthying and the 174-Metre Hill, in
succession. The Japanese made assaults on the 203-Metre
Hill from three sides and kept up the struggle for three con-
secutive days and nights, only to fail in their attempt. But
our investing force never relaxed its pressure upon the Rus-
sians and repulsed their frequent sorties, taking on October
16 the forts on the sides of Hachimakiyama (Japanese name)
and Erhlungshan. Meanwhile our army, in cooperation with
the navy, fired on the Russian ships lying in the port. On
October 26, the Japanese force tried a third general attack
and made a violent onslaught upon the enemy, with the sup-
port of the naval guns, capturing Sungshushan and Erhlung-
shan. On the 29th, our troops recovered the trenches south
of Hachimakiyama, which had been retaken by the enemy,
and on the following day took a fresh battery. On November
29 the Japanese Army reopened its assaults on the 203-Metre
Hill, the heart of Port Arthur. Our forlorn hope rendered re-
peated rushes useless until the next day, when the assaults
finally took effect and the hill fell completely into our hands
at eight o’clock in the evening, The enemy made a violent
eounter-attack, however, and the Japanese fought desperately
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to defend their position, succeeding at last in consoclidating
their possession of the hill on December 2. With the 203-
Metre Hill in our possession, the Japanese artillery, with the
cooperation of the navy, cannonaded from that commanding
height the remaining Russian ships in the harbor. This con-
tinued from the 3d to the gth of December. The effective
shots numbered as many as 248, which annihilated the enemy
ships. After this, our investing army took the rest of the forts
one by one, but the fate of Port Arthur had alreadybeen sealed
with the fall of the 203-Metre Hill. Finally the enemy lost
the power of resistance and surrendered to the Japanese Army
on January 1, 1905. The siege of Port Arthur, which involved
the most terrible fighting ever witnessed for half a year, thus
came to an end. The number of Russians surrendered was
over 32,000 prisoners and 16,000 wounded. The Japanese
Army made formal entry into the town on January 13.

In the field campaign against Mukden our three army corps
had spent 120 days in winter quarters on the Shaho. During
this time preparations for the fight were completed. The
Third Army that had arrived from. Port Arthur reinforced
the extreme left, while the Yalu River Army, under the com-

_mand of Lieutenant General Kawamura, was added to the
extreme right. The Japanese forces were commanded by
General Oyama. The enemy had put up defenses on a vast
stretch of ground on the left bank of the Hun-ho, which runs
south of Mukden. General Kropatkin was in chief command.
The Japanese armies were set in motion during the last ten
days of February, and there resulted the great conflict known
as the battle of Mukden. Previously to this the enemy had
come pressing upon our extreme left in large force. The
Japanese engaged these Russians on January 25. After con-
tinual fighting they took Heikautai on January 29, and
pursuing the enemy drove him to the right bank of the
Hun-ho.

Meanwhile, the battle of Mukden was developing. On
March 1, the Japanese armies started extensive operations
on a I125-mile front. Our extreme right advanced toward
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Fushun from the east and swept round the enemy’s flank;
our extreme left turned eastward to outflank the enemy and
threaten his rear after crossing the Hun-ho and taking Shin-
mintun in the northwest; while our center and right flank
advanced east of the railway and our left flank west of the
railway, to hold the Russian center. In the progress of the
battle each of the Japanese armies took the enemy’s positions
one byone. On March 5 our forces were hotly engaged along
the whole front, making violent attacks upon the enemy. On
March 7 the Russians began to retreat and the attacks of our
armies increased in viclence. On the 8th, the Japanese left flank
approached Mukden in pursuit of the enemy, while our corps
on the extreme left pressed on the rear of the Russians, cap-
turing the railway north of Mukden. On the 9th, our extreme
right took possession of Fushun. On the 1oth, our center
and part of the left flank fell directly upon Mukden and occu-
pied it. Thus the great battle of Mukden ended in complete
victory for the Japanese. The Russian losses in this battle
were about 137,700 killed and wounded, while over 20,700
were taken prisoners.

The Japanese armies went in pursuit of the retreating
Russians. The enemy had defense works constructed on the
way which well covered the retreat of his troops. Qur forces
took Yingpan on the 11th of March, Hsingking on the 13th,
Tiehling on the 16th, Fakumen on the 18th and Kaiyuan
onthe 19th. Then the Japanese armies kept up their advance
northward, pursuing the enemy by the four routes of the Kai-
yuan-Kilin, Fukumen-Changtu, Fushun-Hailung, and Hsing-
king-Tinghua roads.

To return to the operations of our navy: Though, after the
annihilation of the Russian squadron at Port Arthar, the
absolute command of the sea in Far Eastern waters fell into
our hands, the enemy squddron at Vladivostok had made
frequent sorties into the Sea of Japan. In the excursion
in June, 1904, it had sunk three Japanese military transports,
including the Hilachki Maru, in the Straits of Tsushima, and
had also injured our merchant vessels in the northern part
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of the Sea of Japan. But on August 14, when three Russian
vessels again appeared in the Straits of Tsushima, they met
with an attack by our second squadron, which was then off
Ulsan. Fire started on all of the Russian ships, one of which
went to the bottom. After the complete destruction of the
Port Arthur squadron, our navy tightened its hold on Vladivos-
tok, keeping watch over the smuggling ships and cutting
off the supply by sea of munitions and provisions to the
enemy.

Seeing that the Pacific fleet was fast declining, Russia dis-
patched a second Pacific squadron in October, 1gog, and a
third Pacific squadron in February, 1905. On May 12, these
squadrons all assembled on the sea of Annam. Entering the
China Sea, the whole fleet of more than forty vessels steamed
northward. The Japanese fleet, finishing its preparations,
was awaiting the enemy in the Straits of Tsushima. At 5
AM. on May 27, the Japanese scouts sighted the Russian
fleet steering for the east channel. At 2 p.M., the Russian
ships reached the vicinity of Okinoshima, moving in double
columns, while our battleships and armored cruisers, steam-
ing in a single column, pressed the head of the Russians from

_the west, delivering a severe attack upon the enemy. Violent
fires soon breaking out on the flagship and two other battle-
ships of the enemy, the Russian fleet, in disorder, attempted
escape. The Japanese main force never ceased to press the
enemy to the south. Meanwhile, our cruiser squadron and
three other flotillas attacked from the south, the ships forming
the enemy’s rear dispersing them with heavy damage. Our
fleet pursued the scattered enemy until sunset. During the
day, the Russian flagship Swareff and three other battleships
and one special service vessel were sunk. In the night, our
destroyers and torpedo boats attacked the enemy in spite of
heavy seas. So far as the results could be told, these Japanese
ships deprived at least one battleship and two armored cruis-
ers of fighting and steaming power and sank one battleship.
The Japanese losses were only three torpedo boats. With the
dawn of May 28, the Japanese squadrons searched for and
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pursued the enemy and harvested the fruits of the victory of
the previous day. They captured two battleships and three
other ships and sank two cruisers and several other ships.
One battleship and two cruisers which were disabled the day
before were also sunk. The Russian commander-in-chief, who
had been transferred to one of his destroyers, was made our
prisoner during the second day of the sea fight. Thus, out of
the thirty-eight Russian warships which participated in the
engagement, only a few each of cruisers, destroyers and other
classes of ships escaped sinking or seizure. One cruiser and
one destroyer only escaped to Vladivostok. The Japanese
Navy lost no other ships except the three torpedo boats already
mentioned. The world locked upon this miraculous victory
of ours with astonished eyes.

The issue of the Russo-Japanese War was practically
decided by the battle of Mukden on land and by the battle of
Tsushima on sea. The military and naval forces of Japan,
however, opened activities against Russian possessions from
this time. Our army in north Korea, under cover of the navy,
marched in June to invade the Russian territory across the
Tumen River. Our troops dispatched to Karafuto (Saghalien)
obtained possession of the whole island in July, while our
navy was also operating upon the coast of the littoral provinces
of Russia. Immediately after the battle of Tsushima, how-
ever, President Roosevelt of the United States of America ten-
dered his good offices to restore peace between Japan and Rus-
sia. Both belligerents intimated acceptance of the offer, and
appointed plenipotentiaries who met to negotiate peace at
Portsmouth, New Hampshire, August 9, 1905. On September
1, the plenipotentiaries of the two powers signed a treaty of
truce, and on September 5 a treaty of peace.

In conclusion, we add a brief remark about the strength
of the Japanese forces employed in this war. The accurate
figures are, of course, inaccessible. But according to our
investigations, the whole land forces put in service in the
Russo-Japanese War comprised 17 divisions of active service
troops and first reservists, 2 divisions of second reservists, 4
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brigades of second infantry reservists, 7 mixed brigades of
second reservists, and a number of second reservists and mili-
tia. Classified by the fields of operation, the North Korea
Army consisted of 1 division and 1 brigade, the Karafuto
Army, 1 division, while practically all the rest went to form
the Manchuria armies. The approximate strength of our
Manchuria armies was: 250 infantry. battalions, 20 cavalry
regiments, 200 artillery batteries (some 1,000 guns), 6 engineer
companies, and machine-gun corps and commissariat troops.
The forces that took part in the war total 1,088,996 persons, of
whom 999,868 went to the front. The losses from this war
were not so large as is generally supposed. The following are
the details:

LossEs oF Russo-JaraneseE Waz

Noncommis- | Civilians
Causes Officers | sioned officers | i army Total
and privates | and navy

Killedin battle. . ......... 1,526 58,105 52 60,083

Died from disease. ........ 278 21,197 404 21,879

Dismissed from service. ... 71 29,367 - 20,438
Total. .. ... ......... 2,275 108,669 456 115,400

It will be seen from this table that 60,000 were killed and
22,000 died from disease, totaling 82,000. Even including
over 29,000 dismissed from service on account of ill health
and other disabilities, the total figure does not much exceed
111,000. It may be here added that the horses lost in the
war totaled 38,000, including those invalided.

The Japanese naval forces put in service during this war
were 72 warships of various classes totaling 261,629 tons. In
addition, there were 50 torpedo boats representing 5,429 tons.
The losses from the war were twelve warships of various
classes totaling 45,352 tons, and 7 torpedo boats representing
558 tons. Most of these losses, however, were due to collision
or to striking mines, and not to fighting itself, The following
table shows our naval forces employed and lost during the war:
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NavaL ForceEs EmpLovYED AND Lost

Employed Lost
Classes
No. of ships | Tonnage | No. of ships| Tonnage

Battleships. . .......... reean 6 85,043 2 27,320
Armored coast defense ships.. . . 2 11,447 - A
Armored cruisers. ... ... ... ... 8 72,815 .. e
Cruisers. . ......ococineevnnnnn 7 51,961 2 8,320
Dispatch boats. .............. 4 5,487 I 1,772
Depot ships for torpedo boats . . i 4,120 .. et
Gunboats, . ...........cccn.nn 9 7.870 3 3.404
Coast defense ships. ... ....... 3 5,576 2 3,798
Destroyers. .................. 22 7,210 2 738

Total.............c.cv.. 72 261,629 1z 45,352
Torpeda boats................ 50 5,429 7 558

The navy lost 2,657 persons, of whom 2,010 were killed in
" battle and 647 died from disease.

REsuLTs OF THE Russo-JAPANESE WAR

It was the Russo-Japanese treaty of peace signed on Sep-
tember 5, 1905, and the Sino-Japasnese treaty signed on De-
cember 23, 1905, in connection with this treaty of peace that
confirmed the altered situation in the Far East in consequence
of the war between Japan and Russia. A survey of the Far
Eastern relations thus established shows that the material
and moral interests secured by Japan were not at all incon-
siderable. It came to be recognized that Japan had para-
mount political, military and economic interests in Korea
and that she had the right to take the necessary measures for
guidance, protection and control in Korea. Recognition of
this fact and right had already been made by Great Britain
in the new Anglo-Japanese Alliance Treaty, prior to the con-
clusion of peace between Japan and Russia.

The Russian influence thus absolutely expelled from Korea,
the country came under the protection of Japan. In Man-
churia, Japan received the transfer from Russia of the lease
of Port Arthur and Tailien, together with the Russian rail-
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ways south of Changchun (Kuan-cheng-tzu) and all collateral
coal mining privileges. She obtained from China a fresh
concession for working the Antung-Mukden line. Japan and
Russia, under certain restrictions, withdrew their military
forces from Manchuria and restored the territory to China’s
sovereign rights, In this manner, the spheres of Japanese
and Russian interests were marked out in Manchuria; that is
to say, Japan acquired fresh interests in south Manchuria and
Russia retained her former interests in north Manchuria,
And besides these interests in Manchuria and Korea, Japan
acquired by her victory in the war the southern half of Kara-
futo and the fishery rights for her subjects along the Russian
coasts between the Sea of Japan and Bering Strait. The
circumstances of the time did not allow Japan to obtain any
other rights or indemnity.

Needless to say, the relations between Japan and Korea
underwent a marked change in consequence of the war with
Russia. At the beginning of the war, after Japan had forced
the Russian Minister in Seoul to leave Korea, the initial steps
for the establishment of Japan’s protectorate over Korea were
taken with the protocol signed February 23. Japan's right

-of protection was extended by the Japanese-Korean Agree-
ment, August 22, by which Korea was compelled to engage
financial and diplomatic advisers from Japan and required to
consult with her previously in regard to important diplomatic
matters. When her special position in Korea came to be recog-
nized by Great Britain and Russia, Japan concluded with Ko-
rea, November 17, 1905, a new agreement consisting of five
articles which provided: (1) that the diplomatic rights of that
country be transferred to Japan; (2) that the Japanese minister
to Korea be substituted by a Resident General representing in
Seoul the Imperial Government of Japan, and that subordinate
residents be substituted for consuls at the open ports and other
important places, to discharge official duties under the Resi-
dent General, It was this agreement that supplemented
and completed the protocol and the agreement previously
signed, and consolidated and defined Japan’s position in
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Korea. Hereupon the foreign affairs of Korea fell into the
hands of Japan, and there was no Ionger any necessity for the
powers to retain their representatives in Korea. The minis-
ters withdrew from Seoul, headed by the British Minister
who left on November 30. The diplomatic business con-
cerning Korea thus came to be conducted through the minis-
ters in Tokyo. And the Residency General and subordinate
residencies opened official business on February 1 of the fol-
lowing year, 1906.

The material results acquired by Japan from the war with
Russia have been described in the foregoing paragraphs. Her
moral acquisitions were by no means small. The international
prestige of Japan in the Far East enormously increased after
the war. It came to be recognized that Japan had the strength
to prevent any other power from interfering in affairs of the
Far East without her consent. Japan’s position as a first-
class power was thus established.



CHAPTER II
COST OF THE RUSSO-JAPANESE WAR

TEE War ESTIMATES

When a rupture seemed imminent in the relations between
Japan and Russia, the government framed the estimates
for extraordinary expenses in October, 1903, and later as
the situation developed it thrice compiled, besides the regu-
lar estimates for the war, extraordinary war estimates. These
estimates were to be defrayed as an urgent financial measure
or in the shape of a temporary expenditure, outside the regu-
lar budget, to meet the expenditures directly related to the
war {called the extraordinary military expenses), and those
(called extraordinary affairs expenses) required by wvarious
branches of the Administration. Finding it impossible to
resort to increase of taxes for raising these necessary sums,
because such taxation could not under the circumstances
supply the state with a large amount of revenue, and because

_the people had already been burdened by repeated increases
of taxes for military expansion, the government adopted the
course of covering the main portion of war expenses by public -
loans. The increase of old taxes or the imposition of new ones,
or the revenue from the government’s new undertakings were
to be resorted to as a secondary means, and its surplus and
other funds were to be the resource.

In Qctober, 1903, the government dec:deé on the defrayal
of the extraordinary affairs expenses amounting to 1,420,000
yen, the source of revenue being the second reserve fund and
the Treasury surplus.” When the relations between Japan
and Russia were on the verge of rupture in December of the
same year, the government decided on the disbursement of
155,970,000 yen for military preparations, and of 250,000 yen
for extraordinary affairs expenses as an urgent financial meas-
ure, with the special accounts fund and Treasury bonds as the

4 33
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source of revenue. The estimates for these war expenditures
may be tabulated as follows:

EstiMates oF War ExPeNDITURES, DECEMBER, 1003

Expenditures Amount Sottree of Revenns Asmotint
Yen ¥eu ¥en Ten
Extraordinary military Special acecant fund ! 25,000,000
ex;:enses} {emergency 15507 " Treasury boads..... | 130,071,038 "
measure} . ... ... 9710, —_—— K
Ext adiai 3 5597103
expenses
Temporary defrayal. | 1.422,585 Second reserve fund 170,500
Treasury sarplus.. .. 1,052,085
Emergency measure, 257,804 Special account fund 257,894
1,680,47¢ ——————  1.680.470
Total..........0 IST651.515 Total..v.venns 57551515

As stated above, the estimates for war expenses before the
war broke out were 157,650,000 yexn, of which 155,970,000 yen
represented extraordinary military expenses and 1,680,000
yen, extraordinary affairs expenses.

The diplomatic relations between Japan and Russia were
severed in February, 1904, when Japan declared war upon
Russia. The 20th session of the Imperial Diet in March of
the same year passed the first estimates of war expenses. The
estimates consisted of the extraordinary military affairs
expenses amounting to 380,000,000 yen, and the extraordinary
affairs expenses amounting to 40,000,000 yen, a total of 420,-
" 000,000 ven, the sources of revenue being the special accounts
fund, the increase of taxes, national loans and the Treasury.
The above statement may be tabulated as follows:

EstiMATES oF WAR EXPENDITURES, MARCH, 1904

Expecditures Amount Source of Revenue Amount
Yen ’ ¥rn Yeu

Extraordinary military . Special accounta fund | 30,000,000
CXDENILE. ...\ ... 380,000,000 - }i Increase oftaxes, etc. | &0.301,870
Extrasrdinary afairs Nationel loacs. .. .. 280,000,060
CEDEASES. + e v v v a - 40,000,003 Treasury surplas.... 9,798,121

—— 380,002,000

Treasury sorplus.. .. 40,060,000

Total........... 420,000,000 [E Totat......... 420,066,000

The war situation had largely developed by November,
1904, the Japanese forces having gained repeated victory over
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the enemy; but the stronghold of Port Arthur had not yet
fallen, the enemy squadron in the bay of Port Arthur had not
yet been shattered, and our army in the north of Manchuria
was quartered for the winter in Shaho, in preparation for a
decisive battle at Mukden, while the second Russian Pacific
squadron had already started for the Far East. Under these
conditions, no one could predict what would be the final out-
come of the war. The second war estimates, therefore, con-
sisting of 700,000,000 yen for extraordinary military expenses,
and 80,000,000 yen for extraordinary affairs expenses, total-
ing 780,000,000 yen, were passed in the 21st session of the
Diet. The sources of revenue to meet these requirements
included the special accounts fund, the income from increased
taxes etc., national loans, the Treasury surplus, a small sum
of war-fund contributions and miscellaneous incomes. The
deficits in the estimates of the extraordinary affairs expenses
were filled up in December of the next year by the extraordi-
nary defrayal of 28,820,000 yen from the special accounts fund
and the yearly account surplus, and by the supplementary
estimates amounting to 7,200,000 yen which were to be de-
frayed from the surplus fund. Deficits in the estimates of the
_extraordinary military expenses were covered by the extraor-
dinary defrayal of 60,000,000 yen with the revenue of public
foans. These details can be tabulated as follows:

SgconNp EstiMates oF War EXPeENDITURES, DECEMBER, 1904

Expenditures Amount Source of Revenue Amount
Ertraordinary military Yen Yen Special acoounts ¥en Fen
expenses {second fund ........... 8,000,000
estimates} ........ 700,000,000 Increape of taxes,
O, Ly 19,000,000
Naticanl loans.... [ 571,600,000
Public contributions
to war fands. ... 1,500,005
Miscellanecus .
COMED. -t evarnnen 560,600
Extraordinary defrayal [ 60,000,000 Public loans...... 60,000,000
| ————— 760,000,000 ———————— 760,600,000
Bxirgordinary affain Treasury surplus. .. | 48,328,977
expenses {second Increzse of taxes,
eatimates) ........ 80,000,000 BEC. tinsreiianas 31,671,023
Extraordinary defrayal | 38.825.400 Treasury surplus. .. | 24.825.40¢
Supplementary esti- Special accousnts
HALSE . vvinninres 7,300,000 fand ........... 4,000,000
Treasary surplus. .. 7,200,000
116,045,400 — 110,033,400
Totat ., ........ 876.025.499 H Total.......... 876,025,400
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Thus the second estimates, including extraordinary defrayal,
amounted to 760,000,000 yen for extraordinary military
expenses and 116,025,409 ven for extraordinary affairs ex-
penses, making a grand total of 876,025,409 yen.

The peace treaty was concluded between Japan and Rus-
sia in September, 1905, and war was brought to an end. But
more expenses were required for the withdrawal of expedi-
tionary forces, the grant of rewards for services in the war,
and other objects. As the previous estimates had already
shown deficits, the government introduced the third war esti-
mates to the 22nd session of the Imperial Diet, in December,
1605. The third estimates passed consisted of the extraor-
dinary military expenses amounting to 450,450,000 yen,
and the extraordinary affairs expenses amounting to 79,500,-
000 yen, the sources of revenue being public loans and Treas-
ury surplus. For deficits in the extraordinary affairs expenses
the supplementary estimates to the amount of 2,500,000 yen
were drawn up the next year. Thedetails are as follows:

TRIRD ESTIMATES OF WAR ExpEnDiTURes, DECEMBER, 1505

Expenditures Amount Source of Revenue Amounnt
. ¥en Yen Ven ¥rn
Extraordinary military Publicloans. . ... .. 450,450,000
expenses {third esti- Pabiic loans. .. .... 63,193,143
mates) ,.......... 450,450,000
rdizary affalrs Treasary sweplus . . .| 16,306,758
expenses {third esti- Treasury surplus. . - . 2,500,006
11 27) .| 7¢.500.000
Suppiementary  esti-
|EeS .. ...- o0 .na 2,500,000
1 837,000,000 |——— 83,800,000
Total .......... 532,450,000 Total . . ..., .. 532,450,000

The third estimates thus comprised 450,450,000 ven for
military expenses, and 82,000,000 yen for extraordinary
expenses, making 532,450,000 yen in all.

To sum up, the entire estimates for the expenses of the
Russo-Japanese War amounted to 1,746,420,000 yen in ex-
traordinary military expenses and to 239,700,000 yen in ex-
traordinary affairs expenses, thus making the total of 1,986,-
120,000 yen, [l' he sources of revenue for the extraordinary
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military expenses were the special accounts fund, amounting
to 63,000,000 yezn, the revenue from the increase of taxes, etc.,
of 181,200,000 yen, the revenue from national loans of 1,492,-
420,000 ven, the Treasury surplus to the amount of 7,790,000
yen, the contributions to the war funds amounting te 1,500,-
000 yen, and the miscellaneous incomes of 509,000 yen, aggre-
gating 1,746,420,000 yen.

For the extraordinary affairs expenses, the sources of rev-
enue were the second reserve fund amounting to 370,000 yen,
the Treasury surplus of 140,210,000 yen, the special accounts
fund of 4,250,000 yen, the increase of taxes amounting to 31,-
670,000 yen, and the revenue from national loans to the
amount of 63,190,000 yen, aggregating 239,700,000 yen. For
the sake of convenience the extraordinary military expenses

SuMMARY OF ESTIMATES FOR WAR EXPENDITURES?®

Estimates
First Second Third
i?::: UEEE estimates ' estimates | ¢stimates Total

Fan Feu - ¥Yem ¥eu Yen
War expenditures. . ....... 1572.651,515] 420,000,000 | 870,025,4001 532,450,000 | 1,080,126,924
Extraordinary mifitary sx-
i1 I155.577,036] 380,000,000 | 760,000,000 ! 450,450,000 1.746.431,036
[ 380,000,000 | 700,000,000 | 450,450,000 { 1.530,450.000
155.971,038 vann FN P 135,971,036
Extraordinary defrayal. . B, 60,600,000 PN 50,600,000
Extraordinpry affairs ex-

PEOBES. . ...nansaans 1.480,479] 40.000.000] 110,025.400] 33,000,000 239,705,888
Ordinary budget. . - 40,600,000 £0,000,000] ¥9.500,000 199,500,000
Supplementary iradgct ceenr . 71,200,000 2,500,000 9,700,000
Urgency measurse. . ... 257.894 PO FE. P 257304

Extraorditary defrayal.. . 1,433,585 aae 28,825,400 iaae 20,247,504

Sources of revenue for war .
BEPEOBRR. ., iuucsnu-a 157.651,515 ] 420,000,008 §76,025,400 | §32,450,000 | Y.086,126.024
Sources of fevenue for ex-
traordsmry am:tary
155,071,036 380,000,000] 760,000,000 456,450.000 | 1,745.421.036

S;aeaa!munufuud. . 1 asgoumn.can! 30,000,000 8,000,000 faee 63,000,000
Increase of taxes, ete.. . e 62,201 870 110.000,000 s 181,395,879
National loans........ { 130,971,038 | 280,000,000 | 631,000,000 450,450,000 1,402.431,030
Treasury surplus...... ceen 7,798,122 cen . 7.798,131
Public contributions to
war funds. ........, [ vean 1,568,000 ree 1,500,000
Miscellaneous incomes . . saan 580,000 . 500,000
Sounrces of revenus for ex-
tmorﬁmary affairs ex-

,,,,,,,,,,,,, 1,880,475 40.000,000] 116,025,400] 32,000,000 239,705,888
Specmi accounts fund . . 257.804 [ 4,068,000 e 4.252.804
Increase of Lam,etc... e e 31,5023 P 31,671,023
National loans. . ...... . cina e §3.103.242 $3,393.242
“Treasury surplus. - 1.,052,085] 40,000,000 B$0,354.386] 18,806,758 F40,213.220
Second reserve fund... 370.50¢ PO haee . 370,500

» This table {p based upon the Depottment of Finance Resorf on the Wor-time Finance of the
Russos-Japanese War. The extranrdinary defrayal of December, 1905, izincluded in the second esti-
mates in order to make clear the distribution of the extraordinary affaire expenses over several
fiscai years,
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were handled as special accounts and the extraordinary
affairs expenses as general accounts. In the special accounts
of the extraordinary military expenses, therefore, the interval
between the beginning and the end of the war finance, that is,
between December, 1903, and March 31, 1907, was considered
one fiscal year. The details of the war expenses, stated above,
may be seen in the table on page 37.

Of the extraordinary affairs expenses incorporated in general
accounts, the estimates of each period in the above table are
considered estimates for that fiscal year. So the first are
estimates for 1904-5, the second for 1905-6, and the third
for 1906~7. The special accounts of the extraordinary mili-
tary expenses were closed on March 31, 1907, and their de-
frayal was brought to an end in June of that year. Of the spe-
cial accounts still unsettled on the date last named therefore,
the necessary items were transferred to general accounts to -
be defrayed, under the name of extraordinary military ex-
penses, between the fiscal years 1go7-8 and 1912-13.

THE WAR-TIME MILITARY EXPENSES

The above is the outline of the financial program in con-
nection with the Russo-Japanese War. It is to be noted that
the war expenses consisted of the war-time military expenses in-
curred for war itself, and the war-time administrative expenses
caused by the war directly or otherwise. 1t may be proper
to consider the extraordinary military expenses belonging to
the special accounts as the whole of the war-time military
expenses, and to exclude the extraordinary military expenses
transferred to the general accounts from the war-time mili-
tary expenses, regarding them as the peace-time armament
expenses.

The war-time military expenses were incurred. to keep in
operation for 19 months an army of 1,000,000 men and a navy
of 72 warships with an aggregated tonnage of 260,000, They
amounted to over 1,508,470,000 yen, of which the Army in-
curred over 1,283,310,000 y21 and the Navy over 225,150,000
yen. Their details will be explained by dividing them into
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the personnel expenses, the equipment expenses, and the
miscelaneous expenses.

The personnel expenses included the general pay, rewards
and special allowances to the soldiers and others who partic-
ipated in the war, and amounted to 314,910,000 yen, more
than 20 per cent of the whole of the war-time military ex-
penses. Of this amount, some 150,310,000 ven, 10 per cent of
the war-time military expenses, was the general pay, and some
164,600,000 yem, also 10 per cent of the war-time military
expenses, was the total of the rewards and special allowances.
Classified according to the Army and the Navy, the Army
personnel expenses totaled 290,290,000 yen, or over 19 per
cent of the whole of the war-time military expenses, of which
8.9 per cent, that is, some 134,000,000 yes, was for the general
pay, and more than 10 per cent, that is, some 156,290,000 yen,
for the rewards and special allowances. The Navy personnel
expenses amounted to 24,610,000 yen, only 1.6 per cent of the
war-time military expenses, of which 1 per cent, that is, some
16,300,000 yen, was for the general pay, and 0.5 per cent, that
is, 8,300,000 yen, was for the rewards and special allow-
ances. The details are shown in Table A at the end of this

~chapter.!

The eguipment expenses amounted to 1,185,410,000 yen,
78.6 per cent of the war-time military expenses. In order
to study these expenses accurately, it is necessary to divide
them into human fighting-power expenses, or those incurred
for the maintenance of the fighters; material fighting-power
expenses, or those incurred for arms, buildings, fortifications,
warships and the like; and communication expenses, or those
incurred for the transportation of troops, arms and munitions,
and for correspondence. All expenses which do not come
within the above three divisions are included under the head-
ing “* Other expenses.”” The details of the equipment expenses
are shown in Table B at the end of this chapter.®

It is to be noted that the Army equipment expenses totaled
over 986,180,000 yen, 65.4 per cent of the war-time military

t Post, D 49« ¥ Posf, pu 56
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expenses. Of this amount, some 390,810,000 yen, 25.9 per
cent of the war costs, was for the human fighting-power
expenses, of which food and clothing were the chief items.
The material fighting-power expenses for arms, building and
fortification, horses, forage, etc., were some 278,900,000 yen,
18.5 per cent of the war cosis; and the communication ex-
penses amounted to 264,000,000 yen, 17.5 per cent of the entire
costs. The transportation expenses, which form the main
part of the communication expenses, were incurred for the
construction and management of military railways in Man-
churia and Korea, for the chartering of ships, and for other
purposes connected with military transportation. Of the
“other expense” items, the store expenses amounted to 52,-
460,000 ye#, 3.5 per cent of the war costs.

The Navy equipment expenses totaled some 199,220,000
yexn, only 13.2 per cent of the war-time military expenses.
Of this amount, some 13,700,000 yen, 0.9 per cent of the entire
costs, went toward the human fighting-power expenses, while
some 112,630,000 yen, 7.5 per cent of the war costs, went
toward the material fighting-power expenses, which included
the manufacture and repair of arms, the construction and
repair. of ships, the repletion of units, and the purchase of
warships. The communication expenses were 21,610,000
yen, 1.4 per cent of the war costs, mostly incurred by the ship-
transportation work. The “other expense”™ items amounted
to 51,270,000 yen, 3.4 per cent of the entire costs, and com-
prised the expenses for the maintenanee of units, the greater
part being incurred for the purchase of coal and other neces-
saries for the operation of units. Most of the equipment ex-
penses for the Army and Navy, that is, 404,520,000 yen, 26.8
per cent of the military expenses, were incurred for the human
fighting power. Next, the material fighting-power expenses
were 301,530,000 yen, 26 per cent of the entire costs; the com-
munication expenses, 285,620,000 yen, 18.9 per cent of the
entire expenses: and the "‘other expenses,’” 103,730,000 yen,
only 6.9 per cent of the entire expenses. There were also the
miscellaneous expenses totaling 8,140,000 yen, of which
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6,830,000 yen were for the Army and 1,310,000 yen for the
Navy. The details follow:

MisCELLANEOUS EXPENSES

Army Navy
¥en Per Cent ¥en Per Cent
Secret service money. ... | 3,224,435 — R24.928 Caae
Entistment expenses. .. .. | 3,767,500
lost monky...... se-aes b T13,371 20,103
Hiroshima City mnitation 40,075 402.958
River Edo bridge con- 55.997
SETHEHON. v vuvunnanes 23,700 -... | Expenses for the mmpéh-
Contributions to the tion of the naval hygienic
Yasukuni Shripe. ..... 265,000 — bistory during the Rus-
so-Japanese war....... 93 .
Total.......ocnncee 683208 o.3 Total. ............. £,313.260 0.3
Grand tOtAE. . . v vy a e e ee st b bt etete e 8.145,250 0.5

To recapitulate briefly, the war costs for the Army totaled
some 85 per cent, the equipment expenses some 65 per cent,
the personnel expenses some 19.0 per cent, and the ‘‘other
expenses’’ only 0.5 per cent of the entire war expenses. But
the war costs for the Navy amounted to only 14.9 per cent"
of the entire war expenses. Indeed, they were so low that
they were below the Army personmel expenses alone. The
equipment expenses, the greater part of the Navy war costs

-totaled some 13 per cent, the personnel expenses 1.6 per cent,
and the miscellaneous expenses less than 0.1 per cent, of the
total war expenses.

That the costs for the Navy wére comparatively small
may be explained by the fact that the fighting power of a
navy consists mainly in such material equipments as warships
and armament, which can not be rapidly increased in war, and
calls for rapid increase of the personnel, which is of secondary
consideration. But the case is quite different with the Army
whose fighting power in war can be rapidly increased in its
personnel, at the same time enlarging its material fighting
power represented by the arms and munitions, which are
subordinate to the personnel. It is also to be remembered
that the expenses in connection with the personnel are gener-
ally larger than those for the arms and munitions. It is not
strange, therefore, that the war costs for the Army are far



42 EXPENDITURES OF THE RUSSO-JAPANESE WAR

higher than those for the Navy. Furthermore, of the Army
war costs the human fighting-power expenses are much larger
than those for the material fighting power; and the personnel
expenses are comparatively large in proportion to the equip-
ment expenses. Of the war costs for the Navy, however,
the material fighting-power expenses are much larger than
those for the human fighting power; and the personnel ex-
.penses are comparatively small in proportion to the equipment
expenses. Of the Army war costs, the expenses relating to
the men occupy the most prominent place, whereas the greater
part of the Navy war costs Is for material equipments such as
warships and armaments. Of the total war costs, however,
78.6 per cent is for equipment expenses, 20.9 per cent for per-
sonnel expenses, and 0.5 per cent for miscellaneous expenses.

Ture War-TIME ADMINISTRATIVE EXPENSES

' The expenditure on the management of the general affairs
caused by the Russo-Japanese War may be termed the war-
time administrative expenses. The money for the purpose
was laid out under the name of the extraordinary-affairs
expenses between the fiscal year of 1903—4 and that of 1907-8.
The amount was some 1,560,000 yezx in the first year, 31,540,-
000 yen in the second year, 109,630,000 yen in the third year,
65,220,000 yen in the fourth year, and 13,610,000 yen in the
fifth year. The details, classified according te the Depart-
ments of State, are as follows:

Departments 1903-4 1904-5 19036 Ig0b—7 1907-8 Tatal
Fen Yen Fan ¥en ¥an Yen

Foreign........ 1,220,545 | 2,042 2,502,204 | 2,094,387 360,903 8,829,672
Home.......... 11,513 $35,1 1,213,400 155.408 . 2,015,580
Finance,....... a56.066 | roa00,740 | 8,501,393 | 1n.831, I,148.16% | 528.824.850
War. .......,.. ceen . vens | 27780501 | 8545001 § 30,365.592
Navy.......... 36,900 115,902 49,048 | 31,300,809 | 3,553,541 | 35,932.390
Education...... .28y 77,381 112,483 80,150 PP 359.202
Agricaiture and g 660 aDtATE

COMDETTe ,. .. 31008 | 5718031 2.433.075 34, cens D1,
Communications. wrss | 703,147 6,735.814 | 1,525,709 3.080 | 15427849
Total...... 1,560,308 | 37,548,013 | 109,638,306 | 65,222,434 | 13.610,695 | x21,581,600

It is to be noted that the war-time administrative expendi-
ture totaled some 221,580,000 yen for all the departments, and
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that the expenses for the Finance Department were the largest,
being some 128,820,000 yen, which came next in order to
those for the War Department, some 36,260,000 yen, those
for the Navy Department, some 25,030,000 yen, those for the
Department of Communications, 15,420,000 yen, and those for
the other departments, 7,190,000 yen.

In order to understand the make-up of the expenditures
more clearly, it is necessary to leave the formal for the con-
crete classification, and to subdivide it into ordinary admin-
istration expenses, economic administration expenses, finan-
cial administration expenses, military expenses, and expenses
relative to Manchuria and Korea.

The ordinary administration expenses are the expenses
needed by the Home, Foreign, and other departments for
ordinary administration. Those for the Foreign Office,
totaling some 6,860,000 yen, were mostly spent on the secret
service and the telegraph service, as well as-for the dispatch
of police officers to Korea and the withdrawal of some Japa-
nese residents abroad. Those for the Home Office totaling,
some 2,010,000 yen, were chiefly needed for the removal of
the impediments caused by the war, some being taken by the
-local governments, or for the purpose of giving temporary
- rewards. The “Other” administration expenses, 5,440,000
yen in total, were mostly spent on the honors and gratuities
granted in connection with the war, some going for the ex-
penses of meteorological observation in Manchuria, the Prize
Court, and Cabinet miscellanies. These ordinary administra-
tion expenses total some 14,320,000 yen, Their details are
tabulated on the following page.

The economic administration expenses were those expenses
for coping with the new development of the economic situation
caused by the war, comprising some 4,940,000 yen for the
Department of Agriculture and Commerce and some 9,740,000
yen for the Department of Communications, totaling 14,690,-
000 yer, The bulk of the economic expenses for the Depart-
ment of Agriculture and Commerce were incurred for the
extension of the Government Ironworks to meet the war-
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ORDINARY ADMINISTRATIVE EXPENSES, 1go3-1907*

19634 1904=5 19056 19066~7 Total

Foreign o&:vi Fen Yem Yan ¥en ¥en
oe mey ........... 1.058.004 837.721 | 1,160,905 199,958 | 3,288.048
'i‘ .............. e 1,208.994 | LOTODIF ces 2,370,006
BMiscellaneous ex;sem ......... 139,551 504,028 270,414 285,608 | 1,200.400
Total. . vviccrevniccceirreren 1.229.545 | 2.642.543 | 2.502.254 483,573 | 6,850056
A o dinary police ex s
rdinary expenacy fir s ¥21.010 273.097 13,408 IS 410
Relief expenses for soldiers’ fmmities e 354,701 265,862 z:gaé 723,180
inary sanitary sxpenses . s 190.743 273.403 wraa 201.146
Extraordinary reward expenses.. . P 53.592 110,731 100,937 263,360
Miscelianeous expenses. . .., .... 4,608 86,123 189407 38,437 318,375
Total. o i 1,513 635.179 | 1.213.400 155.408 | 2.015.588
Oiher Expenses

Fer manufacture of decorations,
................ P 295,360 596,353 | 3.804,628 | 4.700.241

medals, e
Fo: c:tmrdmary metecrological

observatlon. .. ........ ..., 2 9,280 77,381 112,432 H0. 150 239.302
Miscellaneous. .. c...unve w 5,587 31,826 134,877 14,588 486,876
Total . ......... .. ... ..., 14,8716 408.367 843.712 | 4,179,368 | S5.345.319
Grandtotal. . ............... 255034 | 3.086.379 | 4.559.400 | 4.8a0.438 | 14321958

LY

* The expenses for the Kwantung Government General are excluded from the Foreign Office
expenses; the Home Officé expenses are the same as the expenses under the control of the Home
Office; and the “ather’’ administration expenses include the expenses for the Cabinet under the
contral of the Finance De;n.ﬂ;ment, smail items belonging to the Audit Board, the extraprdinary
meteorological observation exp of the Education Diepartment, the experses for the handling of
%he wgabonors and allowances for the Bemrtmzm of Communications, and the expenses of the

rize Court.

created demands for iron and steel and some were incurred
for the encouragement of horse gelding, for the cutting of fire-
wood for the Army, and for mining business expenses. The
expenses for the Department of Communications were those
incurred for the rapid increase in mails and telegrams, for the
construction of the rolling stock necessary for military trans-
portation, and for the quick construction of the railway line
between Fukuchiyama, Sonobe, and Maizuru. The details
are shown in the table at the top of the following page.
The military expenses, some 61,300,000 yen in all, were
under the control of the Department of War and Navy. It
appears proper to include, them in the war-time military
expenses, which were discussed in the preceding section, but
they are considered here simply because they were a part of
the extraordinary-affairs expenses. And the expenses for the
Department of War totaled some 36,260,000 yen, of which
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ECONGMIC ADMINISTRATION EXPENSES, 1G03-1907°

034 | 1904-5 19056 10067 Total

Agricullure and Comce De’arm Fex Fen ¥en Fan Yen
Ironoworks es! ™ 31905 | 1.5706.871 | 2307292 724.378 4/5430,435%
Mmﬂamm [T S - 148,173 140001 10,282 307.456

2= | 31905 | L7IB93r | 2.833.975 734,666 | 4947901

C o icaiion [iep 6

IMUBICAtion EXpensss. . ... ... .. . 2,17L,7, 17T, E77 388,540 732.15¢

for accelerated construction Al *
of raitways. ... ... e 1336028 - R 1,336.928

for manufacture of roliing

B PP . 33,0625 | roarBig 53,247 1,490,087
Miscellaneous expenses. ... ...... . 5452 2E,382 140,440 1R0.074
Total. .oovvvncranrrrrrarraenas [, 3,833,147 | 5.214.474 700,627 | 9,748,248
Grandtotal. .. ................ | 31,905 | 5,552,078 | 7.648,440 | r.43sa8y 14,696,129

* The expenses for the Department of Agriculture and Commerce are inclusive of the ecohomic
expenses under the control of the Finance Deparement; the expenses in connection with Manchuria
and Korea and the expenses for bandling of the war honors and allowances are exchided from the
ordinary expenses of the Department of Communications and put under the head of the economic

expenses of the Department. -
some 27,780,000 yen was for the equipment expenses and some
8,360,000 'yen for the personnel expenses. The expenses for
the Navy were some 25,030,000 yer mostly for the equipment
purpose, of which over 11,120,000 yen were for the repletion
of units, some 4,180,000 yen for the manufacture and repair
of arms, and some 6,080,000 yen for the construction and repair

of ships. The details are as follows:

Musrary EXPENSES, 1003-1008

$03-4] 10045 | 19056 1906—7 1907-8 Total
War Office Yen Yen Fen ¥en Yen Fen
Personnz! expenzes. .. ..... . R - 8,235.797 326,301 8,361,008
Egnipment expensas, ran P aeee R 19,350.704 8,478,800 | 27.785.404
Secret service money. caen PR 18000 SN 118,000
Total. .. .oovvnniinnnas . - e 37,720,593 8.544.001 | 36,205,502
Navy Deportment
Uinits completion expenses. S e aan 2.745.07% 1,381,220 | IX, 127,106
Ezpenses for manufecture
and repair of arms. . ... vaas v waan 3.481,853 703,051 § 4,185,804
for construction -
and :?ai.r of ships. .. sl . ana 5.000.307 1,072,515 1 6,081,912
or M
_ units,......, ciaeeres . UV I 1,590,852 395,854 | 2,086,506
Miscellaneons expenses. ... 20,000! 115,002 | 49.048 3.372.74% PN 1,557,782
Totab, .....viicniiinann #0996 | 115,002 | 49.048 | 21,300,800 | 3.553,547 | 25039396
Gmandtotal. .. ......... {20900 | 115,002 | 40,048 | 40.021.400 | 2,007,542 | O1,304.082
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The expenses in connection with Marnchuria and Korea, 11,-
380,000 yen in total, were those political expenses incurred
for the accelerated construction of means of communication
during the war-time and also for the enforcement of the rights
secured by Japan through the war. The expenses for the
accelerated construction of means of communication, 5,480,-
oco yen in all, included the subsidy for the construction of
the Seoul-Fusan Railway, loans to the Seoul-Fusan Railway
Co., and the expenses for the management of the commuhica-
tion work in Korea. The political expenses, 5,900,000 yen
in total, were the expenses for the Kwantung Government-
General and Korean Government-General Offices, and the
subsidies to the Korean Government. The details are as
follows:

Exrenses IN Mancaumia AND KOREA, 19041908

19043 tp0s-5 1908~7 po7-§ Total
Political expensess Yin Yen ¥en ¥eu Yan
Expenses forthe Kmmxmng Gov-
ernment-General Office. . ... P . 1,008,713 360003 | ro6eb16 |
.&dﬂnm to the Korean Govern-
..................... PN 1,500,000 ceen 1,500,000
Ex;)cmes for the Korean Resident-
Office. . ....vvisen R 273,205 | 2,027.781 133.441 2.433.437
Total..... ... icieiiirenen s 1,773,205 | 3.636.494 493.334 | 5593043
Exp e for the devated comstruc-
fson of of d
Subsidies for the construction of
the Seocnl-Fumn Railway 1,759,000 458,000 - . 2,300,000
Loans to the Seoul-Fusan Raﬂny
U0 e inincenenannnccannns £.380,000 - 1,580,000
for maragement of com-
munication work in Korea.. . ceea 1.071,340 630625 3.080 ] 1,705.054
Total ..o 3.330,000 | 1,521,340 | 630,625 3080 | S5.485.054
Grand total. .. .......0vvvnen 3.330,000 | 3,304.345 | 4,207,119 496,437 | 11,388,097

h Bt e S Sp o K e ol i
Department, and the expenses relating to communicatisns, under the control of the Department of
Communications.

The financial administration expenses totaled some119,870,-
000 yen, more than half of the entire war-time administration
expenses. They were incurred for the issue of the war-time
bonds, the payment of interest, the collection of war-taxes,

the creation of Government monopolies of tobacco and salt,
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the utilization of national wealth, and for other purposes.
The interest on the national loans totaled some 78,630,000
yen; the expenses for the tobacco monopoly, some 15,280,000
yen; the expenses for the salt monopoly, some 9,810,000 yen;
the expenses in connection with the issue of the bonds and
the national bonds in general, 13,050,000 yen; and the taxa-
tion expenses, some 1,120,000 yen. The expenses for the
utilization of national wealth, some 1,360,000 yen in total,
were those expenses required in connection with the handling
of loan subscriptions, the issue and conversion of military
convertible notes at the front, and the mintage and transpor-
tation of silver coins for circulation in Manchuria. The sub-
joined table shows the details:

FINANCIAL ADMINISTRATIVE EXPENSES, 1903-19084

Ha3—4 1004~5 19056 19067 9078 Total
Notional debls intevest ¥ien ¥Fen ¥exn ¥en Yen ¥ex
Public loan interest, P 7,004,329 | 56,136,777 PR cene 73,141,108
Temporary loan in-
terest......... N 3755701 | 1,738.648 e saee 5494349
Total, . . _....... ceee 0,750,030 | §7,875.425. P il 78,633,455
Expenses in conmeciion
with the issme of
nationof foems, ... | 204,883 | 2,481,356 | 7,004,962 | 3.358,842 cera 13,056.945
Monopoly expenses
‘Tobacce monopoly -
EXPEESLS. ... a s P 4,434,331 | 0,791,611 630,275 433,158 | 15,380,161
Salt monupoly ex-
PEEBES. . .....» . 52,345 | 7.827.600 | 1.235.160 s98.507 a.811,771
Total...,........ . 4,596,666 | 16z0.280 | 1.865.43% | 1.000.785 | 25.093.132
Taxation expenses.. .. R 337,578 TO0,354 . faen 1,227,937
Expenses for wiilizalion
of nationcl wesith, . | 45.496 s00,038 4715.736 | 33751 .. 1,368,712
Miscellancous expenses P 183,037 206,784 167,433 39064 593,221
Grand total...... 251,379 | 18,850.541 | 94,084,561 § 3470243 | Lo135.730 | I19.870.441

s This table is compiled {rom the expenses relpting to financial matters under the controf of the
Department of Finance, Fractlons of yen are included in the grand total bat are excluded from
the totals of other jtema; bence the difference in sttma.

To sum up the foregoing statements under the various
heads of the war-time administration expenses, the ordinary
administration expenses totaled some 14,320,000 yen, or 6.5
per cent of the grand total; the expenses relating to Manchuria
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and Korea, some 11,380,000 yen, or 5.1 per cent; the economic
administration expenses; 14,600,000 yex, or 6.5 per cent; the
military expenses, some 61,300,000 yen, or 27.7 per cent;
the financial administration expenses, 119,870,000 yen, or
54.1 per cent; and the entire war-time administration expenses.
amounted to 221,581,606 yen. These figures may be
tabulated as follows: '

¥en Per cent
Ordinary administration expenses... 14,321,955 6.5 ‘
Political expenses relating to Man- 9.1
churia and- Korea....._........ 5003,043 2.6
Communication expenses relating to B2
Manchuria and Korea.......... 5,485,054 2.3
Economic administration expenses.. 14,096,129 6, 9.1 5.9
Military administration expenses, ., 61,304,982 27.7 27.7 27.7

Financial administration expenses.. . 119,870,433 54.1 54.1 54.I 34.1

Total............coveiienanan 221,581,606 100.0 100.0 100.0 I0C.O

It is to be noted that in a broad semse the ordinary
administration expenses and the economic administration
expenses, the former including the political expenses relat-
ing to Manchuria and Korea and the latter including the
communication expenses relating to Manchuria and Korea,
are almost the same amounts, each 9.1 per cent of the entire
war-time administration expenses exclusive of the financial
and military items. Added, they amount to 18.2 per cent.
Of the entire expenditure, of which the military expenses are
27.7 per cent, the remaining 54.1 per cent, that is, more than
half of the war-time administration expenses, was for the
financial administration, especially for raising the war-time
national loans, for collecting the war-time taxes, and for creat-
ing government monopolies of tobacco and salt.



TaBLE A~PERSONNEL EXPENSES*

Army Navy Total
Yen Per cent Yen Per cent Yen Per cent
Generalpay........... 134,004,327 8.9 |Generalpay........ +. | 16,306,007 1.1 | 150,310,334 | 10,0
Salaries. ..o iviian. 7,786,330 5.2 Salaries............ | 15342200 1.0 93,128,520 6.2
W Wages and miscellan- .
7 TN 56,202,142 018 eXPenses. . . 472,62
Miscellaneousexpenses 15,863 } 3.7 Allowances. . ....... 491,172 } 0.1 57181,803 3.8
Rewards and special | Rewards and special
allowances...... 156,202,465 | 10.3 -allowances. ..... 8,307,636 0.5 | 164,600,101 10.8
Total...... e 290,206,792 | 19.2 24,613,043 1.6 | 314,910,435 | 20.8

AVM THI 30 IS00

»‘The above tahle and the statistics on page 39 are complled from the Government Reporis on the Extraordinary Military Expsnses and the vouchers and
other documents of the Audit Beard, but clagsified in 8 maoner somewhat. dlferent from the officlal classification,

&b



TasrLe B~EquirMeNT EXPENSES

Army Navy Total
Human fighting-power Yen Per cent | Human fighting-power Yen Per cent Yen Per cent
expenses. . ., .. .. 300,812,008 | 25.9 exXpenses , .. ..... 13,708,461 0.9 404,520,550 | 26.8
Feeding and forage® | 261,795,339 | 17.3 Feeding. . ......... 7,90%,450 0.5
Clothing.......... 174.919,501 | 11.6 Clothing. ......... 5,469,789 0.4
Hogpital, . ..., ey 8,737,168 0.6 Hospital........... 333,222 o
Material fighting- Matenal fighting-power
power expenses.. | 278,000,648 | 18.5 expenses.....,. 112,632,347 7.5 391,532,995 | 26.0
TIMB, 1 amsvannns 154,310,773 | 0.2 Arms manufacturing
Building and fortifi- and repairing.. . 22,418,882 1.5
cation. ....... 46,504,062 3-1 Ship building and re-
Horses. .......... 23,445,813 1.6 pairing. .. ..... 26,079,874 1.7
Repletion of units.. . 46,698,890 3.1
Purchase of warships 15:084,593 1.1
Naval and strategic
. ports. . ....... 1,450,108 0.1
Communication  ex- Communication  ex-
penses. ., ...... 264,007 800 | 17.% penses. ......... 21,616,041 1.4 285,613,841 18.9
Transportation. . .. | 249,163,400 | 16.5 Shipping. ......... 20,329,626 1.3
Traveling, ........ 13,269,109 0.9 Traveling. ........ 1,213,072 } o.1
Pogtal and telegraph 1,575,201 6.1 Hydrographical.. . .. 73,343 :
Other expenses. . . .. . 52,467,731 3.5 | Other expenses....... 51,270,722 3. g 103,738,453 6.9
Store, ....ooun.... 40,475,186 2.7 Maintenance of units 39,540,645 2.
Manenvera, ....... 1,799,759 Repairs. . ......... 5,I08,2006 .
War medals. ,,.... 606,683 0.8 Foundations. . ..... 1,048,002
Miscellaneous, . . . . 9,586,103 Arsenals and dock- 0.8
yards. . ....... 693,288 .
War medals. . ..... 40,408
Miscellaneous. .. ... 4,840,173
Total............ 986,188,283 | 65.4 199,227,571 | 13.2 1,185.415,054 [ 78.6

# Separate figures for feeding and forage expennes Are not avallable,

avM ASENVAVI-08$N¥ FHE 40 STAALNINTIXNH



CHAPTER III
RESQURCES FOR DEFRAYING WAR EXPENSES

War Loans

Though various resources were utilized for the purpose of
raising the necessary funds to carry on the war with Russia, it
was the loans that supplied practically the whole of these
needs. The government, coincidentally with compiling the
estimates of the war expenditures, six times promulgated laws
and ordinances concerning the defrayal of the expenses, and
laid plans for issuing war loans on an extensive scale during
the period from December, 1903, to February, 1906. Accord-
ing to these programs, (I} the amount of issues as determined
by concrete figures reached the total of 1,688,000 yen; and,
besides, it was arranged that (2) the balance between the total
amount of issue prices and the total amount of face values of
the bonds previously issued could be covered by fresh loans
from time to time, when such a necessity arose; and that (3)
over and above the delimited figures, loans could be raised

~when it was needed to consolidate or redeem temporary loans,
funds of the special accounts and national bonds, borrowed or
issued to meet the war expenses. The loans coming under
the last category were intended for the consolidation of war
bonds and others, having no connection with those loans
which formed resources of the war expenditures, while it was
the loans of definite amounts under the first and second cate-
gories that supplied the war needs. As we shall have later
occasion to deal with the loan issues falling under the second
category, we omit them here and tabulate on page 52 only the
amounts of loans belonging to the first category.

After the opening of the war, various loans were issued one
after another, within the limits authorized, in order to meet
the estimated requirements of the war expenditures. The
amount to be raised by domestic loans was 790,720,000 yen,
while 800,560,000 yex was to be obtained from foreign loans,

51
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LoaN IssUEs®

Authorization Amounts
¥en
Imperial Ordinance No. 201, December, 1903.. . ....... 100,000,000
Statute No. I, April, 1904. .« oo v ov i innnicniniiennnn 280,000,000
Imperial Ordinance No. 228, November, 1904....... ... 120,000,000
Statute No. 12, January, 1805, . ... ... i iiiian .., 455,000,000
Imperial Ordinance No. 194, November, 1905.......... 300,000,000
Statute No. I, Febroary, 1906, .. . ... ... .. ......... 433,000,000
Total. . . il . 1,688,000,000

e e 1 P B T i S BB o
epecifed amount.

the two items aggregating 1,591,280,000 yen. It was, however,
no light task for Japan at that time, with her limited financial
power and her low international position, to raise such a large
amount of money by loans. But the success or failure of
these loans would immediately affect the working of the
budget of war expenditures, constituting one of the important
factors in deciding the fate of the Russo-Japanese War, The
people therefore, out of patriotic fervor, gave an enthusiastic
response to the call of the state, and the government took
every step to enhance the value of domestic bonds and to
insure the success of bond issues at home, upholding thereby
Japan's financial credit abroad and facilitating the flota-
tion of foreign loans. The government, in consultation with
representatives of the money market, determined the valua-
tion of the bonds (minimum issue price). For the purpose of
maintaining this level so far as concerned the payments to or
transactions by the government, it engaged that it would
accept the bonds issued for the defraval of war expenses in
lieu of cash in payment of deposit moneys to be placed with
the government by officials in charge of accounts, of securities
by commission merchants or’contractors of government works,
or of other kinds of deposits or securities, taking the bonds at
the minimum issue price in case of the bonds paid in full, or
at the value already paid in case of the bonds in instalments,
even when the market prices of these bonds were below the
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minimum issue price. Although the settlement of debits was
to be made at their market price in accordance with provisions
of the Commercial Law, a special exception was made in
favor of the war bonds, making them acceptable in payment
for these debits at the minimum issue prices, irrespective of
the current market rates. Besides giving by such direct
means a higher valuation to the war bonds, it was also provided
that the interest on the loans should be exempt from hability
to assessment for the income tax, thus increasing the profit
of the bonds and providing against their depreciation in mar-
ket rates.* These measures conferred direct benefits on the
holding of the war bonds. The government also tried other
measures to increase the circulating power not only of war
bonds but of public bonds in general by extending the uses to
which these bonds could be put. Of course, this was done to
mdirectly increase the profit from the bonds, and thereby raise
the value of the bonds in general and facilitate the issue of
war loans. So when the unregistered national-loan bonds the
redemption of whose capital had already commenced, and the
coupons attached to the unregistered national-loan bonds
whose interest was already due, were tendered in payment for
__taxes and other revenues to the Treasury, it accepted them in
lieu of cash at the face value in respect of the bonds and also
at the face value, as a general rule, in respect of coupons,
treating the presentation of such bonds or coupons as demands
for the payment of capital or interest? These measures
covered the government bonds in general, but no doubt con-
ferred special benefits on the exchequer bonds issued for war
loans. While thus taking steps, on the one hand, to advance,
directly or mdirectly, the incomes derived from the holding
of national bonds, and thereby to maintain the prices of these
! Fimancial Department Order No. 48, October, 1904, Naval Department Notice
Neo. 26, November, 1905, and Imperial Ordinance No. 20, January, 1903, provided
for special treatment to be accorded war bonds deposited as securities in Iien of
cash. Sweatate No. 20, February, 1905, provided for an exception in the settiement
of debits in accordance with the Commercal Law. Statute No. 19, February,
1903, provided for the exemption of the interest on war boads from the income tax.
1 Payment with national-loan boads and conpons te the Treasury in lien of cash

was provided for by Imperial Ordinance No. 34 and by Financial Department
Ordinance No. 7, both issued in February, 1905
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bonds, the government endeavored, on the other hand, to
insure the success of the loans by appealing to the sentiment
of the people to subscribe to them.

DowmEestic Loans

The domestic loans issued as war bonds consisted of two
kinds, namely, short-term exchequer bonds and long-time
emergency loans. The exchequer bonds were issued for this
purpose five times during the continuance of the war, that is,
from March, 1904, to May, 1905, and totaled 480,000,000 yen
in estimates, while the emergency loans, which were issued in
March and June, 1906, and afterward, to meet the extraordi-
nary needs after the war, aggregated 310,720,000 yen.

It was therefore the exchequer bonds that were issued to
supply the imperative necessities for prosecuting the war.
The reason the short-term exchequer bonds were adopted
for war loans was because the interest rates were necessarily
high in Japan on account of the small accumulation of capi-
tal, which was, in turn, due to the backward condition of the
country in comparison with Europe and America, and because
the flotation of loans at a time when the interest rates at home
were taking an upward tendency on account of the war in-
volved necessary disadvantages to the Treasury. The Treas-
ury, under these circumstances, intended to convert its bonds
into low-interest loans, especially foreign loans, to be floated at
a proper time after the war. It was no easy task, however, for
Japan at that time to raise such a large amount of funds, and
yet it was considered that the results of the issues of exchequer
bonds would affect the loan flotation abroad, reflecting, as
they must, Japan's financial credit and the extent of her eco-
nomic power. The government, therefore, paid strict atten-
tion to the issue of these bonds, and directed the local gover-
nors and financiers throughout the country to support the loan
issues to the best of their powers, fixing at the same time the
conditions of issue so as to bring the loans within reach of all
classes of people.

The exchequer bonds issued consisted, as a rule, of unreg-



RESOURCES FOR DEFRAYING WAR EXPENSES 55

istered bonds with coupons, and were directly issued by the
government on its own responsibility, the Bank of Japan
being ordered to attend to the issuing business. As regards
the conditions, the amount of each issue was 100,000,000 yen,
excepting the third issue, which was 80,000,000 yen. The
bonds were to be redeemed within seven years, except for the
first issue, the term of redemption of which was fixed at five
years. The minimum issue price per 100 yen nominal capital
was 95 yen for the first issue, g2 yen for the second and third
issues, while the price fell to 9o yen for the fourth and fifth
issues. The interest rate was 5 per cent per annum for the
first three issues, but it was raised to 6 per cent per annum for
the fourth and fifth issues. The conditions of issue in this
way gradually became disadvantageous to the government
with the increase of its liabilities and the decrease of the power
of the people to purchase the bonds. The following table
shows the conditions for the five issues of the exchequer bonds:

IssuEs oF SEORT-TERM EXCEEQUER BoNbs, MARcH, 1504, To May, 1905

w o 5 Coemmission
2 - el 8| £ e to bankers
k] [ ge g g 2=
ewe | s | 2y |2ejgleE|g 8|
@ - 2 =51 E g S &= Oﬂ, Sﬁib' On
- g~ |ET &1l & 21 g |scription | amounts
a < = | Sie o j< | .5 | deposits | paidin
Trs mil- FPer
1904 § liow yen | Yen|cent |Years| Yen Per cent | Per cent
First.....] Mar. 100 ig5]( S| 3 2 8] 20r3 j030r0.4
Second.. .i June 00 {92 53| 7 2 g 3 0.4
Third.. . .} Oct. 8o | 92 5 7 2 8 3 1.3
1905
Fourth.. .} Mar. w0 g0l &} 7 4t..1 6 1.5 0.7
Fiith....i May 100 |[go| 6| 7 4] .. 6 1.5 0.7

= Acceptance subject to the following conditions: {1} AW applications above minimum issue
?rice {2} Accepted appkﬂuons at minimum Isste price in proportion to the amount applied for.

) Agpplications of emal accepted without reduction, except the Gfth issue, in which such
applications were ampted with reduction.

To bring these national-loan bonds within reach of all
classes, denominations were made as varied as possible. The
bonds were issued each time in seven denominations, namely,
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25, 50, 100, 500, 1,000, 5,000, and 10,000 yen. Again, the
number of instalments was multiplied in order to make pay-
ment easy for subscribers in general. The first issue was thus
made to be paid in 8 instalments in 9 months, the second
issue in 9 instalments in 10 months, and the third issue in 8
instalments in 8 months, while in the fourth and fifth issues
the number of instalments was lessened and the subscriptions
were called up in 6 instalments in 6 months, as it was pretty
certain in these cases that the greater part of the loans would
be taken up by banks and other corporations. Each time
payment of instalments in advance was allowed, and be-
ginning with the third issue the payment in advance was
encouraged by raising the interest rate for the prepaid amounts,
while a higher interest rate was charged for the payments
overdue, thus discouraging arrears. The method of accept-
ance, in cases where the loans were oversubscribed, was so
arranged as to take in the subscriptions of the people in gen-
eral. First, all applications above the minimum ‘issue price
were accepted, and then the applications at the minimum
issue price were added up to the required sum, distributing
the balance in proportion to the amounts of those applications.
But in the first issue an exception was made in favor of small
applications below 200 yen, which were accepted without any
reduction. In the second, third, and fourth issues, however,
the interest of Jarge subscribers was considered, and no
exceptions favorable to small subscribers were made except
that subscriptions which fe'l below the minimum denomina-
tion of 25 yexn, in consequence of the proportional distribu-
tion, were also taken in at 25 yen. But the fifth issue did not
allow even this concession, refusing acceptance in all such
cases. The deposit accompanying the applications for the
first, second, and third issues was fixed at 2 yen per 100 yen
applied for, but each time there was a very large number of
subscribers, and not a few who failed to pay instalments by
their proper dates, so in the last two issues the deposit was
increased to 4 yen, with a view to remedying this defect. The
commission allowed to bankers, for the issue of exchequer
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bonds, represented the actual expense required for the disposal
of business relating to the issue, and did not include the com-
pensation for the risk involved in undertaking the flotation of
loans, as in the case of foreign loans issued during the war.
This commission, therefore, could hardly be counted among
the conditions of issue in the ordinary acceptation of the term.
However this might be, the first rate of commission for the first
issue was 0.3 per cent on the instalment allotments (exclud-
ing that part of the allotments which was paid in the shape of
deposits) and 2 per cent on the deposits. But in consideration
of the fact that there was a large number of applicants, entail-
ing time and trouble on the part of the bankers, the former was
subsequently increased to 0.4 per cent and the latter to 3 per
cent. These increased rates applied as well to the second
issue. In the third issue, which required particular efforts on
the part of the financiers, the commission on instalment
allotments was raised to 1.3 per cent, while that on deposits
remained unaltered. In the fourth and fifth issues the former
was lowered to 0.7 per cent, while the latter was also reduced
by half, that is, to 1.5 per cent, because of the fact that the
deposits in these issues were double the amount for the earlier
issues. '

The results of these issues of the exchequer bonds were that
the first issue was widely taken up among the people, but that
this feature changed with the repetition of issue, until the
subscribers came to be limited practically to very wealthy
men in the fourth and fifth issues. However, every issue was
a success and oversubscribed several times. As the result
of a vigorous campaign, the first issue secured the largest
number of applicants, and was oversubscribed four and a half
times, of which 33 per cent was represented by applications
above the minimum issue price. The number of applicants
markedly decreased in the second and third issues, yet the
amount of subscriptions exceeded the issue amount by more
than three times. The applications above the minimum
issue price represented 6 per cent and 2 per cent, respectively,
of the amount subscribed for on these two occasions. The
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last two issuzes met with an enthusiastic reception because of
the profitable conditions. They were oversubscribed five
times, though the number of subscribers was nearly the same
as in the second and third issues. In the fourth and fifth
issues the applications over the minimum issue price repre-
sented between over 77 per cent and over 29 per cent of the
subscribed amounts. The details follow:

NuUMBER AND AMOUNT OF SUBSCRIPTIONS AT AND ABOVE MINmMuM [ssuE Price
FOR SHORT-TERM EXCHEQUER BoNBS

Above minimum isme At minirmem isue Total
price price
Iseue
Amoant Subacribers Ameount Sabacribers Amount Sabacribers
Fen " ¥ew ¥ex

First. ... 33.430.5675 234,595 418600800 | 1,111,383 452,136.475 | 1345058
ond...] 6,252.573 15527 315.933.275 364,370 311,190,956 379803
Third. ...} 1872835 10,203 143.93%.575 467.575 245,829,200 £77.778
Foarzh...| 770823900 34.851 408.832.350 94,478 |  485.876,350 §39.329
Fifth.. ... 30437375 45,041 458,823,050 13,544 408,263,225 655,085
Total{ 148,041,150 | 336,217 1.856,336.950 | 3,052,736 | 2,004,785,100 | 3.387.953

Of these subscribed amounts, the applications above the
minimum issue price were all accepted, while those at the
minimum issue price were accepted to the limit of making
up the issue amount. But since the subscriptions were
raised from the general public, there were a large number of
- deposits and instalments forfeited because of the failure in
the payment by proper dates. This defect, however, gradu-
ally lessened as the subscribers came to be limited to wealthy
men. The forfeitures reached the total of 6,930,006 yen, so
that the exchequer bonds actually issued amounted to 473,060,-
000 yenn. The details are tabulated at the top of the next page.

Of over 473,060,000 yen, the total amount of the exchequer
bonds actually issued, the income to the Treasury was over
435,190,000 yen, comprising over 434,130,000 yen for pay-
ments at the minimum issue price, over 750,000 yen for pre-
mium, and over 300,000 yen for forfeitures of deposits and
instalments previously paid. The amount of income each
time was as shown on the opposite page.
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AMOUNT OF SEORT-TERM EXCERQUER: BonDs ACTUALLY ISSUED AT AND
ABGVE IssUE PriCE

Applications
Issue Amount For- ?a&].z};ci;
accepted | Above issue | At issue feitures issued
price price

. Yen Yen Yen Yen Yen
First....... 100,000,000 | 33,439,675 | 66,560,325 | 3,022,756 | ¢6.977.250
Second. . ... 106,000,000 6,267,675 | 93,732,325 | 1,123,350 | 98,876,650
Third. ..... 80,000,000 1,872,625 | 78,127.375 | 2,510,300 | 77.480,700
Fourth..... 100,000,000 | 77,023,900 | 22,976,100 63,8501 99,790,575
Fifth....... 100,000,000 | 29,437,275 | 70,562,725 63,850 | 99,936,150
Total . .| 480,000,000 | 148,041,150 | 331,958,850 | 6,938,675 | 473,061,325

NsT RECEIPTS FROM THE SEORT-TERM EXCREQUER Bomnps AT MinmsuM Issus

Prce
Receipts
Issue Payments at Far- Net receipts
minimum issue | Premiums Total feitures
price
¥en Yen ¥en Yen Yen

First....... 92,128,388 247,736 | 92,376,124 168,481 | 92,544,505
Second. ..... 90,965,518 15,278 | 90,081,796 47.592 | 91,029,388
Thud...... 71,282,244 6,431 | 71,288,675 68, 71,357,181
-F 9nrth ..... 89,811,518 443.444 | 990,254,962 16,126 | 90,271,688
Fifth 89.942.535 41,546 | 85,984,081 4991 | Bg.98g,072
Total 434,131,202 | 754,436 | 434.885.638 | 305.696 | 435,191,334

NET AMOUNT oF FORFEITURES ON SHORT-TERM EXCHEQUER BONDS AT AND
ABOVE IssuE PricE

Forfeitures

Issue Bonds at or Amount Net

above issue | Premiums Total paid forfeitures
price

. Yen ¥en ¥en Yen Yen
First....... 2,871,613 6,653 2,878,565 168,481 2,710,084
Second..... 1,033,482 774 1,034,256 47,502 986,664
Thisd. .,... 2,317,756 268 2,318,054 68,506 2,245,548
Fourth. .... 188,483 136 188,619 16,126 172,403
Fifth.. ..... 57,465 66 57,531 4,991 52,540
Total .. 6,468,798 8,227 6.477,025 305,606 6,171,329
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It will be seen from the foregoing table that the nominal
amount of revenue to the Treasury from forfeitures reached
6,470,000 yen, of which only 305,606 yen was actually received
by the Treasury in the form of deposits and instalments
{orfeited.

The commission allowed to bankers was directly defrayed
from the Treasury and not out of the proceeds of the bond
issues, as was the case with the foreign loans floated to supply
the expenses of the war. However, the rates of commission
are subjoined for reference.

RATE aAND AMOUNT OF COMMISSIONS ON SHORT-TERM EXCEEQUER Bowxps

Commissions on Commissions on
instalment allotments deposits Total
Issue amount of
Rate Amount Rate Amount com ons
Percent Yen Per cent Ven Yen
First............ 0.307r0.4| 362,449 zor3 180,852 543.301
Second.......... 0.4 347414 2 193,320 540,734
Thied. .......... 1.3 900,958 2 147,498 | 1,048,436
Fourth.......... .7 601,394 1.5 291,526 892,920
Fifth. .......... 0.7 601,063 1.5 298,057 ¢00,020
Total. .. .... vea. | 2,813,270 R 1,182,152 | 3.925.43¢

During the continuance of the war, exchequer bonds
amounting to large figures were issued as detailed above.
However, emergency bonds of considerable amounts had to
be floated immediately after the conclusion of peace. To
supply the deficits in the expenses during the war, and to meet
the expenses for withdrawal of troops after the war and for
the grant of rewards for military services, an emergency loan
amounting to 200,000,000 yen was floated in March, 1906,
and other loans of the same kind were issued during and after
June, 1906, according to needs. The conditions of these loans
were absolutely the same, except that, while the first loan was
offered to public subscription, the later ones were issued as
substitutes for grants rewarding services rendered in connec-
tion with the war.
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The emergency loan of March, 1906, was issued directly
by the government, and the business of the loan was disposed
of by the Bank of Japan, as in the case of the exchequer bonds,
As the money market was gradually reviving at the time, the
government could secure better conditions for the loan than
for the exchequer bonds. '

The minimum issue price of the March loan was fixed at
95 yen per 100 yen nominal capital, the interest rate 5 per cent
per annum, and the term of redemption 25 years after a term
of maturity of 5 years from the date of issue. The bonds were
in denominations of 50, 100, 500, 1,000, 5,000, and 10,000 yen.
The deposit accompanying the application was made 3 yen
per 100 yen subscribed for, to secure greater certainty as to
the payment of instalments than in the case of exchequer
bonds. The method of acceptance adopted was the same as
in the case of the fifth issue of the exchequer bonds. The six
instalments had to be paid in six months. Payments in
advance of date were encouraged, allowing a discount for
the nstalments paid in full at the time of the second payment,
while for the purpose of minimizing arrears a higher interest
rate was charged for the instalment paid after the proper date.

-As the fourth and fifth issues of the exchequer bonds, bearing
a high interest, were being converted at this time into new 4
per cent sterling bonds, it was allowed that these exchequer
bonds be tendered in lieu of cash in payment for instalments on
theemergencyloan. . Insuch casesthe face value of the excheq-
uer bond plus its interest to the month of redemption was
taken as its valuation. When the separate amounts of emer-
gency bonds applied for exceeded the total sum required, and
when the amount in excess was reduced from the applied sums
in proportion to their respective sizes, subscriptions to be
paid in exchequer bonds were accorded a preferential right
and exempted from being reduced. This encouraged the
payment in exchequer bonds in lieu of cash.

Though this was a loan of a far greater amount than any
previously floated at one time, it yielded results which were
highly satisfactory. The subscribers numbered 800,000,
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ForrFEITURES IN Magcd, 1906, Issur oF EMBRGENCY LoaN BoNDs

Face value | Issue price | Premium Total Pa;':;:ts Iﬁ)ﬂéﬂ;;;;
¥Yen ¥en Yen Yen Yen Yer
328,500, 312,455 25 312,480 I7,:213 295,267

CoumrssioNs Parp BaANRERS FOR FLOATING THE MARCH, 1906, IssuE orF
EuxErceNncy Loax Bonps

On instalment allotments On deposits
Total
Rate Amount Rate Amount
Per cent Yen Prr cent ¥en ¥Yen
1.2 2,156,458 . o006 223,503 2,380,361

was not commandeered was bought up by the government
on application. The government gave exchequer bonds in
payment for the first item, and did the same thing in payment
for the second and third items on application of the recipients.
These exchequer bonds were unregistered bonds with coupons,
and were issued in denominations of 50, 100, 500, 1,000, and
5,000 yen. The bonds bore an interest rate of 5 per cent per
annum, were to be redeemed within seven years from the date
of issue, and were delivered to the tobacce manufacturers at
their face value. These bonds were issued during the fiscal
years 1904—5 and 1905-6, and totaled over 12,310,000 yen.
The particulars are as follows: )

DistriBution oF Topacco MoworoLy EXCEEQUER Bowps ¥ Taging OvER
THE To0BACCO FACTORIES

Compensa- | Payments for
Issue G:antﬁs for| tionsfor | purchase éﬁ g:?ﬁ:.i‘? Total
pronts property 1mporte:
surrendeyed tobacco purchases
Yen Yen Yen Yen Yen
1904-5. .. ... 2,886,800 542,650 3,142,700 108,650 | 6,680,800
I905-6. ..... 5,629,700 e PN R 5562¢,700
Total . . .| 8,516,500 542,650 3,142,700 108,650 |12,310,500
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To recapitulate: The actual amount of domestic loans
issued for supplying the war expenses aggregated more than
783,450,000 yen, comprising over 473,030,000 yen of excheq-
uer bonds and over 310,390,000 yen of emergency loans,
while the total income to the Treasury from these sources
exceeded 729,130,000 yen, including over 434,880,000 yen
from the exchequer bonds and over 294,250,000 yen from the
emergency loans.

ForeIGN LoaNs

The most important part of the war expenditures was sup-
plied by the proceeds from foreign loans, which formed more
than half of all the war loans. The foreign loans consisted of
two kinds, namely, the first and second 6 per cent sterling
bonds, which were short-term loans and issued in May and
November, 1904, and the first and second 434 per cent ster-
ling bonds, which were long-term loans and issued in March
and July, 1905. These loans were placed on the markets in
Great Britain and America or Great Britain, America, and
Germany. They were floated by the indirect method of
issue, each of the loans being taken up by a syndicate of
banks. Between the two short-term loans and the two long-

“term loans there was a great difference in the conditions and
results of issue, because the former were floated in the first
half of the war, when the final issue of the conflict was yet
unknown, while the latter were issued in the second half of
the war, when the prospective victory of Japan became almost
certain, This was, however, ten years after the Sino-Japa-
nese War, and the development of Japan's economic resources
during these years was not unknown to the world. Her
international position was still low; consequently the offering
of securities was a necessary condition for the loan issue, not
only in the first but in the second half of the war. The
conditions of issue for the four loans are set {orth in Table A
at the end of this chapter

The first two sterling loans, £10,000,000 and £12,000,000,
respectively, were floated in London and New York in equal

6 1 Post, p. 94.
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amounts. The bonds were unregistered, provided with cou-
pons, and issued in denominations of £100 and £200. The
issue price of the first of these loans was £93, 105. per £100
nominal capital, the net receipt of the government £90, the
commission allowed to the underwriting banks £3, 10s., while
the interest rate was 6 per cent per annum. The issue price
of the other loan fell to £90, 10s., and the net receipt of the
government also decreased, falling to £86, 155., while the com-
mission was raised to £3, 155. The rate of interest, however,
remained stationary at 6 per cent. The two loans were to be
redeemed within seven years, and were redeemable at six
months’ notice at any time after three years from the date of
issue. Both capital and interest were a charge upon the cus-
tomns revenue of the government of Japan. The last coupons
and prize tickets for redemption were receivable for customs
dues at the rate of 1 yen per two shillings and half a penny.

The £30,000,000 sterling bonds, the first of the second
two sterling loans bearing 4.5 per cent interest, were issued
in London and New York in equal amounts. These were
unregistered bonds with coupons, and had three denominations
of £100, £200, and £500. The last of the second two sterling
loans bearing 4.5 per cent interest also amounted to £30,000,-
000, and was raised in London, New York and Germany.
These bonds were unregistered and provided with coupons, as
in the previous case, but were issued in small denominations
of £20, £100 and £200, so as to bring them within reach of the
general public. The conditions of issue for these two loans
were practically the same: the issue price was £90 per £100
nominal capital; the net receipt by the government, £86, 15s.,
the commission £3, 5s., the interest rate 4.5 per cent, the term
of redemption 20 years, redeemable, however, at six months’
notice at any time after an elapse of 5 years from the date of
issue. Both loans were a charge upon the profits of the
tobacco monopoly of the Japanese Government.

The four foreign loans issued one after another during the
war were accorded an unexpected reception in England,
America and other countries, and each time secured a remark-



RESOURCES FOR DEFERAYING WAR EXPENSES 67

able success. The first 6 per cent bonds, which were placed
on the market in London on May 11 and closed on the same
day, were oversubscribed thirty-three times, the amount
applied for exceeding £151,970,000 and the number of appli-
cants 30,000. The list of applications was opened in New
York on May 12 and closed on the next day, being oversub-
scribed five times. The second 6 per cent loan was placed
on the London market on November 14, and the list of sub-
scriptions was closed on the following day. The applicants
numbered 29,000, and the amount applied for reached more
than £80,530,000, being over thirteen times the amount
floated in London. The same loan raised on the New York
market from November 14 to November 18 was also greatly
oversubscribed. The first 4.5 per cent loan was three times
the amount of each of the 6 per cent loans; but since the Euro-
peans and Americans had come to recognize the real strength
of Japan by her victory in the war, not only the subscriptions
in England and America but applications from continental
countries of Europe reached large figures. In London the
list of subscriptions was opened on March 29 and closed on
the same day. The applications in the United Kingdom
_amounted to £151,000,000, and those from the continental
countries reached £11,940,000, totaling £162,940,000, or
eleven times the amount required. In New York subscrip-
tions were received on March 29 and 30, the amount sub-
scribed for aggregating about $500,000,000, or seven times
the amount of the loan placed on the market. The second
‘4.5 per cent loan was issued after Japan's great victories on
land and sea. There was already strong prospect of peace,
and Japanese bonds were steadily rising. For these reasons
the subscriptions increased in spite of the fact that large
amounts had already been borrowed abroad by Japan. The
applications in London, New York and Germany were some
ten times, four and a2 half times, and ten times the respective
amounts placed on the markets in these centers. It was a
noteworthy fact that in this issue Germany was made a mar-
ket for Japanese loans. The applicants included all classes
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of people, and consequently there was a large number of sub-
scriptions of small amounts. This was particularly the case
in America and Germany,

The loans thus raised on foreign markets poured in to the
government for several months; and the net receipt of the
government was the issue price minus the commission, which
can be tabulated as follows:

NeT Receier FRoM ForelGy Loax Bowbps, 1904 ANp 1905

Amount of issus
Isstien Issue price | Commingion | Receipt
In pounds
stecling In yen
£ - Yen Prn Fn Fex
Fimtdpercent.......... 18,050,000 | 97,630,008 | 9r.28s050 2.417.050 | 86,834,171
Second 6percent...... .. 12,000,000 ] [17.I55,000 | 106,025,180 4£.393.35¢ | 100,463,395
First 4 percent......... 36,060,000 | 392,800,000 | 353,801,000 9,518,025 § 351,358,987
Second 44 peroent. ...... 30,000,000 | 202,850,000 | 203,601,000 ¢.518.025 | 2gx,3:37,817
Total, . ...rccccnnann 82,000,000 | Bo0,568,000 | 724,512,238 26,848,250 | 680,594,570

It will be seen from the above table that the foreign loans
issued aggregated £82,000,000, or over 800,560,000 ven in
nominal capital and over 724,510,000 yen in issue price. Of
this sum, the commission allowed to bankers exceeded 26,-
840,000 yen. The net receipt of the government was over
689,590,000 yen.

The loans issued to finance the Russo-Japanese War con-
sisted of domestic and foreign loans. The former included
short-term exchequer bonds of over 473,060,000 yen and long-
term emergency loans of over 310,390,000 yen, making a
total exceeding 783,450,000 yen. The latter was composed
of short-term 6 per cent sterling bonds of over 585,780,000
yen, totaling upward of 800,560,000 yen. The grand total
reached over I1,584,020,000 yes. The receipts from these
loans were over 729,130,000 yen in domestic loans, and were
over 689,590,000 yen in foreign loans, the aggregate of the
two items exceeding 1,418,730,000 yen. The particulars are
as follows:
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Svmmary oF Foraiew AND DoMESTIC LOANS, 190419064+

Amount acte-

Domestic loans Yen ¥en Yen
Exchequer bonds........... 480,000,000 473,061,325 434,885,638
Emergency loans........... 319,722,850 310,394,050 294,251,021

Total ......ooiviiunnent, 790,722,550 783,455,375 729,136,650

Foreign leans
& per cent sterling bonds..... 214,786,000 214,786,000 187,297,766
4.5 per cent sterling bonds. . . 585,780,000 585,780,000 502,296,804

Total. ............ raeans 800,566,000 800,566,008 689,594,570
Grand total.............] 1,501,288,950 | 1,584,021,375 I,418,751,220

. & The above table does not incinde the payments forfeited, 17,213 ¥2u for emergency loans and
305,660 yen for exchequer bonds, totaling 322,000 yen,

Comparing the results shown in the foregoing table with the
original loan schemes, we find that the flotation of war loans
was concluded with a large margin of issue capacity. The
following table gives the margin of respective loan issues as
compared with the figures determined and authorized by laws
and ordinances relating thereunto:

Marocin oF IssuE CAPACITY OF FOREIGN AND DoMESTIC LOANS, 1903-1906*

Amount anthorised Actual amoust of issne gﬁ}{fe mg ;:;Ew
Imperinl Ordinance Yex 18t exchequer bond Yen Yos
No, 293, 1903 ... 10,080,500 PBSCB. . vvasinrss 398,000,600 Nons
2d and 3d exchequer
Statute No. 1, 1004 .. 280,000,000 bond iseues. .... x*;a,gs?,ssn 613650
ist aterling loan..... 530,000
Imperial Ordinance 9753
No. 228, 1904. .. 129,000,000 zd sterling loan...... 136,000,430 Naope
3d and 4th exchequer
Statute No. 22, 1905. 485,000,000 bond isszes. . ... 162,170,000 None
3d sterling loas., ...« ap2,898.000
Imperial  Ordinence
No. 104, 1005 ... 300,000,000 4th sterling lean. ... 300,000,000 None
Statute No. 1, [go8. . 433,000,000 Emergency loans. ... 310,304,050 133,605,950
Total...c....... I,588,000,000 ‘Total.......ve2x  I,850.381,400 128,618,500
» The above table is based on the Report on tke Russo-Jap Wer Fi

The figures for emergency loans are corrected in the fore-
going table so as to include the issue during and after June.
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As regards the loans authorized by the Urgency Imperial
Ordinance, it is impossible to give the balance between the
estimated figures and the figures of actual issue, as the margin
of issue capacity was not indicated; hence the estimates are
given in the table. Of the actual amount of issue of the fifth
exchequer bonds, 37,616,725 yen was intended to cover the
balance between the nominal capital and the issue price of
the bonds previously issued; so this,amount was excluded
from the statistics. Hence the total is different from that of
the actual amount of issue in the preceding tables.

It will thus be seen that out of 1,688,000,000 yen, the
authorized amount, more than 128,610,000 yen remained
unissued. The total of the balance between the nominal
capital and the issue price (not minimum issue price but
actual issue price) of the loans previously issued formed also,
as already mentioned, a part of the authorized amount in the
general loan schemes. The following table shows these bal-
ances:

Issue MNominal capitall Issue price Balance
. Yeu Yen Yen

Exchequer bonds............ 473,061,328 434,885,618 28,175,587
Emergency loans. . ..........| 310,394,050 294,251,021 16,143,029
1at and 24 sterling bonds..... 214,786,000 07,310,230 17.475.778
ad sterlingbonds. ........... 292,850,000 263,601,000 29,289,000
Total. .. coiniiiiinianes 1,291,800,000 | 1,150,047,880 | 101,083,486

4th sterlingbonds. ......... 202,800,000 | 263,601,000 ceaa®

= The Imperial Ordinance No. 154, 1905, which authorired tha imae of the fourth sterling Ioan,
did not allow the making up of the balance.

The balance thus totaled 101,083,486 yen, of which 37,616,-
725 yen was raised as part of the fifth exchequer bond issue,
and 63,466,761 yer remained as the margin of issue capacity.
This amount, added to the figure representing the margin of
issue capacity left over from the authorized amount of loans,!
makes a total of 192,085,361 yen which was not issued. The
comparison of the net receipt with more than 1,555,870,000

! Aniz, p. €9,
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yen of the amount demanded in the estimates shows that there
was no need of raising 137,140,942 yen out of that amount.

WAR-TIME TAXES

We have seen how Japan floated enormous loans in order
to meet the expenses caused by the war; at the same time she
increased several of the taxes and charges and opened the
government monopoly of tobacco and salt. The taxes and
charges were first increased by the enactment of the Special
Extraordinary Tax Law (Law No. 3) in March, 1903, when
the first program of war finance was formed; and on the same
occasion two or three new taxes were created and the manu-
facture and monopoly of tobacco by the government was
opened. In January of the following year, when the second
budget of war finance was made, the Special Extraordinary
Tax Law was revised. By this revision the taxes were further
increased, more new taxes were created, and the government
monopoly was further extended to salt, The government
expected to obtain 62,200,000 yen in the fiscal year 1904-5
from the first increase of taxation and other sources, and 150,-
670,000 yen in 1905-6 from the first and second increase of

- taxes.

The people had been considerably burdened by the fre-
quently increased number of new taxes owing to the mainte-
nance and extension of national armament in the ten years fol-
lowing the Sino-Japanese War, but now they had to bear a far
greater burden under these programs for financing a greater
war. In view of these circumstances, the government took
special care to lighten the local taxes. Thus, when the first
increase of the taxes was decided upon the local public bodies
were prohibited from levying supplementary taxes on the
increased amounts in the land, business, and income taxes.
In the second increase of taxes they were, besides, prohibited
from surtaxing the increased amount of the mine-lot tax. The
surtaxes on such important taxes as the land, business, and
income taxes being important in themselves as local sources
of revenue, special restrictions were placed on them with the
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object of lightening them. Thus, the Hokkaido and the pre-
fectural governments and certain public bodies in Hokkaido
and Okinawa were permitted only to surtax land up to 50 per
cent of the land tax, or 40 sen on an average on a fan (0.245 acre)
of land. The maximums allowed to the other public bodies
were 30 per cent on the land tax, or 40 sen on an averageon a
tan of land. In cases where both surtaxing the land tax and
surtaxing by the tan were resorted to, the total of the two was
not allowed to exceed 50 per cent of the land tax with the
former bodies and 30 percent of the same with the latter.
‘With regard to the business and income taxes, the public bod-
ies, except the Hokkaido and the prefectural governments, were
prohibited from surtaxing them more than 30 per cent. In
this way efforts were made to lessen the burden of local taxes
in order to secure satisfactory results in the war-time taxation.

Direct faxes

In order to meet the exigencies of the war finance, the di-
rect taxes, viz., taxes on land, business, income, mining, the
patent-medicine trade, and shooting licenses, were raised and
a succession tax was created as a permanent tax.

Land formerly had been taxed uniformly. Whether it was
land for building houses in cities, provincial towns or villages,
or whether it was other kinds of land, the rate had been in
every case 2.5 per cent of the assessed value of the land.
After the war with China, that is, from 1899 to 1903, a further
2.5 per cent was added in the case of -building land in cities
and 0.8 per cent in the case of other land. In the first in-
crease of taxes in connection with the Russo-Japanese War,
the rate was again increased by 1.8 to 5.5 per cent, and in the
second increase by 1.2 to 12 per cent, so that the war-time
rates of the land tax ranged between 3 and 17.5 per cent.

The value of building land, especially in cities, had risen
to such an extent, in consequence of the economic devel-
opment of the nation, that the legal price of land became
merely nominal. Import duties on rice, hulled or unhulled,
wheat, beans and other agricultural products had been
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created or raised in the second financial program with a view
to protecting farm land; but as the landowners are largely
of the wealthier classes, they were found capable of bearing
this extraordinary burden of the war-time taxation.

The business tax, which is levied on commerce and manu-
facture as the land tax is levied on agriculture, was created
in Japan in 1897 as a source of national income after the war
with China. The tax was levied on the capital of the business,
the gross income from the same, the rent of the building in
which the business is carried on, the number of employees,
~ and other visible standards. According to the kinds of busi-
ness, from .0005 to .0015 of the capital or of the gross income,
from .02 to .06 of the rent, and 1 yer per employee, were
imposed. These rates were raised 70 per cent in the first
increase and 80 per cent in the second, so that, the war tax
became one and one-half times as much as the original duty.
Since the nation was then making rapid progress in commerce
and industry, the business tax proved a sure source of increased
income to the Treasury.

The income tax was more or less increased in the revision
of the Income Tax Law, in February, 1899, but was now raised
- to nearly the same extent as the business tax, on account of
its capacity to bear more for the needs of the war with Russia.
Formerly the incomes of juridical persons or corporations,
designated Class 1, were taxed at the uniform rate of .025;
the interest on public bonds and bonds issued by business
companies, called Class 2, at the rate of .020; and personal
incomes, called Class 3, above 300 yen a year, at the rate of
from .o10 to .055. The personal incomes were divided into
twelve grades, the highest being above 100,000 yer a year,
and the rate increased with the amount of the income. In the
first increase these rates were uniformly raised 70 per cent
except the second-class incomes, and in the second increase
80 per cent with all the classes. The juridical persons,
according to their tax-bearing powers, were divided into {A)
joint-stock companies and limited partnerships consisting of
twenty-one or more shareholders or shareholders and partners;
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and (B) which comprised all the partnerships consisting of
family or other kindred members. The rate for the A division
was uniformly raised 80 per cent, but the B division being
more of the nature of an individual person, it was subdivided
into eight grades between less than 5,000 yen and more than
100,000 yen, and the rates were increased in proportion to the
size of income, so that the total was an increase of from
10 to 330 per cent. The personal incomes were graded into
ten classes, and the rate was increased from 30 to 200 per cent.
The tax on the interest of bonds was exempted from increase
to further the cause of public loan for the war, since the
interests on war bonds constituted a greater part of the rev-
enue from this source.

The mining tax was formerly of two kinds: the tax levied
on the value of the mineral obtained—the mining tax in the
strict sense—at the rate of I per cent; and the mine-lot tax,
imposed on mine lots under cperation at the rate of 30 sen per
1,000 tsubo (1 tsubo =about 6 square feet). Itwas thought that
to increase the former might hinder the development of the
mining industry, and consequently the latter only was raised,
and mine lots, which had hitherto been free, were newly
taxed.  In the first increase 10 sex was further taxed on each
1,000 fsubo: int the second increase ancther 10 sen was added,
while the mine lots under prospecting, which had hitherto
been untaxed, on. the ground of encouraging the mining indus-
try, were now taxed 20 sen per 1,000 fsubo. The places where
alluvial gold was obtained had also been free of duty, but
they now came to be taxed at the rate of 30 sen per cho (2.45
acres) of river bed or 1,000 #subo of other iland. The pros-
pecting right and alluvial gold fields were subject to specula-
tion, and immunity from taxation afforded little help in the
development of mining. The new taxation, therefore, aimed
at preventing this as well as at obtaining increased revenue
for the Treasury. In the second increase of taxation a new
Mining Industry Law was enacted, by which the tax on mine
Iots under operation was raised to 40 sen, or 10 sen more than
before, while the mine lots under prospecting were newly
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taxed 10 sen. The new law was carried into effect in July,
1905.

Patent medicines were formerly taxed at the uniform rate
of 2 yen a year for every prescription. In the second increase
of taxes, however, the rate was raised in proportion to the value
of each patent medicine manufactured, in view of the vary-
ing capacity to bear taxes; and from 1 to 100 yen was charged
on the thirteen grades of annual production between less than
300 yexn and more than 100,000 yen. With regard to the shoot-
ing-license tax, the payers had formerly been divided into
three grades: those who paid 100 yen or more as income tax,
500 yen or more as land tax, or 150 yen or more as business tax,
or members of their families; those who paid 3 yen or more as
income tax, 30 yen or more as land tax, or 20 yen or more as
business tax, or members of their families; and all others.
The first were taxed 20 yex a year, the second 10 yen and the
third 2 yen. In the first and second increases they were all
raised, the increases amounting to as much as or more than
the original taxes,

The succession tax was created in the second increase of
taxation by a special law, since it was intended as a per-
- manent tax. Formerly the heir had only to pay a fee for the
registration of any real estate or ships that might have come
into his possession, but all inherited property was now taxed.
An inheritor of large property comes into opulence without
effort and by mere chance; consequently he is a fit subject
for taxation. Putting aside the consideration of social policy,
it was an excellent source of revenue when the need of war
funds was so great.

The succession tax was levied in the following way: The
value of the property inherited was taken as the standard of
taxation, and the rate differed according to the difference
between the succession to a house and the inheritance of
property, or according to the relationship between predeces-
sor and successor; and it increased in proportion to the value
of the property inherited. In the case of succession to a house,
the rate was light, inasmuch as the successor succeeded to the
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duty of supporting the family as well as to the property, but
that for inheritance by gift or bequest was heavy, since it
entziled no responsibility. Even in the case of succession
to a house, the rate differed according as the successor was a
direct descendant of the predecessor, which was called the first
kind, or as the successor was one nominated by the predecessor,
chosen in conformity with the Civil Code, Article 182, or a
direct superior member of the family of the predecessor or a
husband who married into the family, these cases forming the
second kind of succession, or was appointed in conformity to
the Civil Code, Article 985, which was called the third kind.
In the case of inheritance by gift or bequest the rate differed
according to whether the successor was a direct descendant of
the predecessor (first kind}), the consort of the predecessor or
a direct superior member of the family (second kind), or
whether he or she belonged to none of these catagories (third
kind). In either case a direct descendant was regarded as the
nearest in relationship, and the farther the relation the higher
was the rate of taxation.

The above were the direct taxes increased or created to
answer the demand of war finance. The first increase was
enforced in 1904 as far as the land, business, and income taxes
were concerned; and the increases in the shooting-license and
the mine-jot taxes were put into effect on April 1 in the same
year. The second increases were carried out in 1905 for the
land, business, income, and patent-medicine taxes. On
July 1 of the same year, when the Mining Law came into ef-
fect, the tax on mine lots under prospecting was first enforced,
while the rates for all the other taxes were enforced on January
1, 1905.

With the exception of the shooting-license tax, which was
a small sum, the government counted on obtaining 34,330,000
yen by the first increase in the fiscal year 1904-5; 38,590,000
yen by the first collection and 35,520,000 yen by the second,
a total of 74,510,000 yen, in 1905-6; 38,990,000 yen by the
first collection and 36,180,000 yes by the second, a total of
75,170,000 yen, in 1906—7. The sums realized under these
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estimates were 34,790,000 yen by the first increase in 1904—5;
39,850,000 yen by the first collection and 32,530,000 yen by
the second, a total of 72,390,000 yen, in 1905-6; 41,380,000
yen by the first collection and 38,100,000 yexn by the second, a
total of 79,480,000 ven, in 1906—7. The details of this are set
forth in Table B at the end of this chapter.

Indirect taxes

To meet the financial needs of the war, taxes were in-
creased on alcoholic drinks, sugar consumption, and soy, the
customs tariff was raised, while government monopolies of to-
bacco and salt, as well as a consumption tax on petroleum and
woven fabrics, were created. These taxes being borne by
the consumers and therefore falling on the lower classes as
well as others, an excessive rate of taxation would render the
living of the poorer people very difficult and consequently
might frustrate the very object of increasing the national
revenue. Yet the exigencies of war were such that it was
necessary to call upon even the poor classes to share the
national burden to a certain extent.

The liquor duty formerly comprised the duty on sake, beer,

_spirits, and all other drinks containing spirits, and in Okinawa
prefecture an export duty on intoxicating drinks as a special
liquor duty. The sake brewing duty was divided into three
classes according to the quantity of the alcohol contained;
the greater the quantity the higher the rate, The duty on
the first class was 15 yen per koku (39.7033 gallons), on the
‘second class 16 yen, but the third class was taxed 75 sen per
koku for every per cent of pure alcohol contained. In the
first increase of taxes the rate on the first and second classes
was raised by 50 senm each and that on the third by 2.5 sen;
and in the second increase, the rate on the third class was fur-
ther raised by 7.5 sen and that on the other classes by 1.50
yen. The liquor duty had frequently been raised after the
war with China, but now it had to undergo another and a
far greater increase in this way. Beer-brewing was first

1 Post, p. 95
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taxed after the Boxer trouble {1901) at the rate of 7 yen per
koku, and the rate was increased twice, each time 50 sen being
added to the former rate. The rate on spirits and drinks
containing spirits was raised in the same proportion with the
sake brewing tax, inasmuch as it was a complementary duty
to the liquor duty. The liquor export duty in Okinawa was
levied only on liquors produced in that prefecture when they
‘were exported to other localities; but the commodities taxed
and the rate of duty being identical with those of the liquor
duty at home, the increase was in the same proportion with the
latter. Moreover, in the second increase the sake tax was
revised, and in order to make clear the principle of taxing the
alcohol contained, the second class was subdivided into three
kinds, and was taxed at the rates of 18, 20, and 23 yen, re-
spectively, instead of the old uniform rate of 16 ven per koku.
The Okinawa spirit export duty was also revised on the same
principle.

The sugar consumption excise was instituted for the same
reason as the beer brewing duty, but in view of the fact that
the middle and higher classes consume more sugar per capita
than the lower classes—especially refined sugar—itwas thought
that there was plenty of room for increase in the sugar excise.
Consequently a domestic excise was imposed on refined sugar
(Classes 3 and 4) and an import duty on crude sugar {Classes
1 and 2). In the first increase, the rate on the third-class
sugar, which had up to that time been 2,20 yen per 100 (in
(1 kin equals one and one third pounds) was raised by 3.30 yen,
and that on the fourth class, which had been 2.80 yen, was
raised by 3.70 yen. The crude-sugar excise was raised for the
six months up to the enforcement of the increased import tariff,
the rate on the first class being 1 yex in addition to the old rate
of 1 yen per 100 kin, and that on the second class being 3 yen
in addition to the former rate, 1.60 yes. This increased rate
on the second class was retained even after the six months
mentioned above. In the second increase, the rate for the
second class was further raised by 50 sex and the other classes

by 1 ven.
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Soy for sale was formerly taxed 2 yen per keku, while soy
for household use was taxed I yem for the same quantity.
But soy being a commeodity of daily use by all classes, the
rate on the former was raised only 50 sen and on the latter
25 sen in the first increase. Formerly, soy manufactured for
household use by private individuals except the keepers of
hotels and restaurants was untaxed, provided it did not exceed
one koku# in quantity. It was found, however, that private
manufacturers were greater in number among the richer
classes than among the poorer, with the result that while the
richer people used untaxed soy the poorer people paid duty.
Consequently, soy less than a koks manufactured for private
pse also came to be taxed, and the rate was 50 ven a kokx.

Woolen fabrics and silk stuffs being Iuxuries of life for the
Japanese and excellent articles for taxation, a new consump-
tion tax was imposed on woven fabrics. In the first increase,
therefore, a .15 ad valorem duty was imposed on woolen fab-
rics, and in the second increase 10 per cent was levied on all
woven textiles other than woolen articles.

The import duty on petroleum was raised also on account
of the war. As in the case of the sugar excise, a consumption

_tax was levied on domestic petroleum for the six months up to
the enforcement of the new customs tariff, in order to prevent
any sudden fluctuation of the market through anticipatory
importation or the falling off of the customs income through
the same reason afterward. The rate of the excise was 3.20
sen per gallon.

Additional import duties were raised upon such articles as
were capable of adding to the revenue of the Treasury or
necessary for counterbalancing the increased or newly created
burdens of the taxpayers. In the first increase the following
measures were taken: (1) with the object of increasing the
national revenue, 16 per cent ad valorem was added to the
former tax on silks (specified in Class 13, Import tariff rates
appended to the Customs Schedule), 20 per cent ad valorem
on clothing and accessories made of silk, partly or entirely
(Class 3), 5 per cent ad valorem on tea, coffee, and the like
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{Class 2), and 10 per cent 2d valorem on petroleum (Class 10);
{2} in order to compensate the increased taxation on liquor,
the duty on Chinese spirits and refined sake was raised 20 per
cent ad valorem on drinks containing over 50 per cent of pure
alcohol, and on any spirits and medicinal preparations con-
taining alcohol (Class 4), 3 sen per liter. To compensate
the increase of sugar excise, the sugar import duty (Class 12)
was raised by from 20 to 25 per cent ad valorem, and the duty
on cakes and sugar preserves under the category of sweetmeats
(Class 2) from 5 to 10 per cent ad valorem. To counterbal-
ance the increase of the land tax, the duty on wheat flour, etc.,
under the category of eating and drinking stuffs (Class 2) was
raised 5 per cent ad valorem, and to offset the rise in the price
of tobacco through government monopoly the tariff on im-
ported manufactured tobacco was raised 100 per cent ad valo-
rem. Inthesecond increase, the scope of import duties to be in-
creased was extended, and the rates on all goods (except those
to which the conventional tariff was to be applied or raw mate-
rials which were not produced in Japan) were raised. Thus,
in order to counterbalance the newly created textile consump-
tion tax, 20 per cent ad valorem was added to such clothing
and accessories (Class 3) as contained gold, silver, or precious
stones, or those made of platinum, gold, or silver, and 15 per
cent ad valorem on other similar imports. On textiles other
than silks (Class 12), 10 to 20 per cent ad valorem was added.
In order to counterbalance the increased liquor duty, the rate
on Chinese spirits and refined seke was raised 10 per cent, while
the standard of taxation and rates on other alcoholic drinks,
which had been fixed in the first increase according to the
quantity of alcohol contained, were revised and the rates were
increased by 5 sex per liter, and the rate on spirits and medici-
nal preparations containing alcohol was increased by 3 sen
per liter. Against the increase of the land tax, a 10 per cent
ad valorem duty was added on agricultural products among
the eating and drinking stuffs, and 5 per cent ad valorem on
cotton seeds among the grains and seeds (Class 7}, and 10 per
cent on other grains and seeds was imposed. A new duty of
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10 per cent ad valorem was instituted on silk cocoons of all
kinds, and of 15 per cent on rice, hulled and unhulled. With
regard to other imported goods, the duties on raw material
(of all classes), with the exception of those towhich the conven-
tional tariff applied or which were not produced in the country,

- were raised 5 per cent ad valorem. This new rate applied to
dyestuffs, colors, and paints (Class 5); homn, ivory, tortoise-
shell, etc. (Class 8); metals {Class g); wax and oils other than
petroleum (Class 10); raw materials specified in Class 16,
etc. As to manufactured goods, except those coming under
the conventional tariff, 5 per cent ad valorem was added on
necessaries of life, 10 per cent on ordinary goods, and 10 per
cent was added to or newly imposed on luxuries.

To find new sources of revenue for war expenditures, the
government established the monopoly for the manufacture
and sale of tobacco at the time of the first tax increase, and the
monopoly of salt at the time of the second increase. The
income from these monopolies is a business profit as well as a
tax; yet in view of its being 2 method of imposing consump-
tion duty de facto, we will dwell upen it further side by side
with other indirect taxes.

— On the conclusion of the Sino-Japanese War, the Japanese
Government formulated a plan for the monopoly of the to-
bacco industry in the country as a part of the post bellum finan-
cial program. In January, 18¢8, it began to buy the tobacco
leaves grown by cultivators at home or imported from abroad,
and sold leaf-tobacco to the general customers until in 19034

it obtained over 14,890,000 yen, a sum about five times as
large as that received from the tobacco duty previous to the
monopolization, To meet the financial needs of the Russo-
Japanese War, the monopoly was extended further to the
manufacture of tobacco; on July 1, 1905, the monopoly of
cigars and cigarettes was opened, while on April 1, 1906,
fine-cut tobacco was also monopolized, so that the govern-
ment undertook the manufacture and sale of all kinds of
tobacco. Of the proceeds from the tobacco monopoly, the
profit from the manufacture of tobacco alone went to the war

7



82 EXPENDITURES OF THE RUSSO-JAPANESE WAR

funds. In April, 1904, the Tobacco Monopoly Law was pro-
mulgated, and a temporary bureau was established for pre-
paring for the manufacture of tobacco. The work of this
bureau was to buy up the business of the tobacco manufac-
turers, as well as to make ready for the manufacture by the
government. The initial expenses required by the monopoly
work have already been mentioned among the war-time
administrative expenses, so we shall now state the net incomes
(handled as special account) from the government tobacco
monopoly from 1904 to 1g907.

1504-1905 1905-1906 1gob-1907

. ¥en Yen ¥en
Total receiptss. .. ........... 45,437,688 68,416,212 77947521
Total expenditures. ......... 17,975,681 34,814,154 45,374:337
Net proceeds. . .........| 27,462,007 33,602,057 32,573,183

2 Only a part of the above proceeds was appropriated to mest war expenses.

Salt was entirely free of duty after the abolition of the
miscellaneous taxes in 1875, but when the taxes were first
raised in the Russo-Japanese War the government tried to
increase its revenue by creating a salt consumption duty, and
then to replace it with salt monopoly after due preparations
were completed. It introduced a bill for the same purpose in
the Imperial Diet, but the proposal was rejected. When,
however, the taxes were raised the second time under more
pressing needs for increasing the Treasury revenue, the gov-
ernment introduced a bill for the monopolization of salt,
The bill was passed and was carried into effect on June 1, 1g05.
The salt monopoly was intended for buying salt from the
manufacturers or importing it from abroad, to sell to general
customers at a profit. Ifs selling price was fixed at the com-
pensation paid to the mahufacturer plus 2.50 yen per koku
or less, or 1.48 yen or less per 100 kin. Foreign salt and salt
produced in Formosa being cheap, larger additions were made
in order to bring up the standard selling price. These addi-
tions or balances between the buying and selling prices formed
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the net profit for the state., Salt was graded into five classes
by its quality and the place of production; and the official pur-
chase price was subject to frequent fluctuations according to
the state of the economic world, but the highest stated prices
per kin were Class 1, from 1.43 to 1.81 yen; Class 2, from
1.30 to 1.68 yen; Class 3, from 1.18 to 1.56 yen; Class 4, from
1.07 to 1.45 ven; Class §, from 0.97 to 1.35 yen. Therefore,
the selling prices, which were the sums of the above figures and
1.48 yen added to each of them, became almost double the
purchase prices. We have already stated the expenses en-
tailed by the salt monopoly, so its receipt and net profits are
tabulated here as follows:

1g05—-1g06 1g05-1907

¥en Yen
Receipts from the salt monopoly* ... . ... 13,687,304 24,067,344
Expenses. .............cconvniiininannn 7,288,566 11,776,046
Netprofita. .. .......conrriinriann 6,608,738 12,291,290

= These igures have been worked out by a methad of counting similar to that for the profit from
the tobaccs monopoly, and they ¢o not agree with the previcusiy given figures regarding the mlt
menopoly expenses of wn.hthnueatwmns the receipts to be given later,

At the inauguration of the salt monopoly, by virtue of the
Monopoly Law, the government commandeered the salt in
the hands of the manufacturers. But the salt held by the
sellers was taxed at the heavy prices. The price of tobacco
and salt rose in consequence of the monopoly enforced, and
the government fixed a special low price, besides the ordinary
selling price, and applied it to exports of the same commodities;
while the salt used in certain industries was sold at cost, thus
encouraging exports and- giving protection to industries.

The indirect taxes levied as war taxes have been described
above. From these sources the government planned to
obtain, according to estimates, over 23,700,000 yer in the
fiscal year 1904—5 as the revenue of the first increase in taxa-
tion; over 57,180,000 yen in 19056, consisting of more than
33,220,000 yen as the first revenue and more than 23,960,000
yen as the second revenue {(not including the consumption
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tax on textiles other than woolens); and over 70,580,000 yen
in 1906-7, consisting of morethan 34,290,000 yen as the first
revenue and more than 36,290,000 yen as the second revenue
(not including the consumption tax on textiles other than
woolens). The actual income from these taxes amounted to
over 21,150,000 yer in the fiscal year 1904-5, over 60,030,000
yen in 1905-6, and over 80,710,000 yex in 1906—7. The par-
ticulars are set forth in Table C at the end of this chapter.!

The consumption tax on textiles other than woolens, which
was created in the second increase of taxation, is not included
in the foregoing tabulation, because this tax was collected in
the form of stamps and therefore was included in stamp reve-
nues; also that part of the consumption tax on sugar which
was collected in stamps is excluded. The indirect taxes in
the first increase of taxation, except the customs duties, were
enforced in April, 1904, while the customs duties came into
force on October of the same year: Those in the second in-
crease of taxation were enforced on January 1, 1905, excepting
the customs duties, which came into force on July 1, the same
year, and the consumption tax on textiles was enforced on
Febrqary I.

Communication laxes and fees®

Communication taxes, exchange duties, registration duties,
and stamp duties were among those which were increased
for war purposes; and transit duties, imposed on the passengers
on trains, tramcars, and steamers, were created in addition.
Stamp duties on documents respecting civil cases and commer-
cial litigation were also increased, whilst stamp duties were
newly assessed on the documents regarding administrative
litigation.

The rate of .0003 of the amount of every transaction in
national and local bonds, and .0006 of the amount of every
transaction in other securities and merchandise, had hitherto

J e, pp. 96-7. P .
The taxes referred to under this brief title include taxes on certain acts, such

as stock exchange transactions, ete., a& well as communication taxes strictly so
called. There is no concise word in English to cover all the cases,
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been levied as exchange duties. At the first increase of taxa-
tion the former was increased by .0002 and the latter by .0003;
at the second increase of taxation the latter was again increased
by ancther .0003. Thus the exchange duties became almost
double the original rates through the war. The compara-
tively lower rates of taxation on the national and local bonds
were intended to enhance their popularity.

The registration duties were first levied, in April, 1896, in
order to meet the increased expenditure after the Sino-Japa-
nese War. As they were once increased in 1899, they could

"not bear a further general increase.  In consequence, the duties
were increased on such items of registration as could bear an
increase and promised to be a fair source of fresh revenue.
For this purpose the registration respecting such important
items as real estate, shipping, mining, etc., and the registra-
tion of juridical persons were selected. In the first increase
of taxation, the levy on the registration of real estate and
shipping (Registration Duty Law, Clauses 2z and 3) was
increased by from .0002 to .0020, while its original rate ranged
between .coo1 and .0040. This increased rate applied to
the acquisition of property (1) by virtue of legal succession

--to a house; (2) through other ways of succession to a house or
inheritance of possession; (3) through will, bequest, or chan-
nels without compensation; (4) by reasons other than the
three preceding ones; (5) by the retention of property (No. 5)
which was already in one’s possession; and (6) the creation
of the permanent estate of a peer {No. 11). The registration
tax on all juridical persons (Clause 6) was increased by .0co1
of capital on juridical persons organized for profits, while the
former rate had been .0001 to .0004; by from 50 sen to 5 ven
per item of registration, over and above I to 10 yen of the
original charge; and by 20 sen to 2 yen per item of registration
for juridical persons not intended for money-making, the pre-
vious rate having been between 50 sen and 5 yen. Every
registration of the creation, acquisition, etc., of trade names
(Clause 6, 1I) had hitherto been assessed 50 yen, but now it
was increased by 20 sem to 2 yenm. For the registration of
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mining (Clause 14), 30, 75, or 150 yen per item had hitherto
been levied on prospecting (No.1), on the increase in prospect-
ing lots, or increase or decrease in mining fields {No. 4}, on
the purchase or transfer of prospecting or mining rights (No.
5}, on mining (No. 2), and on the increase in prospecting
lots or the revision regarding increase or decrease in mining
fields (No. 3). But it was increased by 10, 25, or 50 yen,
according to the case.

In the second extraordinary special taxation, the registra-
tion duties were revised in consequence of the establishment
of the succession duties and the amendments of the mining law.
Through the imposition of succession duties, the acquisition
by inheritance of property in real estate or shipping was
specially taxed. It became necessary, therefore, to decrease
or abolish the registration duties on it. Thus the duties on
the acquisition of property in real estate by virtue of suc-
cession, which had been from .007 to .015, were now lessened
to .005 uniformly {Nos. 1 and 2). Those, also, on the
acquisition of property in shipping by virtue of succession
were lessened from .006 to .003 uniformly {(Nos. 1 and 2),
while the first increased duties on them were subsequently
abolished. At the same time, however, in order to prevent
the evasion of the succession duties and also to increase the
revenue, the duties on the acquisition of property in real
estate or shipping other than by succession (Nos. 3 and 4),
with or without compensation, were increased by from .co5
to .010 in the second increase of taxation. A thorough revi-
sion was effected in the duties on mining in accordance with
the amendments in the mining law and the number of duti-
able items for registration was enlarged, besides increasing
succession rates in accordance with the institution of the suc-
cession duties. The main registration duties on the transfer
of prospecting and mining rights by virtue of succession were
lessened, while the first increased duties on it were abolished,
but the main duties on the registration of a few items were
heavily increased. The establishment of prospecting rights
{No. 1), the increase in mining fields or the registration of
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increase or decrease of the same (No. 5, 11}, and the transfer
of mining rights other than by succession (No. 6,11) were
taxed at the rate of 75 yen for the main registration duties and
25 yen for the increased duties; and the new registration of
mining rights (No. 4,1) was taxed at the rate of 150 yen for
the main duties and 50 yen for the increased duties, all as
before the revision. But the main duties on the increase in
prospecting lots or the registration of increase or decrease
in the same were increased from 30 yen (No. 3) to 35 ven;
the main duties on the transfer of prospecting rights other than
by succession were lessened from 75 yen (No. 3,11} to 35 ven;
and the increased duties on the former were left at 10 yen, as
before the revision, while thase on the latter were lessened
from 25 yen (No. 5) to 10 yen (No. 3,11). In this connection,
however, it must be remembered that the revision of the
registration duties regarding mining was effected for the pur-
pose of equalizing the miners’ burden, not for the purpose of
increasing the revenue. In short, in the second increase in
the registration duties, the levy was lessened on some items
and increased only on the acquisition of property in real
estate and shipping other than by virtue of succession, the
_ balance being a tgifling gain for the government.

At the first increase of taxation, the stamp duties saw ne in-
crease; but at the second increase, some of the most important
of them were increased. That is, the duties on the deeds and
account books mentioned in Article IV of the Stamp Duty
Law were increased. Heretofore, the stamp duties on deeds
and account books, except letters of attorney, chit books, and
promissory notes, had been 2 sen per deed or per book intended
to be used for one year, but they were increased by 1 sen. The
duties on letters of attorney became 2 sen instead of 1 sen,
as before; those on the chit books for one year were increased
from 20 sen to 25 sen. Previously, the duty on a promissory
note had been only 2 sexn, although this instrument had been
frequently used for loan purposes, whereas the duty on a bond
of debt had been .0005 of the amount, according to Article 11
of the Stamp Duty Law, bonds below 56 yen being exempted.
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The charges on these two items, therefore, had been by no
means equal, but it was considered improper to increase the
duties on promissory notes, which were negotiable instruments,
regarding them as the same as ordinary bonds of debt. Hence,
the ascending rates of increase, dividing them into eight classes,
from 1 sen to 4 yer and 98 sem, according to the amount of
money, for promissery notes from below 1,000 yen to above
100,000 yen. Formerly, checks had been free from stamp du-
ties, but 1 sen was levied upon each.

As regards transit duties, fares tend to decrease in propor-
tion to the development of the means of communication.
Hence, a definite tax levied upon passengers is a good source
of revenue with little trouble attending the collection. At the
second increase of taxation, therefore, transit duties were
first imposed upon passengers on trains, tramcars, and steam-
ers, according to the distance to be covered by them as well
as according to the class of the compartments in which they
traveled.

“Fees” connected with civil cases and commercial litiga-
tion had not been incyeased since 1890, but at the first increase
of taxation their rates were raised. In civil cases, they were
charged per petition or application, according to the classi-
fication of first instance, appeal to superior court, demand for
revision, and application for order for payment. In addition
to the regular fees, applications regarding property had to
have additional stamps affixed in proportion to the value of
the property at issue; those having no relation to property
had also to have stamps; and other applications and petitions
were required to have a certain amount of stamps affixed,
according to their kind, provided the question at issue were
20 yen or more in value, In commercial bankruptcy, addi-
tional stamps were required to be affixed in proportion to the
net liability of the legal persén involved. Besides the regular
fees when the bankruptcy procedure was commenced or
recommenced, petitions or applications for bankruptcy also
needed more stamps to be affixed, according to their kinds.
Formerly, in administrative litigation no feeshad been charged ;
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but at the second increase of taxation various amounts of
stamps were required to be affixed to the documents relating
to the litigation, in order to increase revenue and keep balance
with other “fees.”

Apart from the extraordinary special taxation, there were
other communication taxes and fees that were increased.
Previously, the transfer of landed property, duly registered,
had been entered in the land register upon the notification
of the registry office, whereas the transfer of landed property,
not registered, had been entered in the land register without
the notification of the registry office. 'This meant that in the
latter case the transferee had been able to enter his ownership
in the land register only by the registration of his retention
of landed property, whereas the transferer should have first
made the registration of his retention of landed property and
then the transferee should have made the registration of the
transfer of ownership. Thus, the registration of the trans-
fer of ownership had been omitted in this case and the gov-
ernment had been unable to charge the registration tax.
Therefore, at the first extraordinary special taxation, the
detailed regulations for the enforcement of the land register

_law were revised, and it was provided that the transfer of
landed property should be entered in the land register upon
the notification of the registry office, whether the ownership
had been registered or not. The land register law was also
revised at the first increase of taxation so as to increase the
fees charged for the grant of the verified copy of the land
register from 2 sen to 5 sen per item of registration. This
was to keep balance with other kinds of fees and increase the
Treasury income, As a result of the revision in the mining
law at the second increase of taxation, the fees in regard to
mining were also increased.

The first increase of these communication taxes and fees
came into force on April 1, 1904, their second increase on
January 1, 1905, as a rule. But of the latter, the registration
taxes regarding real estate and shipping were enforced on
April 1, 1905, when the succession duties came to be levied,
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while the registration taxes and fees regarding mining were
enforced on July I of the same year, when the revised mining
law came into effect. Their estimated revenue was some
3,210,000 yen for the first increase of taxation in the fiscal
year of 1904—§; some 3,150,000 yen for the first collection, and
some 5,710,000 yen for the second collection, in 1905-6, making
a total of some 8,870,000 yen for the second increase of taxa-
tion; and in 19067, some 7,920,000 yen, of which some 3,150,-
000 yer was for the first collection and some 4,760,000 yen for
the second collection. Their actual revenue, inclusive of
other taxes collected in the form of stamps, according to the
Report on the Extraordinary Military Expenditures, was some
3,230,000 yen for the first increase of taxation in the fiscal
year of 1904—5; in 1905-6, some 21,600,000 yen, of which some
3,110,000 yexn was from the first collection and some 18,540,000
yen from the second collection; and in 1906—7, some 24,630,000
yen, of which some 4,190,000 yen was from the first collection
and some 20,440,000 yen from the second collection. The
details are given in Tables D(31), D{2), and D(3) at the end
of this chapter.t

The above is an outline of the increased taxation to meet
the costs of the Russo-Japanese War. Now, the total rev-
enue for 1904—5 was some 59,170,000 yen in the first increase
of taxation, a decrease of some 3,020,000 yen from the esti-
mates; that for 1905-6 was some 77,720,000 yer from the first
collection and some 76,360,000 yex from the second collection,
totaling some 154,090,000 yen, an increase of some 3,420,000
yen over the estimates; and that for 1906-7 was some 82,840,-
000 yen from the first collection and some 101,990,000 yen
from the second collection, totaling some 184,830,000 yen,
an increase of some 22,330,000 yen over the estimates, The
details are given in Table E at the end of this chapter.*

It is to be noted, further, that the increased levy of the
direct taxes over the estimates was some 34,790,000 yex for
19045, some 72,390,000 ven for 19056, and some 79,480,000
yen for 1906~7; that for the indirect taxes was some 21,150,000

1 Post, pp. 98, 99, 100, % Posi, p. 101,
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yen for 19045, some 60,030,000 yen for 1905-6, and some
80,710,000 ven for 1906-7; and that for the communication
taxes and stamp revenue was some 3,230,000 yen for 19045,
some 21,660,000 ven for 1905-6, and some 24,630,000 yen
for 1906-7. Inaword, every fiscal year witnessed an increase
in the revenue of all taxes; but the revenue of the indirect
taxes increased most rapidly, so much so, indeed, that in 1906—
7 it exceeded the revenue of the direct taxes, although it
stood far below the latter in 1904-5.

THE SPecIAL AccouNT FUNDS, THE ANNUAL ACCOUNT,
SURPLUS, ETC.

As mentioned above, various funds belonging to the special
account funds, the war-fund contributions, the miscellaneous
revenue, and the annual account surplus (which includes the
reserve funds), in addition to the revenue from national bonds
and taxes, were adopted in the budget as sources of revenue
for war expenditures. Besides these, the sale of government
property, transportation earnings, and the special revenues
were also included in the sources of revenue for the war costs.
The actual revenue from those sources, except the annual

~account surplus, amounted to some 124,300,000 yen against
the estimated revenue of 69,250,000 yen, including the special
account funds, war-fund contributions, and miscellanecus
revenue. The details are tabulated at the top of page 9z.
‘Some 7,790,000 yen of the annual account surplus was ap-
portioned in the budget to the war-time military expenses,
and some 140,580,000 yen to the war-time administrative
expenses, 1he total was 148,381,850 yen, but the annual
account surplus considerably increased later.

The surplus of the annual accounts occupied an important
place, therefore, next to the increase of taxation, among the
sources of revenue for the war funds. In order to increase
this surplus, drastic retrenchments were effected in the ordi-
nary expenditures of 1904—5 and 19056, whileat the same time
not only were new enterprises put off as much as possible
to avoid expense, but rigid economy or postponement was
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RevENUE®*
Estimated Actual Increase
Special account funds:
Funds for maintenance of warships Yen ¥en Yen
and torpedo boats. ... ....... 32,407,804 | 38,719,871 6,311,977
Distress relief funds 12,310,000 | 12,310,000 e
Education funds...... 10,540,000 | 10,540,000
Forestry funds. . .... 4,000,000 4,000,006
Miscellaneous. .. ...... 8,000,000 8,000,000
Total........ ...t 67,257,804 | 73,569,871 5,311,977
War-funds contributions. ... ....... 1,500,000 2,331,176 831,176
Sales of Government property....... e 18,875,115 18,875,115
Transportation earnings. ........... ceee 5,908,784 9,908,784
Special revenues. .. ............... e 3,516,325 3,516,325
Miscellanecus revenue. .. .......... 500,000 | 16,107,521 15,607,521
Grandtotal. . ..........ccnvus 69,257,804 | 124,308,792 55,050,898
« The suzplus of the special account funds over the estimated amount was ineiuéeé in the {nnds
for maintenance of warships snd torpede boats, tiz;ﬁfaainz thesame tof
plus to the apecial 2ecount of the extraordinary tary expenditures. The advance to the ;s;u:inl

account of the military expenditures from the general account wae reduced by the same amousnt at
the same time.

adopted also regarding prearranged expenditures. In the
ordinary expenditure, redemption of domestic bonds was post-
poned, together with no small curtailment of the communica-
tion and other expenses. In the extraordinary expenditure,
rigid économy or postponement was effected with regard to
railway construction and improvement expenses, public
works expenses, conservancy expenses, Hokkaido colonization
expenses, subsidy to the expenditure for Formosa, construc-
tion expenses for schools, prisons, etc., and various other items
of expenditure. As a result, on the other hand, of the fact
that the Army and Navy were mobilized through the war and
their ordinary expenditures were transferred to the war-time
expenditures, there remained a large surplus from the Army
and Navy estimates of ordinary expenditure; there was also
no small surplus from the expenses for the steamship-line
expansion and mavigation encouragement. The details are
as shown in the following table.

- It will be seen that the amounts economized or postponed
out of the estimated expenditures totaled some 126,580,000



RESOURCES FOR DEFRAYING WAR EXPENSES 93
EXPENDITURES *
1904~5 19056 Total
Ordinary Expenditure: ¥en Ven Yen
Army and Navy expenses. ......... | 21,334,296 | 32,758,064 | 54,002,360
Redemption of national loana. ...... 8,500,000 | 6,335,400 | 14,835,400
Ccmmumcatmz} eXpenses. ... ... n . . ;’603'938 ¥’6°3,938
General education expenses. ........ 449,244 \ 049,244
Other departments’ ordinary expenses 175,134 . 175.134
Total...oooniniciieei e 30,508,675 | 41,197,402 | 71,706,077
Extraordinary Expenditure:
Railway construction and improve-

ment EXpenses. . ... .. i L, 175,2 ¥2, IO 22,130,312
Expenses for the steamship-line ex- 9175207 955505 30:3

pansion and navigation encour-

AGEMENL. ,+ovv - crvvnneecees 5:062,987 | 4,999,999 | 10,062,986
Public works expenses........ s-vs- 1 3,115,654 | 2,072,003 5,187,747
Conservancy expenses. . ........... 110,039 | 1,504.937 1,704.976
Expenses for foundation of schools. . . 531,809 o 531,809
Expenses for construction of schoals, .

prisons, etc: Sesearaaraaiiaees s 1,569,887 1,060,887
Holklkaido colonization expenses... . .. 873,000 | 1,602,852 2,475,852
Subsidies to expenditure for Formosa . 296,515 | 3,500,000 3,796,115
Construction and repair expenses for

various departments. . .. ....... 628,504 | 1,300,968 1,938,962
Treasury Teserves. . . ... ... preavens vees 2,200,000 2,200,000
Other departments’ extraordinary ex- .

PEHSES. it tii e 618,908 618,908

Total. .. ..., . i 20,412,715 | 32,204,841 52,617,556
) Other expenditure. . ................. . 2,258 211 2,258,211
Grand total......... e 50,921,390 | 75,660,458 | 126,581,848

s In the publlc works expenses, the subsidies ta local seif-govemning bodies for sand-stopping and
the engineering worke are included; and (b the milway construction and impmvementl::xpegnnes,
the expenses {or the construction of the Hokkaldo yailways are included, Various expenses belnng:

ing to the ordinary and extraordinary expenditures are included under “other expenditure.’” ‘I‘h;
surplus from the Army and Navy estimates for 1904~5 covers oaly that up to the end of 1084, the
. surplus for the rest of the sl year, that is, {or the three months ending in March, 1905, being esti-

mated at 8,907,500 yn,

yen, some 50,920,000 yen in 19g04—5 and some 75,660,000 yen
in 1905-6. The figure would swell to more than 135,570,000
yen if the surplus of the Army and Navy expenses for the
remaining three months of the fiscal year 1904—5 were added.
Thus a part of the war funds was raised by the retrenchments

of expenditure on the one hand and by the increase in the
revenue on the other,



TabLe A.—Issurs oF ForeiGn Loan Bowps, 1904 AND 1905

SR
Net re- . .
; Commis. Term of .
Tasue Date| Amount | Price “ﬁ“?:rgf sion to ]“::{:“ Security redemp-| Denomi-
gmm bankers tion
. . 1904 £ £ s | £ s £ 5 | Percemt
First 6 per cent. . ... May | 10,000,000 | 93 10 go 3 10 6 Customs revenue | 7 yrs. .‘EIEO and
200
Second 6 per cent. . .| Nov. | 12,000,000 | g0 10 86 10 315 & Customs revenue | 7 yrs. £120 and
: 200
. 1905
Third 6 per cent. .. .| Mar.| 30,000,000 | g0 86 15 358 41 Profits tobacco 20 yrs, | £100,

;o monopoly £200
and
£500

Second 44 percent. ..| July | 30,000,000 [ go 86 15 35 4% Profits tobacco 20 yrs. | £20, £100
monopoly e;:nd
200

¥6
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‘TABLE B.~DIFFERENCE BETWERN ESTIMATES AND RECEIFTS FROM TAXES, 1904-1007%

Amount estimated

Amount realized

Year and kind of tax Difference
Firat Second First Secondd
‘increase | increase Total increase | increase Total
1904-5 Yen Yen Yen Yen Ven Yen ¥Yen
Land...oovviiiannnonaaann 23,936,213 23,036,213 | 23,803,145 23,803,145 | — 43,068
Ineome. .. ..oovviureeeerinnns 5287518 5,287,315 | 5,660,029 . 5,600,120 | 4+ 372,814
Business.................... 5,036,199 5,036,199 | 5,154,600 . 5,154,600 | 4+ 118,410
Mining. . .,....cooeevevniins 79,115 79115 86,484 . 86484 | +  7.369
Patent medicine. . .. ..coonvnn .
Succession, . ....... 000000, . :
Total......ooviiannnn. 34,338,842 34,338,842 | 34,794,367 34,794,367 | + 455,525
1905~
Land.........ccoviivnnninn 28,549,736 | 18,640,678 | 47,190,414 | 27,882,302 | 18,366,809 | 46,249,201 | — 041,213
Incqrne ..................... 5,266,641 | 5,286,461 | 10,553,003 | 6,615,581 | 6,704,236 | 13,509,817 | 2,856,714
Business. . ..., 5083016 [ 5809007 | 10892003 | 5,250,834 | 6,013,983 | 11,273,817 | + 281,794
MinIng. .. .vovivinnncniiiass 91,276 | 1,380,586 | 1,408,862 §7,013 658,744 755,756 | — Y23,106
Patent medicine. ............ 89,279 Bo,a79 v 74,855 74855 | — 14,624
BUCCEEBION. .o e v i 4,399,506 | 4,309,506 620,684 629,684 | 3,679,912
Total......ovieniin, 38,990,669 | 35,524,608 | 74,515,277 | 39,854,730 | 32,528,201 | 72,302,920 | —2,122,347
1906~7
Land.......covvvvvvvnnnnnnn 28,549,736 | 21,700,372 | 50,250,108 | 28,278,262 | 21,624,720 | 49,920,082 | ~ 320,126
Income..........c..coovhins 5,266,641 | 5,286,462 | 10,553,103 | 7471974 | 7975176 | 15,447,150 | 44,504,047
Business. . .................. 5,083,016 | 5,800,007 | 10,802,023 | 5,53%.477 | 6,328,700 | 11,867,276 | + 975,253
Mining., .. ....oovviinnanin, 91,276 876,667 967,943 99,791 613,201 712,901 | — 254,952
Patent medicine............. ceen 89,279 89,279 Ve Bo,868 80,868 | — WAL
Succession. ... .. .oviiiu.., 2,426,434 | 2,426,434 1,450,656 | 1,460,656 | — 965778
Total.......ccvvvvvuan.. 38,000,660 | 36,188,221 | 75,178,800 | 41,388,504 | 38,101,420 | 79,489,923 | +4,311,033

* The figures relating to the shooting license duty will be found later among the receipts from stamps,
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TaBLg C.~~DIFFERENCE BETWEEN ESTIMATES AND RECKIPTS FROM INDIRECT TAXES,
FiscaL YEARS 19041907

Amount estimated

Amount received

Date and kind of tax Difference
First Second Firsr Second .
estimate estimate Total income income Total
1904~5 Yen Yen Yen Yen Yen Yen Yen

Taxon sake............ 183,882 Ciee 183,882 182,205 . 182,205 | — 1,677
Consumption tax on sugar | 8,212,382 8212 482 1,936,763 1,036,763 | — 6,275,610
Tax On 60Y. ... .vvvevs-- 1,138,952 1,138,952 1,383,811 1,383,811 [ — 244,859
Consumption tax on

woolens: ............ 2,138,661 2,138,661 4,423,766 4,423,766 | + 2,283,105
Consumption tax on pe- '

treleom. .. ... L, 1,238,599 1,238,599 1,682,083 1,882,083 | 4+ 644,384
Profit from tobacco mo-

ROPOLY. v vwareeenn 8,466,285 8,466,285 | 8,929,793 8,929,793 | 1 463,508
Customs receipts.. . ..... 2,330,633 2,330.633 | 2,413,999 2,413,999 | + 83,366

Total. ..........., 43,709,394 23,709,394 | 21,753,320 21,153,320 | ~— 2,556,074

o6
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1905-6
'[satx onsake. ... ... ...

Consumption tax on sugar
Taxonsoy............
Consumption tax on tex-

tilea. ... vuinin
Profit from tobacco mo-

nopoly..............
Revenue from salt mo-

nopoly. .............,
Taxonsealt............
Customs receipts. . . .. ..

19067

Taxon sake. . ..........
Consumption tax on sugar
Tax o s0y. . .v. vy
Consumption tax on

woolena, . ...........
Profit from tobacco mo-

nopoly...............
Revenue from salt mo-

nopoly .. ...l
Customs receipts. .. ....

1,978,313 | 2,632,660 | 4,610,973 1,707.168 | 4773977 | 6.481,148 [ 4 1,870,172
1.376,505 | 2,400,104 | 9,776,699 5,402,851 1,303,581 6,706,131 § ~ 3,070,568
1,632,012 1,632,012 1,716,753 L716,753 |+ 847
2,183,602 2,183,602 | 5,261,860 58,030 | 5,319,809 | -+ 3.136,297
14,440,787 14,440,787 | 15,157,888 15,157,888 | 4+ 717,508
16,239,667 | 16,239,667 11,908,012 | 11,008,012 | — 4,241,655

481,359 481,359 | -+ 481,359
$,610,368 | 2,687,626 | 8,207004 | 5.502,740 | 6,670,644 | 12,174,384 | + 3,876,390
33,221,677 | 23,960,087 | 57,181,734 | 24,748,060 | 25.286,303 | 60,0385.57% | + 2855837
1,978,313 | 2,837,067 | 4815380 | 2,102,841 6,173,423 | 8,276,264 | 4 3,460,884
7,376,595 | 2,400,104 | 9,776,600 | 6,926,206 | 3,071,085 | 9.997.351 | + 220652
1632012 1,632,012 1,717,959 1,717.959 | -+ 85,947
3,260,333 3:260,333 5036,716 5,036,716 | + 1,776,383
14,440,787 14,440,787 14,679,794 14,679,794 | + 239,007
26,274,831 | 26,274 831 caas 23,227,961 [ 23,227,961 | — 3,046,870
5.610,368 | 4,778,001 | 10,388,369 6,796,613 | ro98s,100 [ 17,781,713 | 4+ 7,393, 44
34,298,408 | 36,290,003 | 70,588,41¢ | 37,260,180 | 43,457,560 | 80,717,758 | -+10,120.347

» The above figures are based on the Report on the Exivaordinary Military BExpendiiures, issned by the Finance Department,
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TasLe D(1).—ReveNue For tee FiscaL YEAR 1004-1905

Estimated Actual
Kind of tax First Second Total First Second Total Difference
collection | collection collection | collection o
Yen Yen Yen Yen Yen Yen Yen
Exchange duties. . ........ 532,846 532,846 232,682 e 232,682 - 300,164
Other duties and taxes: .
Registration duties. ,.... 1,654,814 1,654,814
Registration duties not in-
cludedintheextraordi-
nary special taxation 352,463 352,463
Total................ 2,007,277 2,007,277
Fees:
Stamp duties on civil cases 547,098 547,098
Stamp duties on commer-
cial litigation. .,.... 13,377 13,277 2,077,767 2,977,767 — 643,030
Feea for verified copies of .
land register.. ......| ‘Yip014 119,014
Total.......oonvnns 679,389 679,389
Other duties:
License-fees for shooting. 123,782 133,782
Part of sugar consumption
BAXES. . oovvrarars 810,349 . B10,349
Total................ 934,131 934,131 |
Grand total, ... ...o00 | 4,753,643 4,153,643 | 3,210,449 5210449 | —043,194

» Stamyp revenue.
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TABLE D{2).—REVENUE FoRr TBE FiscAL YEAR 1905~14906
B bbb v b bbb T T b e Ll e S A i e

Estimated Actual
|
Kind of tax Difference
First Second First Second
collection | collection Total collection | collection Total
Yen Yen Ven Yen Yen Yen Yen
Exchange duties. .. ....... 471,003 432,566 904,459 560,276 560,272 1,120,548 | + 216,079
Transit duties. ... ........ e 3,188,180 3,188,180 cees 2,211,869 2,211,860 | — 976,311
Othier duties and taxes:
Registration duties. .. ... 1,654,814 699,174 2,353,588
Registration duties not in-
cluded inthelextraordi~ ¢
f special taxation 352,463 vane 52,403
Stam;rt{utgt.: .......... e 1,181,466 I.?Bx:q,ﬁﬁ
Total..........00ven. 2,007,277 1,880,640 3,887,917
Fees: .
Stamp duties on civil cases 547,008 547,008
Stamp duties on commer-
cial litigation. . ... .. 13,277 13,277
Feea for verified copies of
land register........| 119,014 119,014 |t 2,558,030% 15,772,909 | 18,330,039 | +3.449,576
Stamp duties on adminis-
trative litigation,, . .. 5,058 5,058
Fees with regard to mining 212,808 212,808
Total.....o0uvrvinnns 679,389 217,866 807,225
Other duties:
License-fees for shooting. 123,782 292,771 426,553
Part of sugar consumption
1axes. . .u.vivnnns 1,047,527 35,249 1,372,716
Consumption taxes on tex-
tilesotherthan woolen
fabrica............. 8,306,862 8,306,862
Total,....ovouvuunn, | 171,309 8,924,882 | 10,006,101
Grand total.......... 4,320,878 | 14,644,134 | 18,074,012 3,118,306 | 18,545,050 | 21,663,356 | +2,689,344

& Stamp revenye.
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TapLe D(3).—ReveNve For THE FiscaL YEAR 1906-1g07

Estimated Actual :
Kind of tax . . Difference
First Second First Second
collection | collection Total collection | collection Total
Yen Yen Yen Yen Yen Yen Yen
Exchange duties. . ........ 471,903 471,891 943,794 | 1169958 | 1,160,058 | . 2,330,915 | + 1,396,121
Transit duties. ........... e 2,120,992 2,120,992 B 2,463,900 2,463,000 [ 4+ 342,908
Other duties and taxes:
Registration duties. .. ... 1,654,814 699,174 | 2,353,988
Registration duties not in-
cluded in the extracr-
dinary special taxa- 6
140+ ; D 352,453 352,463
Stamp duties. . ......... o X, 181,466 1,181,166
Tetal.............00. 2,007,277 1,880,690 | 3,887,017
Fees:
Stamp duties on commer-
cial litigation. . ..... 13,277 13,277
Stamp duties on civil cases 547,098 547,008
Fees l;oii verified copies of
nd register........ 119,014 119,014 b
Stamp duties on adminie. ¥ 9 | 3,021,364" 16,806,573 | 19,827,937 | -+ 6,153,617
trative litigation . . . . 5,058 5,058
Fees with regard to mining 283,744 283,744
Total............en0s 679,387 288,803 068,191
Other duties:
Shooting-license fees. . , .. 123,782 292,771 426,553
Part of sugar consumption
taxea._ ............. 1,047,527 325,349 1,372,776
Consumption taxes on tex-
tiles other than wool-
en fabrics. ......... 7,028,883 7,028,883
Total................ 1,171,309 7,646,901 8,818,212
Grand total. . .. ......| 4,320,878 | 12,409,228 16,739,106 4,190,322 | 20,440,431 | 24,631,752 | + 7,802,646

s This table is complled from the Report on sthe Exivaordinary Mimur;v

Report on the Finances of the Russo-Japoness Way,

Expenditures, aud the details of the estimated revenye are compiled from the
[ revenue.

001
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TABLE E.—IKCREASED REVENUE, 1904-1G07*

Estimated increase

Actual increase

Year and kind of tax Fi Second Firet Second Difference
. irst COn irs 01
collection | collection Total collection | collection Total
¥904-5 Yen Yen Yen Yen Yen Yen Yen
Du'gct taxes, ....oovonu 34,338,842 PR 34,338,842 | 34,704,367 . 34,794,367 | + 455,525
Indirect taxes.......... 23,799,394 23,709,394 | 31,153,320 vene 21,513,320 | ~ 2,556,074
Commumtntlon taxes and ' .
stamp revenue. ... .. 4,153,643 . 4,553,643 | 3230449 3230449 | — 933,194
Total...........c0n 62,201,879 62,201,879 | 59,178,138 59,178,138 | — 3,023,741
1905-6
Direct taxes. ...........| 38,000,669 | 35,524,608 | 74,515,277 | 39.854,730 | 32,538,201 (. 72,302,920 | — 32,122,347
Indirect taxes.......... 33,221,677 | 23,960,087 | 57,181,734 | 34,749,969 | 25,286,603 | Go035,57% | -+ 2,883,837
Communication taxes and ‘ . |
stamp revenue...... 4,329,878 | 14,644,134 | 18,974,012 | 3,118,306 | 18,545,050 | 21,663,356 | 4 2,689,344
Total......vveinenn. 76,542,224 | 74,128,799 | 150,671,023 | 77,722,004 | 76,360,855 | 154,001,859 | + 3,420,836
1906-7 '
Direct taxes. ........... 38,990,669 | 36,188,221 | v5,178,800 | 41,388,504 | 38,101,420 | 79,489,023 | 4+ 4,311,033
Indirect taxes. .. .. veser | 34,298,408 | 36,290,003 | 70,588,411 | 37,260,080 | 43,487,569 | Boyr7,758 | 10,020,347
Communication taxes and .
stamp révenue,..... 4,329,878 | 12,400,228 | 16,719,106 | 4,101,322 | 20,440,431 | 24,031,752 | + 7,892,646
Total.......vovevvne.| 77618055 | 84,887,452 | 162,506,407 | 82,840,014 | 101,900,420 | 184,830,433 | 22,333,026

* The escond increase of taxation collected in the fecnl year rgo4~5 woa 1,390,208 yorr, but the figure i excluded from the above table.
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CHAPTER 1V

MEANS ADOPTED TO FILL TEMPORARY DEFICITS
IN THE FUNDS FOR WAR EXPENDITURES

We have dealt with the war expenditures and their
resources, separately and statically, in the two preceding
chapters. If we now consider the dynamic relation between
these, we shall find that deficits in the revenue of war funds
from the sources selected were neither mfrequent nor incon-
siderable, and that occasionally there was a considerable
amount of excess in the disbursement of war expenditures
demanded by the exigencies of the war. To supply temporary
deficits in the funds for war expenditures, items of revenues to
the Treasury other than war funds were temporarily appro-
priated, exchequer bonds were issued, temporary loans were
made from the Bank of Japan, and war”tickets payable at
sight were issued, all limited to such an extent as to be redeem-
able with the revenue of war funds. As already stated, the
war expenditures consisted of extraordinary military expenses
and extraordinary affairs expenses. The latter were treated
as part of the ordinary expenditure in the general accounts
and the amount was also comparatively small; therefore this
item is left out for our present purpose. Of the extraordi-
nary military expenses, we shall consider those below the dy-
namic condition of revenue and expenditure and the various
means adopted to fill the temporary gaps between the two,
these forming the main part of the war costs.

As is evident from what has already been stated in previous
chapters, the funds raised to meet the extraordinary military
expenses were composed of receipts from loans, funds trans-
ferred from the general accounts consisting almost entirely of
revenues from the tax increase, etc., and funds from the special
accounts, contributions to war funds, and others. To show
the general results of revenues from these sources, we give
below the receipts for every six months:
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MEANS ADOPTED TO FILL DEFICITS 103

ReveENUE 170 MEET ExTRAcRnINARY MiLiTaRY EXPENSES

ipi: Femd from L
Period o, [ fermd It | Punds 20 Otbers Total
accounts accounts
Frwn ¥Yeu Yon Foex b4 ]

Oct—Dec., 2003-. . ..... P P  aewa
an.-Jupe, 1964 ...... 78,713.472 feae 15,000,000 | 1.477.331 95,192,052
uly-Dec, 2904 .. .. .. 180,552,418 | 31.028.848 1 18,742,106 782,163 231,104,535
AT ~JUDE, IP05.. ... 474,740,808 32.401,283 | 17,000,000 2,126,242 526,274,420
Juiy-Dec., 1905........ 371.430.004 | 735.355.184 | 18.560.871 | 3.4¥7.231 487,772,280
Jan-Iane, 1906, . ... . 138,057,067 | 43.644.816 [ 17.375.140 199,827.930
Juby—Dec., zo06.. ... ... 160,824,190 . . 13,882,908 185.695.186
Jan-}July, 1907........ 5.415.285 e cane 16,739,568 56,145,853
Total.............] 1418735220 | B82.430.120 | 60311077 | 50.738.921 | 1.721.212,256

The disbursements of the military expenses of over 1,283,-
000,000 yen and the naval expenses of over 225,000,000
wyen, totaling over 1,508,000,000 yen, were made as follows:

MILITARY AND NAval DISBURSEMENTS, 1903—I007

Period Military Nawval Total

¥Yen ¥Yen ¥en
October-December, 1803 . .- .. .. vrae 16,011,320 16,011,320
Jansary—Jane, 1004 . ... ..... ... £32,718,831 | 31,937,375 144,056,206
Juiy-December, 1904........... 300,230,120 | 38,852,902 339,003,022
iannsryb}une. 32 TN 365,506,930 | 43,020,254 | 408,527,184
viy—December, ¥905........... 250,424,007 | 45,276,648 295,700,855
~ January—Jume, 1906 .. ... ... .. 78,280,134 | 28,224,617 106,504,751
July-December, 1906. . ......... 137,593,604 | 14.352.930 | 151,946,534
January-June, 1907 .. .......... 39,154.43L 7.478,437 46,632,868
Total. .. ........ ... ... 1,283,318,056 | 225,154,482 | 1,508,472,538

From the beginning of the war to the conclusion of the
tmportant battles, the total of disbursements at the end of
reguiar periods always exceeded ‘the total of revenues, the
deficit varying from over 16,000,000 yen to over 172,000,000
yen. However, after the conclusion of the important battles,
the total of revenues always exceeded the disbursements.
The relations between revenue and expenditure are shown in
the table at the top of the following page.

But the revenues of war funds in the table represent
the nominal figures to the credit of the Treasury, includ-
ing that amount which could not at once be used at home.



I'04 EXPENDITURES OF THE RUSSD—JAPANESE WAR
VARIATION IN REVENUE aND DISBURSEMENTS oF War Fuwbs, 1903-1007
Bate Revenue Disbursements Balance
¥en ¥en Yen

December, 1903. .. ........... e 16,011,320 | — 16,011,320
ugne, I904. ... il vaian 05,102,052 160,067,526 | ~~ 84,875,474
ecember, 1904, .. .. ......... 326,296,587 499,160,548 | —172,863,061
une, I905. .. oot enan . 853,571,007 907,687,731 | — 355,119,724
cember, 1905. .. .. ... ..... £,320,343,287 | 1,203,388,388 | +1:16,854.000
une, 1906. .. ... ... ... 1,519,371,217 | 1,300.803,136 | +209,478.080
ber, 1906. ... ....... 1,705,066.403 | I1.461,839,670 | +243,226,733
July, 3+ 7 S 1,721,212,256 | 1,508,472,538 | +212,739,718

Consequently, the amount of deficit in the table is much
smaller than it really was. At the end of each regular period
the total of actual deficits in the war funds and the amount of
funds from various sources applied to fill these deficits were
as follows:

MEzans or Friring TEMPoRARY DEFICITS

Amount trans-
Dat Deficits in ferred from Exchequer | Tempeorary War
& war expenses | other accounts bends loans tickets s
in Treasury

Tex " ¥em ¥en Fox ¥en

Dec. 31, 1903 . .. < b et . 16,011,320 9,613,320 - 7,800,000 vaan
une 30, 1904, .. ... ..., 54.875.474 20,811,908 35,500,000 8,563,568
eC. 38, 1904, . ... aunus 172,863,001 21,254.133 . 93,000,000 s9.505. 827
une 36, 1808, . ... 0. - 190,519,023 58,131,023 35,000,000 $.00G.000 88,388 000
6C. 31, 1805 .0 uvuvu. 222,207,451 135,883,925 103,000,000 | 34,000,000 | 72.323.528
une 30, 1606, .., .. ... 29,976.747 aeaa 115,200,000 [ 18,350,237
e 32, ER08. ... ... 5918700 . 48,200,000 16,774,108
Juneze. zoo7. .. ... ... 31,232,511 . s 7647503

= The war tickets represent the figares excluding the amount redeemed,

During the six months ending December, 1906, the amount
of revenue for the war funds exceeded the amount of the war
expenditure, but in other months the war revenue was always
short of the required sums. The monthly deficit was more
than 10,000,000 yer from August, 1904, to April, 1906,
and the maximum of deficit exceeded 200,000,000 yen. To
fill up this temporary deficit, the government resorted to
various measures: the transfer from one item to another in
the revenue to the Treasury, the flotation of exchequer bonds,
the incurring of temporary loans in the form of circulating
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bonds, and the issue of war tickets. The first mentioned of
these measures was carried on from the outset of the war
until December, 1906, the largest amount at any transferred
month end being 63,000,000 ven. The exchequer bonds
issued from February, 1904, to the end of the war amounted
to from 10,000,000 yen to 115,200,000 yen monthly, the
amount ranging between 30,000,000 yen and 40,000,000 vexn a
month in most cases. The temporary loans raised from
December, 1903, to May, 1906, amounted to from 4,000,000
yen to 92,000,000 yen monthly, generally amounting to about
40,000,000 yen. The war tickets were first put into circula-
tion in Fehruary, 1904, the largest amount of their monthly
circulation being 96,000,000 yen. The monthly circulation
of these tickets generally amounted to from 50,000,000 yen
10 90,000,000 yen, rarely below 10,000,000 yen.

The war tickets were'not different from the exchequer bonds
or from temporary loans, in that they were all intended to fill
up the temporary deficits in the Treasury revenue; but in real
object these tickets were materially different from those cir-
culating notes. The objects of the issue of war tickets were,
on the one hand, to put off specie payment at home, so that

—the government could pay a large amount in specie to foreign
countries, and, on the other hand, to facilitate the payment
of war expenses at the Korean and Manchurian fronts. The
government was thus able to maintain the specie reserve at
home and to make use of that amount of funds which was paid
in war tickets, free of interest. The war tickets were of the
mnature of promissory notes payable at sight, to be exchanged
for Japanese 1 yem silver coins circulating in the regions
where the tickets were used. These tickets had six denomi-
nations of 10, 5, and 1 yen; 50, 20, and 10 sen. The following
measures were taken by the government to augment the
credit and to increase the circulation of the war tickets: (1)
The exchange of war tickets for Japanese silver coins was
made at the military cash office and Treasury branch offices
in Manchuria and Chosen; and the Yokohama Specie Bank
branch at Tiehling and Newchwang bought from time to time
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those tickets at the current price. (2) The branches and sub-
branches of the Yokchama Specie Bank and the Dai Ichi
Ginko (First Bank) in Manchuria accepted the tickets for
remittance of money to Japan or to Chinese ports having
commercial relations with Manchuria. (3) The branches of
the Yokohama Specie Bank and the Dai Ichi Ginko in Man-
churia and the Specie Bank branch and subbranch at Tien-
tsin and Chefoo accepted the tickets for deposits of money. (4)
The tickets were accepted for payment of taxes, etc., by our
field post offices in Manchuria and our post offices in North
China and Korea, and also by our military administration
office and the Chinese local authorities, and were issued as
allowances to our troops and civilians at the front. (5) The
tickets were exchanged for current coins at the current price
of Japanese silver coins, at designated cash offices at home
and at Treasury branches in Manchuria and Korea, for the
benefit of those who wanted to use current coins in Japan or
mn Korea.

At first the war tickets were not in ready circulation in
Manchuria, but the repeated victories of the Japanese Army
i Manchuria ensured the success of the measures taken by
the Japanese authorities, so that these tickets practically
became legal tender in Manchuria. The total of the war
expenses paid in war tickets from the beginning of the war
{December, 1903) to July, 1906, amounted to 206,398,813 yen,
out of which 191,145,455 ven were redeemed and the balance
of 15,253,358 yen remained unredeemed. This meant that
the government utilized without interest a large amount of
capital and economized the payment in cash to the amount
of the unredeemed tickets. The adjustment of these unre-
deemed tickets was entrusted, after the war, to the Yokohama
Specie Bank, which also took over the business for the amount
of tickets that had not been redeemed by the end of July,
1906. To accomplish the purpose the Specie Bank issued
promissory notes payable at sight as substitutes for the war
tickets, and thus gradually effected the redemption of the war
tickets.



CHAPTER V
CONCLUSION

The expenditures of the Russo-Japanese War consisted of
1,508,470,000 yen for war-time military expenses and 221,580,-
000 yen for war-time administrative expenses, making a total
of 1,730,050,000 yen. These actual defrayals, compared with
the estimates, may be tabulated as follows:

EXrENSE ESTIMATES AND DEFRAYALS, ETC.

‘War-time War-time

military administrative Total

expenses expenses

Pen ¥en ¥Yen

Estimates. . ................. 1,746,421,0%5 239,705,888 | 1,085,126,024
Settled accounts. ., .......... 1,508,472,538 221,581,606 | 1,730,054,144
Excess of estimates. .......... 237,048,458 18,124,282 256,072,780
Transferred to general account . 137,243,733 ceen 137,243,733
Notwsed.................... 100,768,765 18,124,282 118,825,047

As seen from the above table, the estimates for the war
expenditures under the special accounts for the extraordinary
military expenses exceeded the settled accounts by 237,940,000
yen, of which the sum of- 137,240,000 yen was transferred to
the general accounts and the sum of 100,700,000 yen was not
used at ail. The estimates for war-time administrative
expenses under the general accounts exceeded the settled
accounts by 18,120,000 yen, the amount that was not used at
all.

The items of revenue taken into the special accounts as
funds for the war expenditures were, among various sources
of imcome described in Chapter III, the subscriptions for
public loans (not inchuding, of course, the revenue from the
tobacco monopoly and from the exchequer bonds), contribu-
tions to the war funds, income from sale of government prop-
erty, revenue from transportation services, special revenues,

167
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all miscellaneous revenues, revenue from tax increases, the
main portion of the special account funds, and a part of the
surplus of the annual accounts. The total revenue for the war
expenditures amounted to 1,721,210,000 yen, a decrease of
235,200,000 yen as compared with the estimates.

REvENUES®
Estimates rﬁfr::?xle Difference
.. Yen Yen Yen

Subscription for public Ioans. .. .| 1,402.421,036 | 1,418,731,229 | —73,689,807
Increase of taxes, ete.. ........ . 181,201,879 178,178,138 | — 3,023.741
Surplus of the annual accounts. . 7,798,121 4,251,901 | — 3,548,130
Funds for special accounts.. .. .. 63,000,000 60,311,977 | + 6,311,977
Contributions for war funds, etc. 2,000,000 50,738,921 | 448,738,931
Total........c.onvvuvnns. 1,746,421,036 | 1,721,212,256 | —25,208,780

& The revenue from tax incresses, etc.. together with the sarplug of the annual accounts, was
taken inte the special accounts of the extrsordinsry military expenses, indirectly through the gen-
eral aceounts, whereas the reventea from other sources were taken in directly. The income from
tax increases, etc., consisted of the whole income of the fiscal year 1904~5, amounting to 59,170,000
wen, and part of the income of the fiscal year 1po5—6, amounting t0 119,000,000 3o,

As funds for war-time administrative expenses there were
counted the surplus of the annual accounts, amounting to
140,580,000 yen, the income from tax increases, etc., amount-
ing to 31,670,000 yen, the fund of the special accounts, amount-
ing to 4,250,000 yen, and the revenue from national loans of
63,190,000 yen, aggregating 239,700,000 yen. Qut of this
amount, the income from tax increases, etc., and the surplus
of the annual accounts greatly increased, so that the revenue
from the national loans remained untouched, except a certain
amount paid by the government to the tobacce manufacturers
in exchequer bonds for grants, for compensations, and for
purchasing goods, as a part of the initial expenses for the to-
baccomenopoly. The funds actually paid for war-time admin-
istrative expenses, therefore, consisted of the fund for the
special accounts to the amount of 4,257,804 yen, the exchequer
bonds for starting the tobacco monopoly, amounting to 12,-
310,500 vem, and the tax increases, etc., and the surplus of
the annual accounts, amounting to 205,013,212 yen.
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As for the income and expenditure in the special accounts
of the extraordinary military expenses, the expenditure for
war-time military expenses amounted to 1,508,470,000 yen
as against 1,721,210,000 ¥en in income, the balance in favor
of income being 212,739,718 yen., This excess was trans-
ferred to the annual income of the general accounts, of which
137,240,000 yen was transferred as source for the extraordi-
nary military expenses transferred to the general accountg, as
stated already.



PART 11

ECONOMIC EFFECTS OF THE
RUSSO-JAPANESE WAR



CHAPTER 1
INTRODUCTION

The Russo-Japanese War was the greatest war that Japan
has ever waged. If, in the military sense, she attained nearly
all for which she fought, she suffered a most severe blow in
every sphere of her social activity. In the economic feld
in particular the war consumed an enormous amount of capi-
tal, and necessitated the withdrawal of a large number of able-
bodied men from productive employment. There was,
indeed, not a single economic project or enterprise that was
not affected by the exigencies of the war. We have now to
counsider the extent of this economic blow, and also the extent
to which the nation succeeded in repairing the injury.

The economic strain came principally from two different
directions., On the one hand, the war cost Japan nearly 1,700,-
000,000 yen. It was inevitable that this sudden increase of
her fiscal burden should throw her national finance into a
state of dislocation. Domestic funds were absorbed in the
form of public loans and taxes, while a large amount of capital

“was newly imported from foreign countries, thereby produc-
ing important changes in the industrial world. On the other
hand, the war withdrew about a million workers from domes-
tic industries. The Japanese troops at the front were reck-
oned at some 800,000, but it may safely be assumed that the
number that actually took the field was far above this figure,
for any diminution in the fighting strength on account of
casualties and sickness had to-be constantly filled up. When
several hundred thousand combatants and noncombatants
in the rear service are added, the number of men who took
part directly or indirectly in the war will come up nearly to
2,000,000. In Japan, at the outbreak of the war, there were
not more than 10,000,000 males employed in production who
led independent lives and supported their families by the
fruits of their labor. Out of this productive population of

9 113
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10,000,000, or the economic backbone of the nation, some
2,000,000 were drafted and put in the war service. It iseasy
to see that this had a most far-reaching effect upon our eco-
nomic world. Besides, various organs of communication were
put to military uses, which was also a blow to industries.
However, the two causes above mentioned were the most
important of all. They affected practically every branch of
‘national economy by their complication, interplay, and com-
bination. The question before us, therefore, is to trace the
influence of these two factors. It has to be observed that,
though the disbursement of war expenditures and the with-
drawal of productive labor acted conjointly, there were cases
where either one or the other was of particular importance.
Consequently, we may divide our study into two departments,
1i.e., the cases where the effect of war expenses was the domi-
nant influence, and the cases where the effect of the enlistment
of labor was comparatively more serious. What effect had
the war on the national finance? What changes did the war
produce in monetary circulation? Such gquestions belong to
the former department, while we may mention the effects of
war upon various industries as belonging to the latter. What
blow did the war deal to primary industries? What were the
direction and extent of the changes produced in trade and
industry? What was the extent of the pressure upon the
communication service, intensified by the appropriation of
communication facilities for war purposes, which was counted
as a sybsidiary cause of the changes?  Besides these two sets
of questions, we may consider what effects the war had on
the general life of the people. Thus, the subject-matter of
our inquiry is divided into three departments: (1) the effects
on public finance and monetary circulation; (2) the effects
on primitive industries, developed industries, trade, and com-
munication service; (3) thé effects on the general life of the
people. A
We shall consider in the following chapters the consequences
of the war in the three departments above outlined. We
purpose studying the extent of the blow dealt by the war to

i
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the activities of each department, as well as the extent of the
development the nation attained in her economic life in spite
of this blow. The whole question can be synthetically an-
swered only when each particular question has been consid-
ered. We shall begin with the inquiries into the effects of
the war on public finance. ‘



CHAPTER 1II
EFFECTS ON PUBLIC FINANCE

GENERAL REMARKS

The effects of the Russo-Japanese War on public finance
may be viewed in two aspects: the changes brought about in
the general finance of the Treasury on account of the raising
of war expenditures, and the determination of the sources of
revenue for these expenditures. As already stated, the cost
of the war aggregated 1,730,000,000 yen, including the war-
time military expenditures of 1,508,000,000 yexn disbursed in
four fiscal years from 1903—4 to 1906—7 and the war-time admin-
istrative expenditures of 221,000,000 yen defrayed in five
years from 1903—4 to 1907-8. Of the sources supplying the
war expenditures, those which met the military expenditures
consisted of 1,418,000,000 yen from public loans, 178,000,000
yen from the increases of taxation, etc., and 124,000,000 yen
from the funds of special accounts, receipts from sales of
public property, and other items of revenue. The admin-
istrative expenditures were met by incomes from the in-
creases of taxation, etc., surpluses from the annual accounts
of the Treasury, and accommodations from special accounts.

During the war finance period comprising the four fiscal
years from 1903—4 to 1906—7, the financial resources of the
nation were entirely mobilized for the war, with the result that,
while ordinary expenditures not connected with the war
showed a considerable decrease, the war expenditures and
the increase of disbursements for various government indus-
tries connected with the war made the expenditures in our
public finance expand at a bound to more than ten times their
pre-war amounts. The large public loans raised to finance
the war after its outbreak caused a sudden rise in the public
debt expenses, particularly in the payment of interest and
principal of public bonds. The amount of pensions for mili-

16
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tary and naval men who served in the war suddenly swelled
the expenditures for pensions. Such increases in expenditures
became a heavy burden en our national finance for a consider-
able time, hampering the execution of various new enterprises
which necessarily followed the termination of the war. After
the war, new expenditures were required for the country's
outward expansion, 7.£., for the maintenance and develop-
ment of the rights and interests acquired in Manchuria and
Korea as the result of the war, as well as for the administra-
tion and development of the southern half of Saghalien
(Karafuto), which now became Japan's possession. Con-
siderable cutlay was also demanded for internal reconstruc-
tion and development, i.e., for the resumption of the under-
takings suspended on account of the war, as well as for other
enterprises which became necessary after thewar. On inquir-
ing into the sources that supplied these expenditures, as we
have already noted, the greater part of the war expenditures
was supplied by public loans, the rest being paid out of the
general revenue from increased taxation and the retrenchment
of ordinary expenditures and other seurces, while to meet the
increase in the expenditures for public debt and pensions,

_which was a direct result of the war, the war taxes which were
to be abolished at the end of the year after the war were
retained. The expenses for various new enterprises started
after the war were raised for the most part by loans.
Moreover, the expansion of expenditures after the war neces-
sitated, besides the continuance of the war taxes, the enforce-
‘ment of a further increase of taxation.

ExpansioN OF EXPENDITURES

The Russo-Japanese War marked a tuming-point in the
public finance of Japan. Looking over the annual expendi-
tures {including special accounts), we find that the figures
after the war amounted to several times those before the war.
The annual expenditures before the war {1900—3) were about
330,000,000 yem, comprising 220,000,000 yer for ordinary
expenditures and 100,000,000 yen for extraordinary expendi-



I18 ECONOMIC EFFECTS OF THE RUSSO-JAPANESE WAR

tures. During the war finance period, on the contrary, the
annual expenditures showed a reduction in ordinary expendi-
tures, but a pronounced expansion in expenditures for war and
for government industries connected with the war. As a re-
sult, the ordinary expenditures during the war varied between
230,000,000 yer and 475,000,000 yen, rather a fall compared
with the pre-war figures, while the extraordinary expendi-
tures totaled from 239,000,000 ven to 832,000,000 yen. Thus,
the aggregates of ordinary and extraordinary expenditures
ranged from 484,000,000 yen to 1,062,000,000 yen. But
after the war, while the national finance gradually returned
to its normal conditions, the execution of the after-war pro-
gramrequired fresh expenditures, so that the ordinary expend-
itures rose to some 600,000,000 yen and the extraordinary
expenditures to about 200,000,000 ¥ex, aggregating 800,000,-
000 ven. This was two or three times the amount of annual
expenditures before the war.t
It will thus be seen that the war changed the entire aspect
of Japan's public finance. Not only did the large sums of
war-time military and administrative expenditures swell the
annual disbursements to the utmost degree, but the increase
in the expenditures for military supplies and other govern-
ment industries necessary for the prosecution of war was also
a factor which contributed to the inflation of annual expend-
1 The main parts of our annual expenditures and revenues are treated in the
general accounts, besides which there are a aumber of special accounts, Conse-
quently, it is impossible to know the total amount of our annual expenditures and
revenues ualess we make up one resuitant account by adding together the amounts
of the §eneral and special accounts. The figures mentioned above represent the
total of the general and special accounts, so that these figures are difierent from
these of the gensral accounts which are ordinarily mentioned as representing
annual expenditures and revenues. If we examine the general accounts alone,
the ordinary expenditures before the war were about 160,000,000 ven and the
extraordinary expenditures some 120,000,000 yew, totaling 280,000,006 yen,
approximately. in the war finance period, the ordinary expenditures ranged
from 126,960,000 yen {1904-5) tc 339,050,000 yen (1906~7), while the extraordi-
nary expenditures ranged {rom 79,830,000 yen {1903—4) to 264,050,000 yen (1905~
6), aggregating from 249,590,000 yei (19034} to 464,270,000 yen [1906—7). The
war-time military expenditares are, of course, excluded from these figures of the
general accounts, though the war-time administrative expenditures are inciuded.
After the fiscal years mentioned above, the ordinary expenditures varied from
394,190,000 yes tO 409,240,000 yen and the extraordinary expenditures from

138,700,000 yen to 227,130,000 yen, the total ranging from 532,890,000 yeu to
636,350,000 yern,
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itures. Also the increased expenditures for public debt
and pensions constituted a considerable portion of the annual
expenditures for a long time after the war. We shall consider
in the following pages the changes in annual expenditures
brought about by the war, under the respective headings of
military expenditures, expenditures for iinancial affairs (pub-
lic debt expenses and others), administrative expenditures,
government industries expenditures, and colonial expenditures.

Military expenditures

War being the last resort by which the rise or fall of a state
in its international position is determined and the result of the
conflict controlling its destiny, victory must be secured at any
cost, even to the mobilizing of all the national resources, once
war is declared; for in the present condition of human life the
state is the most important factor for the attainment of the
peace and happiness of mankind. During war, therefore,
military expenditures must take precedence over all other
outlays, even to the sacrifice of the latter.

It has already been stated that of the war-time military
expenditures, amounting to 1,508,000,000 yen, the greater part,
- namely, 1,283,000,000 yen, was taken up by the expenses for
the Army, and that of the war-time administrative expenses
36,000,000 yen was the amount for the Army. The two items
totaled 1,319,000,000 yen, which represents the whole of the
war expenditures for the Army and was disbursed m five fiscal
years beginning with 1903—4. We shall make here, for the
sake of convenience, vearly divisions in the military expendi-
tures in order to compare the regular expenditures for the
Army with the war expenses for the Army, and to show the
changes in the total expenditures for the Army before, during,
and after the war. (See table at the top of the next page.)

The general trend of the total expenditures for the Army
before, during, and after the war will thus be understood from
the following table. In the pre-war days, the ordinary ex-
penses ranged from 36,000,000 yen to 39,000,000 yen and the
extraordinary expenses {from 10,000,000 yen to 38,000,000 yen,
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ArMy EXPENDITURES, 1900-1DI10%

Regular Army expenditures
War Granld
. . Extraor- eXpenses lota
Fiscal year | Ordinary dinary Total

Yen Fen Yen Yen Yen
IG00-1..... 36,123,892 | 38,714.309 | 74.838,201 e 74,838,201
I901—2.....| 37.433.911 | 20,047,860 | 58,381,780 . 58,381,780
1902-3..... 39:169,669 | 10,272,390 | 49.442,055 R 49,442,059
1903—4.....} 39.355.388 | 7,529,174 | 46,884,562 | 112,118,831 | 159,003.393
1904-5.....] 9066 3.022,042 | 12,088,510 | 665,747,050 | 677,835,560
19056.....1 B,535794 | 2.573.377 | IL109.171 | 328,704.141 | 339,813.312
16067, .... 38,372,794 | 2,369,321 40,742,614 | 204,468,626 | 245,211,240
1907-8..... 50,870,677 | 67,849,064 | 118,719,741 8,545,001 | 127,264,742
1908-9..,..| 68,723,209 | 74,365,825 | 143,080,124 caes 143,089,124
1909-10. .. .| 64,601,504 | 36, 564,497 106,166,001 s 106,166,001

& The regular expenditures for the Army in the above table represent the total of those expendi-
tures of the general accounts which cace under the control of the War Office, with the exception,
however, of the extm y-afaire connected with the Russo-Japanese War {part of the
war-time sztnnnut.raﬁve EXpenses), which is left gut, while the expenses for the Horse Admiﬂhtm
tion Bureau prior {6 1008—g are inclnded as transferred from under the Finance
fiscal years for the war-time military expenditures terminated with 1906~7, i£.. the end uf Séarch.
1907, but the payment was not concluded until the end of June. So in the above tabie the expendi-
tures for the tweive months ending In June each year are as the expenditures for one Sscal
yeaz, The grand total representa the aggregate of expenditures {or the Army.

totaling from 49,000,000 ¥en to 74,000,000 yen. This was
the normal level of expenditures for the Army, but a sudden
change occurred in the war finance period. The ordinary
expenses now fell to about 9,000,000 yen, and the extraor-
dinary expenses. to about 3,000,000 yen, totaling 12,000,000
vyen, approximately, while the war expenditures for the Army
ranged from 112,000,000 yen to 665,000,000 yen, bringing up
the grand total to large sums varying_from 139,000,000 yen
to 677,000,000 yen.

Next, the war expenditures for the Navy were 225,000,000
yen in the war-time military expenditures and 23,000,000 yen
in the war-time administrative expenditures, with the aggre-
gate of 250,000,000 yen. The relations of these figures to
the whole expenditures for the Navy are shown in the following
table.

The table indicates the general trend of the whole nawval
expenses. Before the war, the ordinary expenditures were
from 16,000,000 yen to 21,000,000 yen and the extraor-
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Navy EXPENDITURES, 1000-1910%

I21

Reguiar expenditures
War Grai:;i
expen to
Fiscal year | Ordinary E;i;r:ryor- Total ses
¥en ¥en ¥en Yen Yen
1900-1.......| 16,911,000 | 41,363,895 | 58,274,805 58,274,805
1901-2. ......| 19,484,953 | 24.494.375 | 43.979.328 43,979,328
1962—3......- 231,063,345 | 15,262,843 | 36,325,188 . 36,326,188
1903~4. - .. ... 21,530,237 | 14,566,630 | 36,006,867 | 47,965,685 | 84,066,552
19045, ...... 8,132,720 | 12,365.497 | 20,498,217 | 81,088,157 | 102,486,374
1995-6.... ... 12,332,139 | 11,030,754 § 23,362,803 | 73,550,312 | 96,913,205
1906~7. ... ...} 27,991,350 | 12,584,511 § 30,575,861 | 43,132,176 | 83,708,037
1907-8.......| 31,202,936 | 37.425.843 | 68,718,779 | 3.553.541 | 72,272,320
1908-g....... 34.347.700 | 37.230,748 | 71.578,448 71,578,348
1909-10. . .... 35,143,432 | 35,902,959 | 71,046,391 73,046,391

= The regular expenditures in this table represent the total of those expenditores of the general
muwﬁmﬁmundxthemnuoldt&eﬁawmﬁu with the exciusion, however, of the war-

time

‘The division of Sscal years for the war-time mﬂitarg cxpemht,m-es

fnrtbeNavyiﬂsbeeama&emfhenmemgasfmthewa:—umemihtaryexpe.a&nnm o the Army.,

dinary expenditures from 15,000,000 yen to 41,000,000 yen,
aggregating from 36,000,000 yen to 58,000,000 ves, which was
the normal level of naval expenditures.
itures for the Navy in the war finance period fell to an
average of over 10,000,000 yen in ordinary expenditures and to
-over 12,000,000 yen in extraordinary expenditures, being
;000 yen approximately. But
the war expenses for the Navy rose to sums varying from
43,000,000 yen to 81,000,000 yen, the grand total, therefore,
varying from 83,000,000 yen to 102,000,000 yen.
Lastly, we must compare the entire military expenditures
with the war expenditures for the Army and the Navy. In
the war finance period, the regular expenditures fell to the
total of about 34,000,000 yen, including the ordinary expendi-
tures of about 20,000,000 yen and the extraordinary expendi-
tures of about 14,000,000 yen, while the war expenditures
reached sums ranging from 160,000,000 yen to 747,000,000
yen, the grand total rising to figures from 243,000,000 yen
The pre-war Army and Navy expendi-

reduced in the total to 23,000

to 780,000,000 ven.

The regular expend-

tures totaled from 85,000,000 yen to 132,000,000 yen, com-
prising sums from 53,000,000 yen to 60,000,000 yen for ordi-
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nary expenditures and from 25,000,000 yen to 80,000,000 yen
for extraordinary expenditures. It will be readily understood
from these figures how great was the effect of the war on the
expenditures for the Army and the Navy. After the war,
moreover, the extension of our armament necessitated by the
expansion of our national power in Korea and Manchuria,
as well as the repletion of our Army and Navy armaments
weakened by the war, changed the whole aspect of our mili-
tary expenditures, which became double the amount before
the war. The following table shows in detail the changes in
military and naval expenditures above outlined.

MLITARY AND NAVAL EXPENDITURES, I900-IIO0

Regular expenditures
War Grat;:;i
Fiscal Ordina Extraor- expenses to
vear ry T Total
¥en ¥Yen Ven Yen Yen
igeo-1...] 53.034.%02 | 80,078,204 | 133,713,096 vann 133,113,006
1901—2...] 560188641 45.442,244 | 102,361,108 cann 102,361,108
1902—3...] 60,233,014 | 25,535,233 | B5.768,247 raes 85,768,247
19034 ...] 60,885,625 | 22095804 | 82,081,420 | 160,088,516 | 243,069,945
1904-5..-] 17,190,188 | 15,387,539 | 32,586,727 | 747.735.207 | 780,321,934
igo56...1 20,867,933 | 13.604,131 | 34,472,064 ] 492,254,453 | 436,726,517
1906-7...] 66,364,143 1 14.954.332 | 881,318,475 | 247,600,802 | 328,919,277
1907-8. ..} B2,163,613 | 105,274,907 | 187,438,520 | 12,098,542 | 199,537,062
1908~9. ..] 103,070,999 | IIL, 506,573 | 214,667,572 cean 214,667,572
1909—-10. .| 104,744,936 | 72,467,456 | 177,212,392 cenn 177,212,392

Again, the state had to support.or reward those who

sacrificed themselves or rendered services in the war. This
necessity caused a very sharp advance in the expenses for
pensions and annuities after the outbreak of the war, as
shown in the following statistics.

As is indicated in the following table, the pensions accom-
panying decorations rose to 13,000,000 yex after the war, or
thirteen times the amount before the war, while the pensions
for military and naval men advanced to 16,000,000 yen, or
nearly eight times the sum before the war. By far the greater
part of the increase was entirely due to the war., The pensions
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PENSIONS AND ANNUITIES EXFENDITURES, IQ00-IGIO®

Pensions ac- | Pensions for | Pensions
Fiscal year | companyving | military and for Others Total
decorations | naval men | civilians
Fen Yen Yen Yen Fen
IG0O0-T..2ax.. 940,928 2,221,840 1,135,406 | 213,072 | 4,507,240
{170,855}
I001-2. ...... 046,772 5,477,516 | 1,210,034 | 216,170 | 7,850,012
(3,149,963}
go2-3....... 954,341 2;:245.3!3 1,365,856 | 231,712 | §,297,530
93,083
19034, ... 941,389 3.?5;;;? 1,500,225 { 247,203 ] 5,604,033
5

1964-5. . ... .n 1,198,291 3,412,000 | 1,635,620 { 276,878 | 6,522,888
{99,646} {120} {59,766)

19056, . ..... 2,126,159 9,223,791 | 1,742,369 | 350,913 | 13,452,232
(785:933) {785.933)

19067, ...... 13,310,568 | 16,644,825 | 1,B83.393 | 397.566 | 32,136,352
1007-8. ...... 12,148,660 | 14,673,607 | 2,043.069 | 432,277 | 29,297,703
19089, ...... 10,406,737 | E4,511,100 | 2,146,462 | 471,329 | 27,535,648
1G0G-I0.....- 10,201,620 | 14,771,135 | 2,278,200 { 510,000 | 27,701,564

s The Sgores in parentheses 4. partial pay dish ] as extraordinary expenses,

for civilians and others underwent no appreciable change.
As regards the total of pensions and annuities, we see that the
amount, which was about 5,000,000 yen before the war,
swelled to 32,000,000 yen after the war, more than a sixfold
rise.

The increase of taxation and the inauguration of govern-
ment monopolies during the war brought about an increase in
expenditures. But even after the war the increased taxation
and monopolies were retained in order to meet the expansion of
national debt expenditures. The greater demand for coins
during the war naturally resulted in a sharp increase in the
expenses of the mint.

Expenditures for financial affairs
The expenditures for financial affairs as understood in these
pages cover roughly all of the expenses incurred for the raising
of funds and the disposition of these funds, including those
reiating to public debt, taxation and monopolies, the expenses
for pensions, which are allied in nature to the expenses for
public debt, as well as other expenses connected with financial
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affairs. The imposition of war taxes caused a rise in the
expenditures for collection of taxes, the inauguration of
government manufacture and monopoly of tobacco and
monopoly of salt augmented the expenditures for monopolies,
the issue of war bonds swelled to a conspicuous degree the
expenditures for public debt, the expenditures for pensions
rose with the extent of sacrifices of life or health in the war,
while the expenses for other financial matters also showed
considerable increase.

FINANCIAL AvrifrRs EXPENDITURES, 1g00-IgIO*

Fiscal year Public debt | Pensions | Other finan- | poe

¥en ¥en Yer Yen
IGOO-T. ..ot ciunennnn. 36,880,503 | 4.507,246 | 20,854,518 | 62,242,458
00} S 39,706,746 | 7.850,9I2 | 18,685,332 | 66,242,001
IGO2-3. . ... ..avieca 59,498,180 | 5,297,530 | 17,443,474 | 82,239,184
1603-4 41,35L,177 | 5,694,033 | 22,600,780 | 69,745,990
L T 47,302,587 | 6,522,888 | 40368437 [ 94,193,912
IG050. ... vveninvenaa, 115,287,147 | 13.452,232 | 65,820,632 | 104,560,01%
Qoeb—7. ... ... ... ..., 145,423,768 | 32,136,352 | 64,826,239 | 242,386,350
1907-8. ... .. .iainn, 182,330,351 | 29,297,703 78,390,528 | 290,027,582
o9y, .. ... ...... ..| 201,636,543 | 27,535,648 81,943,384 | 311,115,485
IGO9-I0. coviniinianns 188,509,809 | 27,761,564 | 76.633.201 | 292,924,664

= The figures in this table compzrise ali the expenditures belonging to the general and speciaf
gecounts, 7

As indicated in the above table, the expenditures for finan-
cial affairs, which were from 62,000,000 yen to 82,000,000 yen
before the war, made a striking advance during the war,
reaching figures from 242,000,000 yen to 311,000,000 yen,
which was nearly a fourfold rise. Of these expenses for
financial affairs, those for public debt, which were from 37,-
000,000 yen to 58,000,000 yen before the war, declined more or
less during the war. The figures rose again after the war,
reaching amounts varying from 145,000,000 yen to 201,000,000
yen, which are nearly four times the figures in the pre-war
period.

The expenses for pensions ranging from 4,500,000 yer to
7,850,000 yen before the war began to rise during the war,
amounting to sums from 28,000,000 yen to 32,000,000 yen
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after the war, or about a fivefold increase. The expenses for
other fAnancial affairs, which were from 17,000,000 yen to
21,000,000 yen, multiplied about four times, reaching figures
from 63,000,000 yen to 82,000,000 yer after the war,

We shall now explain how the expenditures for public debt
quadrupled in consequence of.the war. As will be noted Iater
on, the public debt of Japan (excluding Treasury bills and
temporary borrowings) stood at 530,000,000 yen before the
war or at the end of the fiscal year 1g902—3 (March 31, 1903);
but the flotation of war bonds totaling 1,584,000,000 yen
swelled the volume of public debt to 2,420,000,000 ven at the
end of the fiscal year 1906—7 (March 31, 1907), which was an
inflation to more than four and one-half times the amount
before the war. Besides, there was a large increase in Treas-

“ury bills and temporary borrowings due to the require-
ments of the war. These factors caused an enormous in-
_crease in the payment of interest and principal on the public
debt. In order to consclidate the public debt thus inflated,
the government established a sinking fund (national debt
consolidation fund) in the fiscal year 1906—7, by which system
it was designed to specially dispose of the issue and redemp-
.. tion of public bonds and other revenues and expenditures con-
nected with national debt. An annual amount not less than
110,000,000 yen was transferred to this fund from the general
accounts to effect the redemption of principal and payment of
interest on national debt incurred on account of the war with
Russia. The changes in the expenditures for public debt are
indicated in the table at the top of the next page.

It will have been observed from the table.that the ex-
penses for national debt after the war multiplied to about
four times the amount before the war. The expenditures for
the redemption of national bonds reached the maximum of
27,770,000 yen before the war, a sum which declined con-
siderably during the war because the necessity of raising war
funds compelled the postponement of redemption of national
bonds. But the amount began to rise again after the war, as
a result of the increase of national debt, which greatly swelled
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PusLic Desr EXPENDITURES, 1900-I510*

. Commissions
National
. Interest on | and other | Interest on
Fiscal year m:"bt ed national debt] expenses for | deposits Total
e national debt
Yen ¥en Feon Yen Yen
1900-1.....| 10,677,044 | 23,685,351 136,301 | 2,381,896 | 36,880,503
¥goI~2.....| 10,813,828 26,432,854 128,165 | 2,331,800 § 39,706,746
1g02-3..... 27,770,420 | 28,846,522 131,153 | 2750086 | 59,408,180
IG03—4. . ... 7:979,556 | 29,603,350 349659 | 3.458,603 | 41,391,177
I0C4-5.. ... 516,28y | 41,062,060 2,584,027 { 3,140,212 | 47,392,587
1905-6.. ... 6,108,585 | 99,266,506 7137026 | 2,685,029 | 115,287,147
1906-7. . ... 21,730,720 | 115839.421 |  4.496,470 | 3,357,157 | 145,423,768
1go7-8..... 32,071,645 | 143,215,674 2,757,666 | 4,324,365 | 182,330.351
1908-g..... 57,397,788 | 136,510,718 1,536,171 | 6,191,776 | 201,636,453
1000-10. . ..| 52,837,401 | 125,581.08¢ 1,516,320 | 7.574.919 | 188,500,809

* This table represents the total amount of expenditures fer poblic debt, consisting of ordinary
expenditures hel g tothe g and special accounts and of extrasrdinary itsires belong-
ing to the genersl accounts, It mdudu. 88 a mutter of course, the expenses for public debt on
account of the Boxer trouble, and extraprdinary affairs expenditures. The national debt redeemed
comprises the amount redeemed of national bonds, tamporary borrowings, and all other national
debt, while the interest on nationsl debt inciudes the interest on the floating debt, such as Treasury

iils and temporary borrowings, as well as interest on funded debt. However, the expendituses for
the redemption of rational debt by means of conversion are excluded. The intersst on deposits
dernntes the interest on postal savings,

the expenses for redemption, bringing the amount up to 57,-
000,000 yen. The interest on the national debt, which reached
the maximum of 28,000,000 yen before the war, advanced
rapidly during the war, recording 143,000,000 yexr after the
war, while the commissions and other expenses for national
debt reached the maximum of 7,000,000 yen with the increased
flotation of public loans. Thus, the expenses for national
debt, which ranged from 36,000,000 yen to 59,000,000 ¥en
before the war, steadily increased during the war, amounting
finally to some 200,000,000 yen. (See table on next page.)
Before the. war, the expenditures for taxation were ap-
proximately 4,000,000 yen, those for monopolies about 9,000,-
000 yen, and those for the mint less than 1,000,000 yen, while
these amounts began to increase during the war, swelling the
expenses for taxation to some 7,000,000 yen after the war,
those for monopolies to about 4,000,000 yen, and those for the
mint to the maximum of 12,000,000 ven. The advance in the
expenditures for other financial affairs came primarily through
the refunding of the taxes and other revenues, the filling of
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GENERAL AND SPECIAL ACCOUNTS EXPENDITURES, 1g00-IGIQ™

. . . . Other finan-

Fiscal year| Taxation | Monopolies Mint cial matters Total

¥en Ven Yoen - ¥en Yo

IGOO-I....| 3,877,838 | 9.634.625 987,405 | 6,354,752 | 20,854,618
{5,026} (3,530,340} | (3.535.366)

190I-2....| 4,100,610 8,298,144 979.514 5,208,664 | 18,685,332
(2.304.361) | (2.304,363)
190z-3....| 4.387,177 | 8,203,018 736,782 | 4.117.497 | I17.443.474
(1,708,686} | (1,708.686)
1903—4....] 4.437,226 | IL,593.560 | 1,472,561 ] 5,157,433 | 22,660,780
{370,310} (1,042,715} | (1.413.025)

1904-5. ...} 4,645,741 | 20080410 | 4,322.920 | 11,319,366 | 40.368.437
) {337,578} | (5.118,029) {7.179,612) { {12,635,219)
1905-5....1 5,528,613 43,151,065 9,622,649 7.418,273 65,820,632
{790,354} | (17,620,280} {r,190,358) | (19.600.992)
1906-7....] 6,249,335 | 38,676,198 | 9,217,476 | 10,683,23¢c | 64,826,239
65,445y | (1.865.431) (1,801,206} | (3.732.983)
19o7-8....] 6,500,787 1,066,067 | 12,181,407 | 18,551,267 78‘399,528
{8,004} | (1,009,755} (3,020,595} | (4.038,354)
1908-9....] 7,612,508 | 39,54%,239 | IY,104,183 | 23,685,364 | B1.943.384
{9,495) (9,585,224} | (9.594.719)

1909-10. . .] 7,734,594 | 39,129,685 | B.455.720 @ 21,333,283 | 76,652,291
{12,914) (5,038,255} | (5.051,209)

Sraren o e henas Gemore those pared of Che preRSu pmOUNLE whioh et Bonarees o Barorer
e . et eroaordimary. mmm 2 that These capenses see all toemed Bore as
ordinery expenses for the sake of convenience.

deficits, and the increases in the cost for building and re-
“pairing. Though this increase was only to a slight extent the
direct consequence of the war, it must be said that the amount
rose as a result of the inflation of public finance. Thus, the
expenditures for financial affairs other than the expenses for
national debt and pensions and annuities showed also a
noteworthy rise in amount after the outbreak of the war from
the total of some 20,000,000 yen before the war to some 70,-

000,000 ¥en after the war.

Expenditures for government sndustries

What we call government industries in Japan include, in
the broadest sense of the term, all the industries which are
owned and operated by the government, yielding revenues in
return for expenditures. Consequently, the government indus-
tries comprise {I) industries undertaken for profit, such as
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the manufacture of arms and war supplies, manufacture of
iron and steel, printing, and the railway business; (2) indus-
tries not undertaken for profit, such as postal, telegraphic,
and telephone services and forestry; and (3) industries under-
takef for the double end of profit and taxation, such as the
tobacco and salt monopolies. However, as the industries
belonging to the second group are primarily intended for pub-
lic benefit, they should be regarded as affairs of the develop-
mental adminstration, while the businesses of the third group,
which are organized primarily for revenue, should be treated
as belonging to the financial administration. So the govern-
ment industries that have connection with the expenditures
to be discussed below are those in the narrow sense and worked
for profit only.

In considering the effects of the war upon these expendi-
tures for government industries, it will be convenient to divide
them into four classes: (1) the manufacture of arms and war
supplies undertaken to meet military requirements; (2) the
manufacture of iron and steel for assisting in the development
of industries; (3) the railway for the advancement of national
economies; and {4) other government industries. After the
outbreak of the war, the demand for arms and war supplies
suddenly increased, as a matter of course, and the government
industries connected with their manufacture were rapidly ex-
tended and worked to the fullest capacity to supply the needs
of the war. The busy manufacture of arms caused at once a
sharp rise in the demand for iron and steel, with the result that
the government iron foundry was extended. Moreover, the
printing business, which is the most important of government
industries other than those of munitions and irons, had to be
extended with the increasing volume of state affairs on ac-
count of the war. As for government railways, the speedy con-
struction of short sections necessary for war-time communi-
cations, the construction and improvement of lines had to be
curtailed to a considerable extent, under the stress of raising
the necessary money for war. The consequence was that while
the expenditures for government industries showed a consid-
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erable diminution in railway expenditures, a phenomenal
advance was recorded in the expenditures of practically all

other businesses.

EXPENDITURES FOR GOVERNMENT INDUSTRIES, 1900-1010*

Govern- Government Other
Fiscal |ment mann-| Government iroan and bl Total
year facture of railways | steel manu- | . g“ st“': o
war supplies facture Industries

¥en Yer ¥en ¥en Yen
1goo—I.. .| 17,583,329 | 35.456,032 8,180,262 | 1,685,873 62,905,498
1901-2. ..} 19,023,955 | 35.820,523 9,586,968 | 1,846,306 66,277,754
1g02-3. ..} 15,880,000 | 37.072416 3,676,213 1,507,524 58,137,643
1903—4. - .} 19,571,920 | 40,730,664 4,112,359 | 1.373.497 65,788,440
{31,505} 1,300} {33,205}
1904-5. . .| 51,286,606 | 28,738.173 6,937,018 1,730,832 88,692,629
(1,651,953) | {1,576871) {3,225,824)
1ge5-6. . . 90,437.585 | 28,419,301 | 15,262,603 | 2,226,888 | 132,346,667
(1,021,815} | (2,307,271} {95,805} {3,424.891}

1986-7. . .| 49,421,061 | 44,838,103 14,348,009 2,180,626 110,788,
{162,247) {724,378} (724.378)
390?—8-.- 45,034,261 | Bo,321,047 | 14,838,135 | 2,018,797 | 151,313,170
1908, . .| 39,672,012 | 100,775,01F 12,812,296 2,426,055 164,686,274
1909-10. .| 37,537,364 | 90.483.912 | 9,496,448 | 2,037,930 | 139,575,654

= These statistics will be expiained in detail by several other tables printed below.

In the above

table, the figures in parenthescs indicate those pasts of the amounts prefixed which were disbursed

AS EXLrao

rdinaty-affaus
extent of the positive effects of the war, but they are added here for reference,

expenditures. Of course, these extracrdinary items do not show the whole

As indicated in the foregoing table, the expenditures for the

manufacture of arms and war supplies, which ranged from
17,580,000 yen to 19,570,000 yen before the war, expanded dur-
ing the war to sums varying from 50,280,000 yen to 90,430,000
yen. Though these figures fell considerably after the war, yet
the whole expenditures showed a striking increase, compared
with the pre-war time, owing to repletion and extension of ar-
maments. The government railways expenditures totaled, be-
fore the war, from 35,450,000 yen to 40,730,000 yen, which
declined to amounts varying from 27,390,000 yen to 28,420,000
yen during the war. But after the war the nationalization and
purchase of a number of private railways, together with the
execution of the works suspended on account of the war,
brought about a sudden and remarkable advance in the ex-
penditures for government railways. The steel business of
4-]
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the government was inaugurated in the fiscal year 1899-1900.
It was still in the initial stage before the war broke out and
naturally required a considerable amount of extraordinary
expenditures, bringing the total to 3,670,000 yen and 4,110,000
yen, respectively, in the fiscal years 1902-3 and 1903—4. Dur-
ing the war these expenditures rose at a bound to figures
ranging from 6,930,000 yen to 11,260,000 yex, which increased
to a still larger amount after the war, owing to the extension
of the steel business which was required by the expansion of
national economics. In other government industries 2 large
increase was also noticeable, particularly during the war.
Thus, the total expenditures for government industries, which
varied from 58,130,000 yen to 66,270,000 yen before the war,
suddenly advanced to sums from 88,370,000 yen to 131,320,-
o000 yen during the war. And with the expansion of post
bellum government industries the expenditures for these
industries showed a striking advance, compared with the time
before the war.

We have made thus far a survey of the general aspects of
total expenditures for government industries. We must now
consider the effects of the war upon the expenses of each of
these industries.

As regards the government undertakings connected with
arms and other war supplies in Japan, the Army had military
arsenals and the Senju Woolen Mills, while the Navy had
naval arsenals and coaling stations. For the same reason
that the expenditures for the Army formed the largest item
in the expenditures for war, the expenses for military arsenals
showed the greatest increase during the war, next in impor-
tance being the expenditures for the woolen mills, while the
rise in the expenditures for naval arsenals was comparatively
slight. {See table on next page.)

Asindicated in the table, the expenditures for military arse-
nals hefore the war were from 8,290,000 yen to 11,950,000 yen,
which increased during the war to- large sums varying from
33,620,000 yen to 64,280,000 yen, while the expenditures for
naval arsenals, which were from 4,160,000 yen to 7,010,000
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MILITARY AND NavalL EXPENDITURES, 1500-IGIO*

s - Senju Naval .
Fiscal Military Naval Woolen coali
ng ‘Total
year arsenals arsenats Mitls stations
Yen Yexn Yen Yen - ¥Yen
1900-1....] 11,086.803 4,164,075 1,432,361 cees 17,583,329
1901-2....] IL997.716 5,055,883 1,970,356 ces 19,023,955
1902-3. ... 8,299,150 6,195,293 1,386,403 AU 15,880,990
19034..:.] 10,899,109 7,014,531 1,658,280 cenn 19,571,920
3904-5. . .. 33625844 13,157,846 4.502,016 caae 51,286/
1905-6....] 64,281,193 | 22,561,310 3.595,082 veae 90,437,585
19067, ...] 26,158,087 10,403,755 3,661,018 RN 49,421,861
1907-8....] 22,680,399 | 18,150,573 3,415,713 787,506 | 45,034,291
1908-9....] 20,453,155 | 15,250,941 2,687,144 1,241,672 | 39,672,912
1909-10. . .| 17,983,004 | 715,882,343 2,248,182 1,423,745 | 37,537,364

& The expenditures for military arsenals represent the total of the two special accounts for arsenals
8t Tokvo and Osaka. The expenditures for naval arsenals before 19os—5 show the total of two
special accgunts, i.e., the fand for naval shipbuilding and m.teria.ls and tisc ftmd for naval ordnance
and materiaia; while the fGgures for 1pos-6 and sab SArS Te] the special account for
naval arsenals, which was the agmmof&etwsiun&sahuwmmtmned

yen before the war, swelled to the figures from 13,150,000 yen
to 22,560,000 yen during the war. The expenditures for the
Senju Woolen Mills, which were from 1,380,000 yen to 1,-
970,000 e, rose to amounts between 3,590,000 yen and
4,500,000 yer. Thus, the total expenditures for the gpovern-
ment undertakings for arms and war supplies increased to sums
varying from 51,280,000 yen t0 90,430,000 yen during the war,
against the total appropriations before the war, which ranged
from 15,880,000 yen to 19,570,000 yen. The amount of each
item gradually decreased after the war, but still the figure
remained far above the one before the war, showing an alto-
gether new aspect as compared with the pre-war time.

The Government Iron Foundry during the war wasextended
and worked to the fullest capacity, from the-necessity of
satisfying a suddenly increased demand for war materials.
This greatly swelled its expenditures both in ordinary and
extraordinary items. The government had inaugurated the
iron foundry business in the fiscal year 1899-1900, and the
program for the first period of the work was nearing comple-
tion when the war broke out, compelling the government to
extend the business by means of the disbursement of extraor-
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dinary-affairs expenditures in order to meet the pressing need
of the time. The expenditures for other government indus-
tries, viz., appropriations for the Printing Bureau, for factory
making supplies for lighthouses and telegraphs, and for the
Mining Operation Office at Hiroshima, are items scarcely
worth noticing here in comparison with the total annual ex-
penditures of the Treasury. However, owing to the conges-
tion of war-time administrative affairs, the business of the
Printing Bureau was extended considerably from time to time,
which caused some rise in its expenditures.

ExreENDITURES POR GOVERNMENT INDUSTRIES, 190019102

: Creating
Operating b Oth
Fiscal iron | ,¥ou Printing | 257
year foundry (ftsﬂtadry Total Bureai H:dm- Total
. {ordinary}| ‘&rracr ries
) dinary}
Yen Fen Ven Yen Yen Yen
1900-1.. ..} 1,054,064| 7,126,198 8,180,262 IE3§9.1§5) 286,68¢ | 1,685,875
: 249,383
1901—2.. ..| 3410.871| 6,175,097 | 9,586,968 12558'%;’2} 287,908 | 1,846,306
313,
1go2-3.. .| 2,690,667 | 085,545 | 3,676,213 r,f{gs.lﬁs} 230.347 | 1,507,524
9,110
19034.. ..| 3,239,589 872,370 { 4,112,359 | 1,186,660 | 186,828 | 1,373,497
: {31,905 {1,300}
1g04—5.. ..] 5,070,552 (1,862,%6?} 6,937,018 | 1,578,887 | 151,945 | 1,730.832
1,575,871
1905-6.. ..| 7,774,277 3.488,326 |11,262,603]2,073,713 | 153,175 | 2,226,888
{z,307,271} {95,803}
1906-7.. ..} 10,124,745 2,223,26‘;. 14,348,009 ; 2,036,602 | 134,024 | 2,180,626
724,378
1907-8.. .. 10,108,588 | 4,720,547 | #4.838.135 1,%21.7263 197,077 | 2,118,797
N ~163,920,
1g08-9....| 8,405,223) 4,407,073 |12,812,295 2{,241,735} 184,320 | 2,426,055
394,374
1909-10.. .| 8,026,323| 1,470,113 | 9.496,448 } 1,901,380 | 156,541 | 2,057,930
{302,337} -

= The cost of operating the iron foundry was handied in the special account for the iron foundry,
while the cost of its creation was included in the enerai accounts. Of the expenditures for the
Printing Bureau, the ordinary cxpenses were the apecial account for the Printing Bureau,
the extraordinary expenses being included in the cnemi accounts. The expenditares for other
government industries, such aa the appropriations for the factory supplying lighthouses and tele-
graphs, and the Mining Operation Office at Hiroshima {abolished in 19056}, formed a special ac-
count for each of the businesses. The fHgures in parentheses indicate those parts of the prefixed
amounts which were disbursed a3 extraordinary-affairs expenses.

With respect to the irom business, the ordinary expenses
before the war were from 1,050,000 yen to 3,410,000 yen, while
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the extraordinary expenses diminished gradually to 870,000
yen, the total of the two items ranging from 9,580,000 yen to
3,670,000 yen. But during the war, the ordinary expenses
rose to figures from 5,070,000 yen to 7,770,000 yen, and the
extraordinary expenses increased to amounts ranging from
1,860,000 yen to 3,480,000 yen, the two items totaling from 6,-

930,000 yer to 11,260,000 yen.

After the war, however, the

second extension program of the iron foundry was executed,
which greatly swelled its expenditures compared with the
pre-war period, instead of bringing down the figures to the

former level.

The expenditures for various government industries above
noticed increased in amount as the positive effect of the war.
The expenditures for government railways, on the contrary,
showed a very large decline as the negative effect of the war,
though the speedy construction of such lines as were necessary
for war-time communications required a certain amount of

fresh outlay.

EXPENDITURES FOR RAILWAYS, 1900-1010"

Ordinary Extraerdinary
Fiseal Grand
Railway .
year Railwsy i Raliway | Railway total
operation a:::iyg‘l;:“. Total | improve- | comstruc- Total
fackbuce ment tion
Fix ¥en Yen Pen Yen Vo Fen
1900-X,, ..§ I0,IIL313 | 7.584.208 | £7.6035.521 ] 4,531,324 | 13.329,287 | 17,760,511 35.436.032
IQOE—2....§ 11,706,378 | 8,108,239 10.004.017] 3,341,890 mééawxs? 15.825,308] 35,820,525
0,000]
1902-3....] 12.354.087 | 8.401.555] 20,755,642 2,808,860 xaisﬁ;mu} 16,317,274 37.572.016
0,008,
1903~4.. - . 13.649.335 | 10,577,475 | 24,226,808 2,801,850 :3,{:{;1.333} 16,503,806 40,730,664
0,
1004-5.. .- 13308350} 7.305.527] 20,614,877} r.115.742 ¢ 65'.22) 8.r24.290 ] 28,738,173
1,651,
1903-6.. . .] 16,533,027 ] 6.068,448] 23.502.475] S§43.211 (ﬁ?.gag} 4.918.158 | 27,415,591
O2L,81
1006-7.. . .1 23,202,246 ] £.0£5.6060 | 312007015 | 4,242.373 ?iégg.gg% IES39.378 44.838.103
162,
19007-8....130.820,043 | 23,082,186 | 62,912,129 ¥.800.633 | 17.549,285 | 26 8181 80321047
¥9o8-g.. .. 46,962,082 ] 29.190,1328 | 76,153,100 | 10,500,322 | 23,052,580 | 33.621.011] 109,775.01L
190910, .| 47,262,677 | 16,602,734 | 63,085,418 5,245.260 | 37,353,241 | 20.408,501} 90.483.012

T

= The above table does aot include the expenditures for governmest industries in Chosen and
aiwan,

The revenue and expenditure of the government railways
were segregated into one special account in 1907-8. The
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expenditures for railway construction and improvement and
the railway supplies and manufacture (from 1909-10) were
handled in the account of railway capital, while the cost of
railway operation was handled in the account of railway rev-
enues. Before the fiscal years named, however, these items
had been distributed among the general accounts and various
special accounts. So the cost of railway operation in the
above table represents, down to the fiscal year 1905-6, the
total of the same item in the special accounts for government
railways, together with the expenditures for Hokkaido rail-
ways included in the general accounts. The expenditures for
railway supplies and manufacture indicate, down to 1904-5,
the total of the special account of the funds for government
railway supplies and the special account of the {funds for the
Hokkaido railway supplies. From 19056 to 1908—g, the ex-
penditures for railway supplies and manufacture represent
the special account of the funds for the Imperial Government
railway supplies.

The expenditures for railway improvement and construction
down to 1906-7 show the total of the figures for railway con-
struction and improvement belonging to extraordinary items
in the general accounts, together with the figures for the con-
struction of Hokkaido railways. Of the figures indicating the
expenditures for railway construction, those in parentheses
indicate those parts of the prefixed amounts which were dis-
bursed for speedy construction as extraordinary-affairs ex-
penses or for the Hokkaido railway supplies. Both of these
payments belonged to the general accounts, but the former
consisted of expenditures for the speedy construction of rail-
ways (1,336,928 ven in the fiscal year 1904-5) and expendi-
tures for the construction of rolling stock, which are outlays
different in nature from the expenditures for railway construc-
tion. The same may be said of the latter, but they are in-
cluded in the main figures for the sake of convenience.

The expenses for railway operation belong, of course, to
ordinary items, since these were employed for conducting



EFFECTS ON PUBLIC FINANCE I35

railway transportation. As to treating as ordinary expendi-
tures the outlays for the purchase and manufacture of railway
supplies, there may be some doubt (in view of the fact that
expenditures for construction and improvement are not so
treated), but the purchase and manufacture of supplies being
performed as an ordinary affair, the expenses required may
conveniently be treated as ordinary. There is no doubt that
the expenditures for construction and improvement are ex-
traordinary outlays both in the nature of expenditures and in
the practice of accounts.

During the war the expenditures for railway operation more
or less increased, due, perhaps, to busy traffic, while the figures
for purchase and manufacture of railway supplies showed a
considerable fall, as the result of a decrease in the demand for
railway materials on account of the postponement of railway
improvement and construction. Thus, the ordinary expendi-
tures as a whole did not record any appreciable change. On
the other hand, the extraordinary expenditures for railway
construction and improvement remarkably declined. In
other words, the figures for this item, which ranged between
15,820,000 yen and 17,760,000 yen before the war, fell to sums
ranging from 8,120,000 yen to 4,910,000 yen. Thus, the total
expenditures for government railways were reduced during the
war to amounts from 28,730,000 yern to 28,410,000 yexr, as
against from 35,450,000 yex to 40,730,000 yen before the war.
The striking advance in government railway expenditures
after the war was the outcome of the nationalization of rail-
ways, carried out for military and political reasons, which
required large sums for the purchase of private railways.

To summarize the effects of war on the expenditures for
government industries: a very remarkable increase occurred
in the items for the manufacture of war supplies, iron and
steel, and for printing, while the railway expenditures, par-
ticularly outlays for improvement and construction, consid-
erably diminished.
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Expenditures for peace preservation and developmental admin-
tstration, and for colomial affairs

The expenditures for peace preservation include the civil
list, expenditures for home, foreign, and judicial affairs, as
well as expenditures for other important organs of the state,
covering a much wider range than the police expenditures,
which constitute the appropriations for peace preservation in
the narrowest sense. In the expenditures for developmental
administration are included the appropriations for the adminis-
tration to develop material interests, 1.e., for the administra-
tion of agriculture, commerce, and communications, which
represent the administration for the economic and commu-
nication affairs. In the same expenditures are also included
outlays for education, which represent the administration for
spiritual development. The expenditures for colonial affairs
show the total of appropriations for Taiwan, Chosen, Kwan-
tung Leased Ternitory in China, and Karafuto. The effects
of the war on these expenditures showed an advance, as a
matter of course, in those items which were directly connected
with the events of the war, and a considerable reduction in
other items.

We shall first consider the expenditures for peace preserva-
tion. The ordinary appropriations for foreign affairs and for
other important organs of the state rose in amount, those for
home and judicial affairs diminished, while there was no
change in the civil list. The ordinary expenditures as a
whole showed a tendency to decline: The extraordinary
expenditures for foreign, home, and other important adminis-
trations of the state naturally caused a substantial rise in
extraordinary-affairs expenses. Ordinary temporary expendi-
tures temporarily declined were greater than the rise in the
expenditures for foreign, hompe, and judicial affairs as well as
for other important organs of the state, so that on the whole
the figures showed a decline. Thus, the aggregate of expendi-
tures for peace preservation fell more or less, though there
were complicated changes in details.
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Peace PrESERVATION EXPENDITURES, 1g00-IQIO®

Extracrdinary
Fiscal year | Ordinary Grand
Regular War Total
Yen Yen Yen Yon “¥en
......... 25,485,558 | 7.546.5:15 7:546,515 © 33,032,073
......... 26,906,203 | 9,452,876 9,452,876 | 36,356,079

27,759,142 | 10,962,279 cane 10962,279 | 38,731.421
......... 28,841,350 | 9,258,007 | 1,245,343 | 19,503,352 | 39,346,002
--------- 27.474,033 | 6,127,365 | 3,008,898 | 9,736,262 | 37,210,296
ceree.-..] 26,801,419 | 4,382,472 | 4,446,924 | 8,829,396 | 35,630,815
......... 28,204,658 | 7,530,396 | 4.565,739 | 12,116,135 | 40,320,793
......... 30,468,708 | 11,585,779 . 11,585,779 | 42,054,577
......... 35,469,161 | 17,212,414 e 17,212,414 | 48,676,575
...} 32,318,222 | 11,843,163 11,843,163 | 44,161,385

= Expenditures included in this table do not necessarily agree in contents with the figures given
in the government's reports on settled accounts, as regards the civil list and the expenditures. For
judiciad affaizs the amounts are the same as the fgures in the reports oo settled accounts,  But the
expenditures for foreign affairs in the sbove statistics represent the expenditures under the control
of the Department of Foreign Affairs, wath the exclusion of the expenditures for colonies, but with
the addition of the sxpecditures of the special accounts for Japanese scttlements abroad which are
under our exclusive jurisdiction. The expenditures for home affairs mean the expenditures under
the control of the Bepartment for Home Affairs, with the exclusion of expenses relating to railways
and of expenses other than those for peace preservation. The appropriations described as expendi-
tures for other important organs of the state represent those expenses under the control of the
3_:@::&5::9&. :!i‘d Finance which are appropristions for the Cabinet, the Privy Council, the two Houses

e Diet, athers.

As will be seen from the foregoing table, the ordinary
expenditures gradually rose to 28,840,000 yen before the war,
falling during the war to sums varying from 27,470,000 yex to
26,800,000 yen. Of the extraordinary expenditures, regular
expenses, which ranged from 7,540,000 yen to 10,560,000 yen
before the war, decreased to amounts from §,250,000 yen to
4,380,000 yen during the war. There were, however, war
expenses reaching 1,240,000 yen to 4,560,000 ven. The ex-
traordinary expenditures as a whole showed more or less
decline, totaling from 12,110,000 yer to 8,820,000 yen. The
grand total of expenditures for peace preservation, which
advanced from 33,030,000 yen to 38,730,000 yen before the
war, saw a diminution during the war, falling to the figures
from 35,630,000 yen to 40,320,000 yen.

The expenditures for developmental administration also
declined, having been influenced by the necessity of raising
war funds. Of ordinary expenditures, the appropriations for
communications had their tendency to increase arrested, if
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the amount was not actually curtailed, on account of the war-
time need of communications, while the expenditures for
education showed a decrease all round. In extraordinary
expenditures, though various items of extraordinary-affairs
expenses went to swell the appropriations, a large reduction
in regular expenses had the opposite effect, resulting in a
considerable decrease in the total of these expenditures. The
expenditures for communications showed the largest decrease
in regular items, recording, however, the largest increase in
extraordinary-affairs items. The increases or decreases in
appropriations for agriculture and commerce as well as for
education were comparatively slight, both in ordinary and
in extraordinary items. Thus, the expenditures during the
war for developmental administration somewhat declined in
ordinary items, sharply decreased in extraordinary items, and
more or less sharply decreased in the total amount.

DEVELOPMENTAL ADMINISTRATION EXPENDITURES, 1900-IGIO®

Extraordinary
Fiscal year Ordinary Gm;i
Regular War Total

¥en Yen Yex ¥Yen Yen
1900-1. .| 25,068,073 | 17,035,257 e 17,035,257 | 42,103.330
1901—2......... 27,258,288 | 16,176,020 16,179,029 | 43.437.317
982-3. . ....... 28,246,185 | 17,985,661 cees 17,985,661 | 46,231,826
19034 -« -] 29,650,376 | 19,005,167 9,28¢ | 19,104,456 | 48,763,832
1904-5. .. ... ... 28,820,936 | 9,828,278 | 2,400,525 | 12,228,813 | 41,058,749
19956, ... ..... 28,963,782 | 7.757,239 | 4,431,845 | 12,189,084 | 41,152,866
1906~7......... 32,667,882 | 16,309,728 B, 812 | 17,008,540 | 49,676,122
19078, ........ 35,903,342 | 22,641,761 .- 22,641,761 | 58,545,103
1908—9......... 30,204,071 | 28,041,938 ceee 28,041,938 | 67,336,009
1600~10. . ...... 41,571,136 | 26,965,650 26,965,650 | 68,636,786

* The above statistics represent the expenditures of the geperal accounts coming uader the con-
trol of the Departments of Education, Agriculture and Commerce, and Communications, exciuding
expenditures foreign to the purpose of this table, but adding some items of other kinde of expendi-

tures which ought to be in:
In the special

were handied

e

ciuded bere, as well as the expenditures for schools and Ubraries, which
accolata,

As indicated in the above table, the ordinary expenditures
for developmental administration, which reached 29,650,000
yen before the war, decreased during the war to amounis
from 28,820,000 yen to 28,960,000 yen.

The extraordinary
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expenditures fell suddenly, in the regular items, to sums
ranging from 9,820,000 yen to 7,750,000 yen, as against
19,090,000 yen, the highest figure attained before the war,
while the annual amounts of war expenses were only from
600,000 yen to 4,430,000 yen. Consequently, the extraordi-
nary expenditures were reduced to aggregates ranging from
12,220,000 yen to 12,180,000 yen.

Thus the grand total of expenditures for developmental
administration, which had reached 48,760,000 yen, fell to sums
varying from 41,050,000 yen to 41,150,000 yen.

Finally, the expenditures for colonial affairs consisted ex-
clusively of appropriations for Taiwan before the war (fiscal
year 1903—4 and before}, but during and after the war new
expenditures had to be defrayed for Chosen, the Kwantung
Leased Territory in China, and Karafuto. These expenses
were disbursed as part of extraordinary-affairs expenditures,
from the outbreak of the war down to the fiscal year 1907-8,
when the colonial administration was consolidated and appro-
prations made, resulting in a large increase in the amount.
Examination of the changes in colonial expenditures during
the war discloses that the ordinary expenditures (for Taiwan)},

-instead of being affected by the war, on the contrary, under-
went an increase. Of the extraordinary expenditures, the
regular item {for Taiwan) showed a more or less remarkable
decrease as the effect of the war, while the war expenses
reached a comparatively large sum. Therefore, the total
colonial expenses during the war showed a more or less sub-
stantial increase. (See table at the top of the next page.}

No appreciable change occurred during the war in the ordi-
nary expenditures, which varied from 11,900,000 yen to
14,840,000 yen. The extraordinary expenditures decreased to
between 7,460,000 yen and 4,490,000 yen in regular items,
while there was an increase in war expenditures from 3,290,000
yen to 4,260,000 yen, so the total rose to sums varying from
7,780,000 yer to 11,720,000 yen. Thus, the colonial expendi-
tures during the war expanded, reaching 20,970,000 yen to
22,630,000 yen in the grand total.
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EXPeNDITURES FOR COLONIAL AFFAIRS, IQ00-IgI0d

Extraordinary
Fiscal year Ordinary Gt;::f
Regular War Total
¥Yen Yen Yes Yen Yen
IQO0-I......... 11,693,474 | 9:442,104 e 9.442,104 | 21,135,578
I901-2.........| 11,273,305 | 7.526,683 A 7,526,683 | 18,790,088
1902—3. ........| 10,339,871 | 7.434.001 cees 7,434,001 | 17,773,872
1903—4......... If,490,835 | 8,652,036 e 6,652,036 | 18,542,871
IG04-5. . ....... 1,991,540 | 5,651,111 | 3,330,000 | 8,081,111 | 20,072,651
1905-6......... 14,847,903 | 4.490,709 | 3,294,545 | 7.785,254 | 22,633,157
1906-7. . ....... 20,986,416 | 7,461,244 | 4,267,119 | 11,728,363 | 32,714,779
1I9007-8......... 30,500,086 | 24,853,205 | 496,433 | 25.345.728 | 55,939,813
1goBg......,., 31,502,132 | 28,560,475 iees 28,560,475 | 60,062,607
1909—I0. . ......| 3,219,005 | 20,76¢,559 vaa 20,761,599 | 51,080,604

 The figures in this table represent all the expenditures for the colonies, including the funds for
the Government General of Taiwan and for the supplies to the government railways in Talwan,
funds created i in 19ut—7 for the Chosen raflways and thelr au , expenditires of the 8 ac-
£ounts created in the next fiscal year {1907-8) fer forestry In 1, the Government of
Kwantung. and the government in Karafito, as wel as other colonisl expenditures Eﬁaé:r the con-
trol of the Foreign, Finacce, and Communications Departments) belonging tothe g
regards the distinction between ordinary and extracrdinary upenéiturm i!.ams not formally
classed as one or the other in the bldget are all treated as ordinary.  Howzver, the expenditures
belonging to the department of capital in the gpecial account for Chosen rajiways, which were ap-
propriations for the conmtruction and improvement of rallways, are classed as extraordingry; for
the same reason, the expenditures for the ronstruction and improvement of railways in the apecial
acecunt for the Government General of Talwan are treated as extraordinary.

It will be understood from the foregoing descriptions that
the changes wrought in our annual expenditures as effects of
the Russo-Japanese War were by no means slight. During
the war the expenditures not connected with the campaign
showed a reduction, while the war expenses reached an enor-

ANNUAL EXPENDITURES, 1900—IQI0

. Extraordinary
| ot o
Regular War Total
Fen Yen Yen Yen Yen
1900-1 . . .| 209,548,180 | 144,983,851 . 144.983,851 354,532,031
1go1-2...] 226,710,759 | 105,767.477 shea 106,767,477 333,478,236

1902—3. . .| 233,568,351 | 95,313,842 D5,313,842 328,882,193
1903—4. . .| 245,299,937 | 77,928,11¢] 161,627,734 | 239,555,844 484,855,781
1904~5. . .| 230,200,560 | 53,081,764 1779,165,118| 832,250,912 | 1,062,451,472
1g05-6. ..] 311,405,488 | 30,710,833 511,843,711 | 551,554,544 863,050,032
1905-7. . .| 475,870,856 | 65,132,277 863,802,886 128,935,163 804,806,016
1907-8. . .| 583,086,883 |200,719,730] 13,610,605] 214,330,425 | 797,417.308
1608-9. . .| 631,011,894 |235.532,628 235,532,628 | 866,544,522
Ig09-10. .} 607,030,085 [ 167,465,451 . ... 167,461,491 774,491,576
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mous amount, inflating our annual expenditures to a very
great extent. The war caused a sharp increase in the expendi-
tures for financial affairs, especially in those for national debt
and pensions, which continued to press on our public finance
for a long time, interfering with the execution of programs
which became necessary for keeping pace with the develop-
ment of our national power. The foregoing table shows the
traces which the Russo-Japanese War left on the general
structure of our annual expenditures.

TaxXEes anp OTHER DUTIES

We must now inquire into the effects of the war on annual
revenues, since we have already dealt with the changes
wrought in annual expenditures. As was noted in earlier
pages, the greater part of the expenditures for carrying on the
war with Russia was raised by loans and increase of taxation,
so it need hardly be said that this brought about violent
changes in the conditions of our public debt and taxation. We
propose to consider in this section the effects of the war on
taxes and other duties, and in the next section the effects on
public debt.

Aswasalready noticed, in the fiscal years 1904—5 and 19056,
a very large increase of taxation was adopted twice relating
to practically all sorts of existing taxes, besides the creation of
new taxes of importance. The result was that our tax rev-
enues {inchuding stamp revenues and profits from monopolies)
so sharply increased that after the war the receipts were far
more than twice the amount before the war. Our system of
taxation had made considerable growth in volume through
important increases in and creation of several taxes carried
out from time to time after the war with China (1894—95).
In 1893—04, the fiscal year preceding this war, the tax rev-
enues of Japan totaled only 72,000,000 yen, while the amount
for 1903—4, the year previous to the outbreak of the Russo-
Japanese War, reached 175,500,000 yen. Thus, the tax
revenues advanced some two and one-half times in ten years
preceding the war with Ru§sia. Again, the tax revenues
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more than doubled as a result of the increased levies imposed
for financing the war with Russia. Therefore, in thirteen
years, from 189394 to 1906—7, the tax revenues advanced
more than four and one-half times. The volume of national-
income, on the other hand, expanded more than four and one-
half times in the ten years before the war with Russia, so that
it appears that the additional taxation enforced during this
war was no intolerable burden on our national economy,
though undoubtedly it was sudden and serious encugh. It
must be noted, however, that while the frequent increase of
taxation carried out before the war had begun to disturb the
unity in our system of taxation, the large increases imposed
after its outbreak threw the whole system, disorganized
already, into a state of greater confusion. As a consequence,
the distribution of fiscal burdens became more and more un-
equal, beginning to tell on the people as a heavy exaction.
We shall now classify the taxes into three groups, f.e., taxes
on receipts, taxes on consumption, and taxes on traffic, and
study the changes in the fiscal burden brought about by the
additional taxation during the war.

Taxes on receipts

In our system of taxation, the taxes on receipts comprise
the land tax, the business tax {including the patent-medicine
tax and the mining tax, which are special business taxes), and
the income tax, all of which were increased on account of the
war. :

The land tax is an old institution, the rate in former days
being *four-tenths to the government and six-tenths to the
people.” They were accustomed to this rate and it was felt
as a comparatively light burden. This fact had invited fre-
quent increase in the land tax. Moreover, agriculture in this
country had nearly reached the limit of intensive cultivation,
leaving small room for further development. Due to these
circumstances, the opportunity of increasing this tax was lim-
ited. On the contrary, the income and business taxes, which
were created after the Imperial Restoration of 1868, had am-
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ple room for growth through the development of trade and .
industry. It is evident, therefore, that even if these taxes
were increased at a uniform rate each of them would show a
different rate of increase in revenue. Inquiry into the condi-
tions of taxes on receipts during the war discloses the fact
that, as regards the land tax, the import duties on rice, hulled
and unhulled, as well as the high price of this and other
cereals, gave protection to payers of the land tax, which cir-
cumstances served to prevent a decrease of revenues from
this source. But,on the other hand, the termination in 1904~5
of the temporary increase of the land tax enforced before the
war resulted in a direct diminution in receipts from this tax.,
Moreover, good crops in 1904 indirectly increased the yield
from the principal and additional rates of the land tax, while
bad crops in the following year had an adverse effect on the
yields from this source. In the final result, the revenue from
the land tax showed the smallest percentage of increase,
.However, the case was different with the income and business
taxes; for though the war dealt a heavy blow to industries not
connected with the war-time demands, it had a very favorable
effect on other industries, and our industry and commerce as
“a whole was never in a state of depression during the war.
Consequently, the revenues from these sources recorded a
large proportion of increase. The percentages of increase in
yield from taxes on receipts, as well as the relations of the
principal and additional parts of these taxes, are indicated in
Table A at the end of this chapter.t )
Taking as 100 the yields of different taxes on receipts in
1903—4, the fiscal year preceding the war, the percentages of
the rise in revenues for the four succeeding years were, as the
above table shows, 30, 71.6, 80.2, and 81.2 for the land tax;
72.4, 159, 174.4, and 185.3 for the business tax; and 74.2,
182.2, 219.3, and 230.g for the income tax. The three taxes
on receipts taken as a whole for these years averaged 41.1,
97.1, 110.4, and 113.8 per cent. As regards the proportions
of the principal and increased parts of these taxes, the latter

1 Post, pp. 154—5.
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occupied roughly 40 per cent as against 60 per cent of the
former in the fiscal year 1904—5 (as the result of the first in-
crease of taxation), while the proportion in the following years
was 60 per cent of the increased parts as against 40 per cent of
the principal parts (as the result of the first and second increase
of taxation). Thus, the yields from the additional rates of
the taxes became far larger than the amount from the princi-
pal rates. Therefore, our revenues from receipt taxes far
more than doubled as the result of the war-time increase of
taxation. The per cepita burden of receipt taxes was 1.303
yen in the fiscal year previous to the war. The tax increases
added to it 0.714 yen, 1.454 ven, and 1.555 yen in the three
following years, so that the burden per capile successively
rose to 1.849 yen, 2.522 yen, and 2.648 yen, or more than twice
the amount before the war.

In short, the war-time increase of taxes on receipts came to
represent 60 per cent of total revenues from these taxes.
This was certainly a very sudden and heavy increase of burden.
We must consider, therefore, what changes the increased
taxation produced in the taxes on receipts. The land valua-
tion, which forms the basis of assessment for the land tax, was
determined in 1884. During the twenty vears that had
elapsed after this date, the utility of land underwent a re-
markable change with the development of national economy.
As a consequence, there was a general and extraordinary rise
in land value, though the extent of the rise was different in
different localities. But the same rate of land tax remained
in force, which meant a comparatively slight levy in some
places and an intolerable burden in others. In spite of this
inequality, the rate was raised, taking practically no account
of these changed conditions. Hence, it cannot be doubted
that the inequality in the burden of this tax became very
serious.

The business taxes, which are placed on the income from
business as the land tax is levied on income from land, were
assessed, for the sake of convenient collection, on the condi-
tions of various businesses and not on income from them. In
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other words, of the amount of sales, the amount of capital, the
amount of contract or remuneration, the amount of rentals
for buildings, and the number of persons employed in the
business, two or three of the items were taken together and
were made the basis for assessment. Moreover the rate was
uniform for all sizes of business, but different according to
kinds of business. Therefore, the amount of the tax did not
agree with the income, which generally represents the effi-
ciency of business, but was heavy for a small business and light
for a large one, beavy for some kinds of business and light for
other kinds. However, it would be wrong to pass an unquali-
fied condemnation upon this system of business tax, for it
would be an extremely difficult and almost fruitless task to
attempt to estimate the income from each particular business.
When the rates of these taxes are low, their evil effects are
small. But during the war with Russia the rate was raised
by 150 per cent, for all sorts of business taxes without distinc-
tion, which at once made them an unjust and heavy burden.

As regards the income tax, it was raised at a uniform rate in
the first tax increase. In the second tax increase, however,
the rate was graded in consideration of the ability to bear the
burden. As a result of these war-time increases, the rate of
" tax A of the first class was raised by 252 per cent of the
principal rate, that of tax B of the same class by 180 per cent
to 500 per cent, while the third-class income tax rose by 200
per cent to 370 per cent. Moreover, no small amount of in-
justice was done in not raising the rate of levy on the second-
class income, that is, Interests on national bonds (and com-
pany debentures), though this was due to the government’s
policy to uphold the value of war bonds. When we consider
the burden of the whole taxes on receipts, we can not doubt
that the charge grew very heavy for the owners of land and
those engaged in business, because they had to pay the in-
creased income tax, besides the land and business tax, which
were abruptly increased at the same time.

We have already noticed how great was the extent of the
increase of taxes on receipts, and must now recognize that the

II
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increase of taxation necessitated by the war proved an occa-
sion of a far-reaching change in the condition of the levies on
receipts. Since these taxes are designed to be placed on the
receipts, especially the income, of the individuals, the so-
called income tax must theoretically form the basis, the land
and business taxes being imposed to supply its deficiencies.
Before the Russo-Japanese War, however, the land tax still
occupied its traditional position as the most important of the
taxes on receipts, and the others appeared in the light of sup-
plementary levies. In consequence of the economic changes
from the opening of the war, and in proportion to the economic
‘development, income and business taxes made a striking
growth and attained the status of independent taxes, in com-
parison with the land tax, which had small room for growth.

Taxes on consumption

Of the taxes on expenditure or consumption, the tax on
sake, the tax on soy, the consumption tax on sugar, the
hunting-license tax, and customs duties had their rates in-
creased, as already stated, while the consumption taxes on
textiles and on petroleum were newly created. At the same
time, the government manufacture and monopoly of tobacco
and monopoly of salt were inaugurated. Thus, all the im-
portant taxes on consumption were either raised in their rate
or newly created.

As the more important of the taxes on consumption have
the necessaries or semi-necessaries of life as the object of
taxation, and are charged according to the quantity consumed,
regardless of the ability of taxpayers to bear the burden, the
incidence of consumption taxes naturally falls upon the lower
classes, so that, from the nature of the levies, the rate of these
taxes cannot be raised so high as in the case of other taxes.
In the general war-time increases of taxation, however, the
rates of consumption taxes were unavoidably raised to a con-
siderable extent. In Table B at end of this chapter! is shown
the upward movement in the revenues from consumption

1 Post, pp. :36-’{.
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taxes, distinguishing the principal and additional rates of
these taxes.

Comparing the revenues from these sources for each suc-
cessive year during the war with the amount for 19034, the
year preceding the war, we notice that as against 53,120,000
yen, the amount before the war, the tax on sake rose to 58,-
750,000 yen, 59,570,000 yex, and 71,100,000 yen, of which the
increase of the rate contributed 11 per cent in 19056 and 12
per cent the next year. From 3,540,000 yez, the tax on soy
advanced to 5,100,000 yen, 5,270,000 yen, and 5,600,000 yen,
of which the increased taxation was responsible for 27 per cent,
33 per cent, and 3I per cent, respectively. The consumption
tax on sugar, which was 6,940,000 yen before the war, swelled
to 8,360,000 yen, 11,340,000 yezn, and 16,150,000 yen, of which
23 per cent, 59 per cent, and 62 per cent were represented by
theincreased taxation. The profit from the tobacco monopoly,
which stood at 14,860,000 yen before the war, advanced to
27,460,000 yen, 33,600,000 yen, and 32,570,000 yen, the per-
centage represented by the increased rate being 33, 45, and 45,
respectively. The custom duties rose from 17,370,000 yen
to 23,150,000 ye#, 36,750,000 yen, and 41,850,000 vyen, of
 which 10 per cent, 33 per cent, and 42 per cent were taken up
by the rate increase. -

As regards the newly created taxes, the consumption tax on
textiles yielded 5,490,000 yen, 17,800,000 yen, and 18,830,000
yen, the consumption tax on petroleum yielded 1,880,000 yen,
while the salt monopoly yielded 7,200,000 yex and 12,330,000
yen. The total revenues from consumption taxes advanced
from 97,730,000 yen, the amount before the war, to 132,330,-
000 yen, 174,020,000 yen, and 201,520,000 yen, of which the
increased taxation contributed 17 per cent, 38 per cent, and
42 per cent, respectively. The per capita burden of con-
sumption taxes, which was 2.019 ye# In the year preceding the
war, increased during the war to 2.719 yen, 3.527 yen, and
4.014 yen, the sums represented by the increased rate being
0.458 ven, 1,366 yen, and 1.670 yen. From the above it would
appear, so far as figures go, that the increase of consumption
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taxes was not so heavy as in the case of taxes on receipts. But
when it is remembered that the burden of consumption taxes
falls primarily upon the lower classes, who have small ability
to bear taxation, the conclusion is that the increased burden
was heavier in the case of consumption taxes than in that of
taxes on receipts.

Taxes on transacltions

As regards taxes on traffic, the registration tax, stamp duties
and other stamp revenues, and the exchange tax were raised,
while the transit duties and inheritance tax were newly
created. Table C at end of this chapter! shows the taxes for
the years 1903-8.

As set forth in the foregoing pages, the revenues from the
war-time increases of taxation represented some 50 per cent
of the total tax revenues. Of the incomes from taxes on
receipts, 60 per cent came from the rate increases, while the
rate increases contributed 40 per cent of the incomes in the
case of taxes on consumption and taxes on traffic. The war-
time increase of taxation was the heaviest on the receipt taxes,
while it was light on the taxes on consumption and communi-
cations and acts. However, when the question is considered
from the viewpoint of tax-bearing ability, apart from mere
figures, the 40 per cent of increased consumption taxes, which
fell on the lower classes with no property, was by no means
light, but, in comparison, was much heavier than the 6o per
cent of the increased taxes on receipts, which fell primarily on
the well-to-do classes. When the growth of tax revenues is
considered, comparing the index numbers before the war with
those after the war, it is found that as against 207, to which
the total tax revenues rose in 1906—7, the yields from taxes on
receipts recorded 210.3 in the same fiscal year, which was a
very small rise considering the heavy increase imposed—a
rise not much different from the same recorded by the other
groups, namely, the taxes on consumption and taxes on com-

i Post, p. 158.
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munications, which reached 206.1 and 200.3 respectively. In
other words, the advance in the yields from consumption
and communication traffic taxes was quite large, in spite of
the smaller rates of taxation, as compared with the taxes on
receipts.

As shown in the following table of comparisons of different
groups of taxes, the percentage for taxes on receipts reached
the highest point during the war and declined after the war.
This was due to the circumstance that during the war such
industries saw temporary prosperity as they were stimulated
by the war, while they returned to their former conditions
on the restoration of peace. On the contrary, the consump-
tion and trafhc taxes diminished in revenues during the war
and increased after the war. This result was caused, in the
case of the former, by the high prices, as well as the practice
of thrift, which were induced by the war-time increase of
taxation, etc., and which prevented the increase of the pur-
chasing power of the people, while in the case of the latter
general transactions were restricted on account of the war.

PERCENTAGE OF INCREASE AND DECREASE O CONSUMPTION AND TRAFFIC TAXRS,

19031908
Kinds of taxes 150354 | 10045 | 1905-6 | 1906—7 | 1907-8
Taxeson receipts............. 36.1 37.2 18.7 36.7 34.6
Taxes on consumption........ 55.6 55.2 53-% 55-3 56.6
Taxesontraffic.............. 8.3 7.6 7.4 8.0 8.
Total. .................. 100.6 | 100.0| 100.0| 100.0] I0D.0

INFLATION OF THE NaTIioNAL DEBT

Public loans

The public loans raised to finance the war with Russia
reached the aggregate of 1,584,000,000 yen. Besides, there
was no small amount of floating debt, such as temporary
borrowings, Treasury bills, and war tickets, made or issued
from time to time to fill up temporary deficits in the expenses.
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The total amount of public debt, excluding Treasury bills
and temporary borrowings, was only 530,000,000 yen before
the war (at the end of the fiscal year 1902-3). Of this amount,
the war loans floated for armament expansion and war pur-
poses were 200,000,000 yen, the industrial loans for railway
construction and other purposes 113,000,000 yen, the loans
for the consolidation of national debt and other financial
readjustment 176,000,000 yen, while other loans for altering
the administrative system and for the administration and
development of new colonial possessions were 41,000,000 yen.
But the issue of large war-time loans during the Russo-
Japanese War wrought a complete change in the conditions of
our public loans. Adter the war the debt rose to a total of
2,420,000,000 yen (at the end of 19067 fiscal year), which was
much more than four times the figure before the war, Of
this sum, the war loans represented I,588,000,000 yen, the
industrial loans 134,000,000 yen, the finance readjustment
loans 660,000,000 yen, and other loans 38,000,000 yen.

The war loans occupied only about two-fifths of the total
public debt in the pre-war time, while after the war they came
to represent some two-thirds of the whole amount. The
finance-readjustment loans also increased to the amount above

PusLic DEBT, 1g02-1908*

Amount of public debt Annual amount of | Average
at fiscal year end interest ennual
amount of
- interest on | Population
Fiscal Amount Amount| public
Total per Total per debt per
year capita capita | f00 yen
¥en ¥en ¥en Yen Yen

19023 530,180,811 | 70.854 | 25,324,259] ©.518 4.814 | 48,837,823
1903—4 635,930,871 | 12.825 | 30,623.185] 0.516 4.846 | 49,585,337
1904-5 | 1,436,940,177 | 28.580 | 72,365,938 1.445 5.049 | 50,087,018
19056 [2,242,001,372 | 44.262 | 109,323,845] 2.158 4.884 | 50,653,478
19057 | 2,420,265,082 | 47.308 [ 116,770.482 2.283 4.832 | 31,160,039
I907-8 |2,254,346,452 | 43.401 | 106,338,374 2.052 4.723 | 55,835.096

& This tabls is based on the Asnsal meforzgao-m of Siasistics of Nations! Debl, Treasury
bills and temporary borrowings are not incly



EFFECTS ON PUBLIC FINANCE I51

mentioned as a result of the conversion and consolidation of
war-time loans. With this rapid increase of public debt, the
annual amount of interest to be paid advanced greatly,
aggregating over 116,000,000 yer against 25,000,000 yen
before the war.

It may easily be seen from the foregoing table how great was
the influence exerted on the conditions of our public debt by
the issue of war loans during the Russo-Japanese War. The
average per capila amounts of the total debt and of the annual
interest therefore were about 10.854 yen and 0.519 yenm, re-
spectively, before the war, which increased to 47.308 yen and
2.283 wven, respectively, after the war. The war loans issued
at a high interest rate (6 per cent) caused a rise in the average
rate of interest on public loans, the payment per 100 yen com-
ing up to the maximum of 5.049 yex against 4.814 yexn before
the war. These figures are based on the Statistics of National
Debt, compiled in 1907-8.

Inquiring into the details of public debt, we note that the
domestic loans, which amounted before the war to 432,000,000
yen, advanced to 1,049,000,000 ven after the war. Of the
latter figure, the bonds represented 584,000,000 yen, or over
- half the amount. The foreign loans, which were only 98,-
000,000 yen, now increased to I,370,000,000 yexn, including
war loans of 1,269,000,000 ven. Thus, the war loans took up
practically the whole of the foreign loans. The total amount
of public debt, which was only 530,000,000 yen before the war,
increased to 2,420,000,000 yex, of which 1,628,000,000 yen,
or by far the greater part of the total debt, was represented by
war loans. See Table D at end of this chapter.t

Thus, about four-fifths of the public debt before the war
came under domestic loans, while, with the inflation of national
debt after the war, foreign loans increased to one and one-half
times the former figures. Consequently, more than half of
the interest on public loans was paid to foreign countries.
Qur financial and economic conditions thus became very
closely connected with those of the creditor countries, so that

% Post, p. 159
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they began to be immediately affected by the changes in the
economic situation in Europe and America.

Treasury bills and temporary borrowings

The national debt raised to maintain the balance of our
revenues against expenditures for the Russo-Japanese War
consisted of temporary borrowings and Treasury bills. Be-
sides these, there were war tickets, which may be regarded as
a sort of national debt but which it is proper to treat as cir-
culating bills. Therefore, we shall here discuss temporary
borrowings and Treasury bills only, leaving war tickets out
of consideration.

As was already noticed, the temporary borrowings made
for purposes of the war-time military expenditures varied in
amounts from 12,000,000 yer to 92,000,000 yen in 1904, from
8,000,000 yen to 505,000,000 yen in 1905, while the amount
was 77,500,000 yen in 1906. But what changes did these
temporary borrowings for war purposes produce in the total
amount of the government’s borrowings? The aggregate
borrowings for the year preceding the war totaled from 335,-
000,000 yen to 56,800,000 yen, but after the outbreak of war
the amount rapidly increased, reaching 54,000,000 yen to
119,800,000 yen in 1904, 54,800,000 yen to 82,200,000 yen in
1905, 32,800,000 yen to 144,200,000 yen in 1906, which,
however, declined by degrees after the war. The Treasury
bills issued for purposes of the war-time military expenditures
reached 10,000,000 yen to 100,000,000 yen in 1905, and 452,-
000,000 yex to 1,152,000,000 Yyen in 1906 and 33,000,000 yex in
1907. Thus, the issues for war purposes greatly swelled the
aggregates, which came to range from 35,000,000 yen to 104,-
000,000 yern in 1903, from 66,700,000 yen to 120,700,000 yen
in 1906, and from 48,600,000 yen to 98,400,000 yen in 1907, as
¢ompared with 10,000,000 yen to 20,000,000 yer in 1903 and
35,000,000 yen in 1904, the two years immediately before
the war. Thus, the temporary borrowings and Treasury bills,
so far as they were made or issued to supply deficits of war-
time military expenditures, totaled 12,000,000 yen to ¢2,000,-
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000 yen in 1904, 35,000,000 yen to 134,000,000 ¥en in 1905,
452,000,000 yen to 1,725,000,000 yen in 1906, and 33,000,000
yexn in 1907. Consequently, these two kinds of national debt
showed an extraordinary increase during the war, aggregating
64,800,000 yen to 154,800,000 yen in 1904, 908,000,000 yexn to
1,786,000,000 yen in 1905, I1,042,000,000 yen to 243,000,000
yen in 1906, and 77,100,000 yen to 133,300,000 yen in 1907, as
agamst only 45,800,000 yen te 76,800,000 ven for the year
previous to the war.

We may now consider the cond:tmns of these two kinds of
public debt by the figures at the year end. As is indicated
below, the amount raised for supplying deficits of the war-
time military expenditures came up to I,548,000,000 yen
(1904) and 1,786,000,000 yen (1905), as against 568,000,000
yen for the year preceding the war. The per capita amount of
this debt rose to about twice the sum, that is, 3.092 yen or
3.526 yen, as against 1.147 yen, the amount before the war.

AmounTts RalsEp FOR SUPPLYING DEFICITS, I903-Ig074

1903 1904 1905 1506 1607
Ra.xsedl for
sapplying
deficits of
war  ex- Ven Yen Yen Yen ¥en
penditures [ 7,000,000 | 92,000,000 | 134,000,000 | 48,200,000
Others, ... 49,849,200 | 62,840,000 | 44,624,200 | 86,495,333 | 77,146,614
Total.. | 56,840,200 | 154,849,200 | 178,624,200 | 134,695,333 | 77,146,614
Per capita
amgunt. .. I.147 3.092 3.526 3.527 1.448

& The per copita amount in the above table is based on the Sielistics of Notional Debf, compiled
in 1903—8. But the figures for 1967 are the results of the anthor’s own investigations.



TaBLe A,—INcuease v RevENUE rROM TAXES ON RECEIPTS, 1903-Ig0S*

19034 19045 19056 x906~7 1907-8
Details P P
Amount | % | Amount or:airt Amount &i’; Amount ;;':; Amount ce;l;:
Land tax: Yen Yen Yen Yen Yen
Principal . ... | 46,873,086 | 100 | 37,046,636 | 61 34,223,821 | 43 34,776,516 | 4%
Additional. ., ees o | 23,893,545 | 39 46,249,201 | §7 49,920,082 | 50 PN
Total...... | 46,873,086 | 100 | 60,939,781 | 100 80,473,022 | 100 84,637,498 | 100 84,073,927
Percentage of \
increase.. . 100 RPN 130 171.6 180.2 P 181.2
Business tax:
Principal. . ., 7,981,398 | 100 | 8,526,348 | 6x 8,570,302 | 41 0,241,956 | 42 fane
Additional, . . N . 8,241,093 | 39 12,104,229 | 59 12,661,135 | 58 e
Total..... 7,981,308 | 100 | 13,467,441 | 100 20,674,620 | 100 21,903,001 | oo 22,771,518
Percentage of
increase. ., veu 100 vas 172.4 . 59 . 274.4 P 285.3
Income tax: ‘
Principal.... | 8,247,577 | 100 | B,709,804 | 61 0,868,560 | 42 10,901,580 | 41 i
Additional. . ., cees .| 5.660,129 | 30 13,409,817 | 58 15,447,150 | 59 .
Total..... | 8,247,177 | 100 | 14,369,933 | 100 23,278,377 | 100 26,348,739 | 100 27,291,871
Percentage of
increage . van 100 174.2 282.2 319.3 330.9
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Summary: Yen Yen Yen Ven Yen
Principal. ... | 63,201,661 | 100 | 54,282,788 | 61 51,662.772 43 53,860.06: 41 e .
Additional. .. vene oo | 34,794,367 | 39 41,763,24 58 78,029,267 | 59 rees ‘.

Grand total | 63,101,661 | 100 | 89,077,155 | 100 124,426,019 | 100 132,889,328 | 100 135,037,316

Percentage of

increase, , 100 141 .1 197.1 210.4 213.8
. e W
Taxesonreceipts
per canio!
Principal. ... 1.3031 .. . T1.135 ‘e 1.068 ‘e 1.003 . ceee .
Additional. . . - 0.714 .. 1.454 . 1.85% . .
Total...., 1.303 | .. 1.849 .. 2.522 . 2.648 . 2.649 | ..

s The figures Indicating vields from the additional mates of the taxes ure taken from the Reporls on the War Finasnce. The ylelds from the principal rates
of different taxes are obtalned by subtracting from the total revenues of the respective taxes the nmounts of the Increased parts for the facal year 1906~7,
Tb&e population uaed In calculoting the per copita amount. ls that at the end of cach year. The same conditions apply to Tobles B and C, post, po 156 and
158,
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TanLe B.-~INCREASE BN REVENUE ¥roM ConsumerioN TAXES, 1903-1908 %

19034 1904~§ 1905~6 1906~7 19078
Details .
Per y Per Per | Per Per
Amount cent Amount cent Amount cent Amount cent | Amount | o,
Tax on Soka: Ven Yen Yen Yen Yen
Principal.....,...... | 53,128,084 | 100 | 5B,560,307 | xoo | 53,004,997 | 89 [ 62,823,740 [ 88 ere
Additional. ... ...... cen .. 182,208 . 6,481,145 | 11X 8,276,264 | 12
Totab. .. .vvnus vt 53,028,084 | 100 | 58,751,602 | you | 59,576,142 | ron | 71,100,004 | ro0 | ¥8,406,323
Tax on soy:
Principal...... irenas 3,544,528 | 100 3725018 [ ¥3 3,556,121 [ 67 4,883,499 | 69
Additiopal ... ....... v . 1,383,811 | 27 1,716,753 | 33 1,717,959 | 3I
Total............. 3.544.528 | 100 5,108,829 | 100 5.272,874 | 100 5.60%,458 | 100 { 5,474,691
Consumption tax on
Pri B}lgﬁir: 6 69 6 642,186 6 8
rincipal ... 42,9 00 425,531 | 77 4,642,1 1 159,35
Additilf))?ml .......... e . 1,936,763 | 23 6,706,131 gg 91997.35? %2 "
Tatal, oooovvunnnn 6,942,960 | 100 8,362,294 | roo | 11,348,317 { roo | 16,156,704 | 100 | 16,178,234
Consumption taxes on
textiles, ......... 5499348 { .. | 17,806,291 18,830,464 . | 19,119,635
Consumptm{: taxes on 882.08 8
etroleum. . ..... 1,882, ' 0
Profit from tobacco mo- o™ 58,07
. nopoly:
Principal ............ 14,898,291 | 100 | 18,532,214 | 67| 18,444,170 | 55} I7,804,690| 55
Additional. .. .. Caree cees 8,929,793 | 33 | 15187,888 | 45| 34.679,794 | 48
Total,....vvvonene | 14,898,291 | 300 | 27,462,007 | 100 | 33,602,058 | 100 | 32,574,484 | 100 | 35,607,902

dva FSANVIvI-0SsSn¥ FEL 40 SIDHELIH DINONODE ofI



i

I Yen Ven Yen Yen yms 6‘
*Profit, salt monopoly. .. ceen e PN e 7,204,451 o | 12,339,247 v | 13,297.84 e
*I’mﬁt: camphor }'m 273,513 o 712,600 | .. 743,579 .. 1,063,826 | .. 898,165 | ..
*Taxon patent medicines | 1,235,184 | .. 1,189,449 | .. 1,355,053 | .. 1454667 [ .. | 1704792 | ..
Tax on playing-cards. . . 83,608 | .. 108,323 | .. 126019 | .. 143,130 | .. 180,955 | ..
Tax on hunting licenses:
Principal............ 250,260 . 136,554 .. 70,608 e 93,064 v 105,944 | ..
Additional ... ....... PN e 72,399 o 163,435 o 215,435 ‘e 245400 | ..
Total............. 250,260 | .. 208,953 | .. 234,043 | .. 308,499 | .. 351,344 | ..
Customs duties:
Principal ..... veenees [ 17,378,303 | 200 | 20,745,732 | 9o | 24,582,998 | 67 | 24,071,820 38 caen ‘e
Additional. ... ...... ey ‘e 2,413,990 | 10| 12,074,384 1 33| 78713 | 42 - .
Total. ............ | 17,378,303 | 100 | 23050731 | 100 | 36,757,382 | 100 | 41,853,533 | 100 | 50,027,305 | ..
Sul’;‘m’y:l B 8 6,6 6 687,78
rincipal . . .. .. .. ooal | 977340737 | 100 | 110,144,827 3 | 106,615,731 2 | 117,687,789 | 50 e
Additn}:mal. s R 32:301:301 17 67,4101468 ‘e 83:838:227 42 o
Grand total. ...... | 97,734,737 | 100 | 132,446,128 | 100 | 174,026,209 | 100 | 201,526,016 | 100 [221300,270 | ..
Increase in receipts. . . 100 seo. |135.5 ceer |178.0 N FLG | vee.  |226.4
Taxes per capila:
Principal............ 2.019 e 2.261 . 2.161 ‘e z2.344 | .. e
Additional, . ........ .. 0.458 s 1.366 | ., 1.670 .
Total, o vuuvuneunn. 2.019 .. 2.719-1 | .. 3.527 | .. q.014 | . 4.341 e

« The asterjsk (%) indicates the taxes which were not incrensed, The revenue from the consumption tax on sugar does not include the part collected
In stamops,  Of the mnsumruon taxes on textiles, all except the charge on woolen fabrics was paid in stamps down to 1906—7; that e to say, the item for
consumption taxes on textiles in regular tax revennes conaisted salely of the revenue from the tax on woolen fabries, which represented, of ¢ourse, only
part of the receipts from the levies on textiles, However, as the consumption taxes on textiles other than woolen fabries amount to an important part of
the receipts, we include among the consumption taxes on textiles all these taxes, taking the figures for each tax from the table of consurnption taxea on
textiles in the Thirty-fourih Annwal Reporl of Slatistics, page 104, isaued by the Taxation Buresu. The itew for mmu!ri&tian taxea on textiles foy 19078 also
includes the amonnt collected in wtampa, The profits from the tobacco and salt monopoliea are baxed upon the Reports on the Financey of the Ruseo.
Japanese War, and the Reporis on the Finances after the Russo-Japonese War. The amounts of stamp dutles on patent medicines and the hunting-license
tax ate talen from the table of the patent-medicine tax, page 33, and the table of the hunting-license tax, rage jg. of the anoual reference tablea In the
Thiriy-rixth Annuol Report of Statistics, issued by the Toxation Bureau, The proiit from the ealt monopoly for xgos~6 includes the revenye from the salt tax,
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TasLe C—INCREASE IN REVENUE FROM TAXES ON TRANSACTIONS, 1903~-1908%

19034 19045 19056 1906~7 1907-8
Details
Amount cl;f:; Amount cI:?l:: Amount cr;;‘; Amount gfl'; Amount cl:f,ft
Stock-exchange tax: Yen Yen Yen Yen Yen
Principal.............. 811,580 . 647,595 1,120,550 2,339,916 veus
Addittonal, . ......... veee . 232,682 1,120,548 2,339,915
Total.....ovvevnnns 811,580 880,277 2,241,098 4.679,83x 3,154,929 .
Trans}t duties. ........... 344,308 2,211,860 . 2,463,801 2,773,550
Inhetitance tax........... - 629,684 | . 1,405,425 1,822 297
St\;’mp duties and revenues: - . ¢
rincipal. . ..o vivevenes 12,600,431 1, 7e8,y 10,385,139 | .. | 12,741,650 . .
Additional. ool T 3/525,368 se80112 | .. | 589,553 : :
Total, ... veves woes | 12000438 | .. ) 14644033 | .. | 16,066,251 18,561,203 . | 22,914,170
Tax on issue of bank notes. 8az603 | .. | nvo6234| .. | 2,472,080 1,692,285 3,329,916
Tonnage duties. . ...... ces "4301530 . '465:066 . '538,435 5801581 610,458
Summary:
Principal. .. ........ eor | 14,666,144 | 100 | 14,737,660 | B1 14,516,213 | 60 | 17,354,432 | 59
Additional....,........ cres .o | 3502355 | 19| 9,643,213 | 40 | 12,028,694 | 41
Grand total. ......... | 14,666,144 | 100 | 18,240,015 | 100 | 24,159,426 | 100 | 29,583,126 | roo0 | 34,608,520
Percentage of increase in
receipte, .. ....uy . too 124.3 164.7 . 200.3 235.9
Traflic taxea per copita: . o
Principal, . ... ......... 0.303 0.284 0.263 . o347l -- cree .
Additional..,.......... 0.072 o.196 | .. o.240 | .. veee .
Total.......... ©.303 0.356 0.489 0.587 [ .. I 0.676

» The item In this table comprising the re

the sugar-conmumption tax collected in stamps, is added,

ration tax, stamyp duties, and other stam

, thie revenue from varloys sorts of feos,

An asteriak lndicaten the taxes which were not incressed,

revenues represents principally the so-called stamp revenues, with
the excluslon, however, of the taxes collected in stamps, {.¢., stamp duties on patent med?dneu, the pla';rlnn-cnrd tax, and the hunting-license tax.

While the
greater part of the item consista of the registmation tax and stamp dutics

, ol wedl o s small amount of revenue from
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TasLE D,~INCREASE IN Revenug ¥RoM FOREIGN AND DoMustic LOANS, 19oi-1oo8

Loans 19023 1903~4 19045 1905~ * 1906~ 1908
Dun;eatic:
Loana connected with Russo- - Ven Ven Yen Yen Yen Yen
Japanese War......... 96,977,350 | 373,125,378 | 63749375 | 583,739,250 574.001,350
Others. ... .... e 433,550,811 | 441,332,521 | 4sB,517,002 | 466,980,907 | 465,817,255 | 514,643,878
Total. .oivviivennnirs 432,550,811 | 538,309,871 831,643,177 | £,000,730,372 | 1,049,546,035 | 1,088,645,228
Foreign:
Loans connected with Russo-
Japaneﬂe War......... e e 507,676,000 1.044,541,000 1,269,174,379 1'054'408'024
Others, .. .vvuvvvivvrvans, | 97,630,000 | 97,630,000 97,630,000 97,630,000 101,535,200 111,498,200
Total....vuvvivvivaneo | 97,630,000 | 97,630,000 | 605,306,000 | 1,142,271,000 | 1,370,700,579 | 1,165,701,224
Grand total............. | $30,180,811 | 635.039,87t | 1,436,949,177 | 2,242,001,372 | 2,420,256,082 | 2,254,146,453
Total foreign and domestic ”
loansconnected with Russo-
Japanese War.,........ . cees 96,977,350 | 880,801,275 | 1,677,390.375 | 1,852,903,620 | 1,628,404,37
Total of other loans. . ...... . | 830,180,81t | $38,0962 521 556,147,903 808,685,997 | 1,035,976,453 | 1,004,566,07

s This table Is hased upon the Annual Reporl for roor-8 of Stafisties of Natfonal Dabi.  The second 4 per cent sterling bonde of 2.
pet cent stecling bonds of 224,540,000 yen (1906-8) were both consolidated loans In reality, but the former laving been lssue
issues of our exchequer bonds, and the Iatter for the converslon of the first and second 6 per cent aterling bqnds. they are lncluded

and
the firat and second
song war Jonns in this table,

948,000 yan (1008-8)
for the converslon of
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CHAPTER 1II
EFFECTS ON MONETARY CIRCULATION

(GENERAL REMARKS

Through the outbreak of the Russo-Japanese War, a large
sum of foreign capital suddenly flowed into our country, while
an amazing amount of funds was also raised from various
sources at home. These funds were redistributed at home
and abroad through the channel of military and administrative
expenditures. This stupendous movement of capital caused
from time to time changes of varying importance in the money
market. Taking a general view of this movement of capital
due to the war, the fund for the war-time military expendi-
tures, amounting to 1,721,000,000 yen, and the fund for the
war-time administrative expenditures, amounting to 221,000,-
000 yen, with the aggregate of 1,942,000,000 yen, were raised
to meet the requirements of the war. Of this sum, 1,730,000,-
000 yen was actually disbursed as war expenditures, namely,
1,509,000,000 yex as war-time military expenditures and 221,-
000,000 yen as war-time administrative expenditures. The
period of time during which the movement of capital contin-
ued was, roughly speaking, from October, 1903, to July, 1907,
though, of course, it was most active during the war time.

Before entering upon the main subject, we must study the
dynamic condition of the capital absorbed as war funds from
the money market, directly or indirectly. The chief sources
of revenue for the war funds, as we have seen before, were the
revenues from public loans and tax increases, and the transfer
from the general accounts. Other sources were the special-
accounts funds, the contributions to the war funds, the income
from the sale of government properties, the receipts from trans-
portation, and special and miscellaneous revenues. In addi-
tion, there was the surplus and increase of revenue in the gen-
eral accounts. Besides, the deficits of these funds were made

%0



EFFECTS ON MONETARY CIRCULAYION 161

up by the issue of the Treasury bills, temporary borrowings
from the Bank of Japan, accommodation from one item to
another in the Treasury finance, and the issue of war tickets.
These items of revenue wrought diverse effects on the money
market, according to their nature. The special-accounts
funds, the accommodation from one item to another in the
Treasury finance, and the surplus and increase of revenue in
the general accounts, however, had no direct effect on the
money market, as they did not draw funds from it. The
revenues from the issue of public loans, the tax increases, the
issue of the Treasury bills and temporary borrowings from
the Bank of Japan exerted the greatest influence on the mone-
tary condition.

There was a difference in the effects on the money market
of Japan between the importation of foreign capital and the
absorption of domestic funds for supplying the war needs.
The latter naturally caused a scarcity of capital and more or
less stringency in the money market by suddenly diverting a
huge amount of funds from industrial circles. If there had
been no other circumstance to relieve the situation, a blow
would have been dealt to all new enterprises, at least for a

. time, and also a stiffening of monetary circulation would have

resulted from an abrupt change in the demand for goods,
which must cause the collapse of a part of the country's in-
dustry. Fortunately, however, the foreign loans counterbal-
anced the above-mentioned tendency, and when the funds
raised at home began to be scattered among the people as war
expenditures the blow to the domestic industry proved com-
parativelyslight. The imported capital lightened the pressure
on domestic funds and prevented the outflow of specie for the
purchase of military supplies from abroad. Moreover, the
amount of currency circulating in the country was augmented,
which not only made the circulation of capital easy, but also
inspired the general industrial world with a new spirit of activ-
ity and stimulated a fresh demand for capital.

The receipts from foreign loans and their monthly amounts
were as follows:

Ia



162 ECONOMIC EFFECTS OF THE RUSSO-JAPANESE WAR

S1ERLING BoONDS, JUNE, 1904-JANUARY, 1006

British | American | German | jotlin
Issue Date CUIrency currency cusrency ‘ii}:?é:f;
. Pounds Dsilars Marks Yen
First....... fune, 1904 | 4,150,000 . cens 40,040, 201
July, 1904 | 2,500,000 24,120,603
Aug., 1584 | 2,350,000 22,673,367
Total..... 9,000,000 e e 86,834,171
Second.....| Dec,, 1904 | 1,275,000 | 2875601 18,001,588
Jan., 1905 | 1,500,000 | 22,472,659 §9,016,781
Ffeb., 1905 | 1,300,000 14,472,362
Mar,, 1905 930,000 8,972,864
Total. . ... 5,205,000 | 25,348,350 coer ) 100,463,595
Third......| Apr.,, Ig05 | 2,512,500 | 3,614,583 31,405,890
May, 1905 | 3,000,000 | 3,614,583 36,109,408
}ame, 1905 | 3,000,000 | 56,141,709 140,226,603
uly, 1905 | 2,250,000 e 21,708,543
Aug., 1908 | 2,250,000 21,708,543
Total. . ... 13,012,500 | 63,370,875 251,158,987
Fourth._ ..., Aug., 1905 | 1,675,000 | 4,819,444 | 47,035,000 | 47,904.671
Sept., 1005 | 1,000,000 vaan 9,648,241
Qct., 1905 | 1,000,000 43,456,250 | 30,150,754
Nov., 1905 | 1,000,000 | 37.427.866 83,836,161
Dec., 1005 | 2,000,00C 86,912,500 | 60,301,508
Jan., 1906 | 2,000,000 aees 19,296,482
Total..... 8,675,000 | 42,247,250 | 177,403,750 | 251,137,817

The above four foreign loans were the ones newly issued
for the war, their combined face value totaling 800,000,000
yen. In addition, portions of the exchequer bonds of the
fourth and ffth issues were sold abroad, and the foreign
capital, amounting to 120,000,000 yen, flowed into the coun-
try. These exchequer bonds were redeemed with the fifth
foreign loan of 250,000,006 yen, issued for consolidation in
December, 1905, and paid up by the end of May, 1906.
About 100,000,000 yen of this sum probably fell into the
hands of our countrymen. The foreign capital imported by
private concerns since 1go3 amounted to somewhere between
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50,000,000 yen and 60,000,000 yen. Altogether, the foreign
capital utilized by our country during the war-time period
reached to upward of 1,000,000,000 yen.

As for the internal funds, the public loans must first be ex-
amined. The proceeds from the first issue of exchequer bonds
were received at the Treasury from April, 1904, to July, 1905;
from the second issue, from July, 1904, to July, 1905; from the
third issue, from December, 1904, to October, 1905; from the
fourth issue, from April, 1905, to November, 1g05; and from
the fifth issue, from June, 1905, to February, 1906. These
receipts aggregated over 434,000,000 yen. As already stated
the exchequer bonds of the fourth and fifth issues were partly
sold abroad and were redeemed by the issue of the consolida-
tion foreign loan, thus converting an internal loan into a
foreign loan soon after its issue.

ExcurqUER BoNps ANp MoONTELY RECEIPTS*

Date First Second Third Fourth Fifth Tatal

¥en Yex ¥Yen Fex Fen
1,747,786 e ees cias 1,747,786
6,037,530 cies 6,037,530
£2,470,369 cees 12,470,169
13,811,103 673,819 14,484,922
6,843,331 | B.615.350 15,458,081
..f 9427031 | 12,018,327 21,445,358
..} 18,050,405 § 9,635,551 [ .. e 28,586,046
..} 10,180,058 8,244.020 [ e fean 18,424,078
8,870,786 | 7.075,200 | £,507.044 e eeun 17.4532.03¢
3.393.575 | 6,731,877 385,883 . R 14,511,335
265,279 | 8.352,870 g 741,148 cees s :2.359.097
455,532 | 15.998.204 | %35.873,182 saan aaea 32.368,318
20,392 { 10.575.800 | 11,041,356 | 2,778,105 ina 24,415,643
5404 | 2,590.475 | 8.500.,045 [ 15,845,535 e 27.032.44%
2,203 435,791 | I4,7067.392 | 56,614,085 | 4,I75.102 | 75.994.00§
112 23531 5.327.279 | 3.775.335 7.443,078 16,558,755
- e %,880,883 | 5.770.I85 | 41,450,587 | s0.13005%
ces . 147,754 | 4.083,871 § 18,198,100 | a22,429.815
e - 35,941 | 1,201,014 | 94943090 | 10,721,954
e vens e 575,060 6,207,548 6.438,617
13638 ans . PN 2,812,715 2,835,353
ke N 39,;76 39,176
e 57,865 31 ciea Bs, 143,579
*168, 481 *a7.592 §0.354 e R % *136.710
N faan 55,506 a1.58¢ s #36.026
P beea 18,126 22,085 5059
fean . . %4001 *4.901

$2,376.125 | 90.98L.70Y | 72.388,676 | 00,254,063 | B0.084.082 | 434.885.643

‘Theuuiwburmgthemark*mmuﬁemdmthem&m!hnmuuinmmumthemiaf
gmants of the ext v military ditures, a3 they came into the Tressury too late.
ther figures represent the receipts paid in on time.
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Besides the exchequer bonds, the extraordinary-affairs
loans were issued after the war as a part of the funds for the
war-time military expenditures. The receipts from these
loans came to the Treasury from March, 1906, to March, 1907.
They amounted to over 294,000,000 yen, of which over 189,
000,000 yen were spent as military funds and over 105,000,000
vyen for rewards and pensions.

MoNTHELY RECEIPTS FROM EXTRAOCRDINARY-AFFAIRS LOANS S

¥ssued for
Issued a8
Date s rewards and Total
military funds penisions
Yo ¥en ¥Yen
3,020,450 v 3,020,450
35,616,414 e 35,516,414
52,452,676 s 52,452,676
27,888,072 . 27,888,072
31,805,621 95,000,000 126,805,621
32,701.749 3975418 36,677,167
5:.347,201 AL 5.347.201
177,642 194,275 371,917
37.867 561,450 599.317
35,659 40,375 76,025
*ro11 vees *1,011
*1 7,3;3 663,765 646,552
4,751,520 4,751,520
Total. .. ............ 189,064,218 105,186,803 264,251,021
= The receipts bearing themk*mmﬁemdm&tmhnwwmesinmm
accounts of the extracrdinary military expenditares, s they came into the Treamwry too late,
Other & the receipte paid in on time. The loans for military furds were izsued in

mﬁmgm&mmmm“d pensions were issged in the form of
ey are Inchuded 1 the voral of the Wt atmt miliary Chpcnisturcs for the sebe of comventence,

After domestic loans already described, the next important
channel through which home capital was absorbed for war
purposes was the increase of taxes. Taxation means a com-
pulsory and universal contribution of part of the people’s
incomes, which would otherwise add to their capital; in this
respect, taxation differs in its effect on the money market from
the issue of a loan, by which only floating capital is absorbed.
The funds, therefore, which are received as taxes include many
fragmentary sums which cannot form a part of the capital at
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disposal in the money market, so that the effect of tax increases
on the money market must only be indirect. In other words,
the tax increases operate no more than as a cause contributing
to prevent an increase of capital in the market. From the tax
Increases, as already stated, 260,000,000 yen were obtained in
the fiscal year of 19045 and 148,000,000 yen in the following

fiscal year. Their monthly receiptscan be tabulated as follows:

EstMATED MoNTELY RECEIPTS FROM TAX INCREASES *

Date First increase | Second increase Total
1904 Yen Yen Yen
April. .. ... il.L. 1,388,924 cien 1,388,024
MaY..ieiie i vraeirrinans 1,388,024 1,388,924
BRE. .. .evuiiranianansan 3,931,240 e 3.931.240
uly . Ceenaan 1,388,924 - 1,388,924
Avgust................cx 3,346,611 .. 3,146,611
September e 1,470,444 .. 1,470,444
October................. 7.713:943 e 7.713,943
November............... 1,784,123 e 1,784,123
December............... 8,615,713 .. 8,615,713
1905 )
Jamuwary................. g::;r,?gé waen 6,:2‘,;,;«;;
................ 2,2 - 3:292,2
March.................. 7,292:103 eenn 7,202,102
April. ... . aalllls 10,203,665 1,752,519 12,046,184
*1,839,007
May..ocouciiiiannnnnna. 4,110,203 2,505,503 6,115,706
*2.060,203
Juse.. .o, 11,404,060 6,801,337 18,295,597
*10 194.,969
Juby.ooee L 5,800,719 4,526,597 10,327,716
Avgust................. 4,876,908 7:390,783 12,267,691
September.............. 3,069,658 4,737,862 7.807,520
October. . ............... 7.783,304 7,929,048 15,712,352
November............... 3,581,432 3,661,839 7:243,271
December............... 11,028,936 11,180,050 22,208,586
1906
ANDATY e v vovnsnnvncnans 6,641,000 6,426,886 13,368,705
ebruary.......... ... 5.170.060 8,197,597 11,368,557
March............ R 8,086,449 6,004,812 r5,081,261
%rnl ................... 7.572,873 4,433,278 12,006,149
BY i snarsencraanenan 1,282,001 vene 1,282,091
Total. .....cvvnviies 138,744,103 74,128,799 212,872,902
*76,542,224 *150,671,023
T e Y
and May, 1006, The side figores marked with the asterisk (%} in the above tabis
be paid nﬁseﬁsmi 1905-0, T&n&uhﬂmmw&fwsmﬂuimmdm

Rusmo-Japantse Wa.
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Other revenues, though less important than the incomes
from public loans and tax increases, were absorbed from the
domestic money market between February, 1904, and July,
1907. They amounted to a total of over 50,000,000 yen.
The details are as follows:

MoxnTHLY REeCETPTS FROM OTHER SOURCES OF REVENUE,
FEBRUARY, I904—JULY, 1907

Sate of Revenane .
Contributions gOvernmen! tran Special | Miscellaneous
Date to war funds momt &;ﬁa@: revende revenue Tatal
¥Yen ¥en Yeu Yen ¥Yen Yen
58,231 e - 45 58,28
778,838 3177 . . 4321 786,3,
367,32 8,610 R . 2,351 276,221
184,506 13,295 .. e 9,492 267,903
93,202 51,068 . .. 5.075 140,435
77945 42,130 . 4,008 100,660 222,755
78.418 30,350 . e 7.357 113,001
30474 3:1.033 . 2 11,389 82,518
53.788 20,477 JUNRN 15,518 $I,781
14,010 33.012 . 37818 89,843
118,438 £4.06358 P 18,11z 181,207
23.255 65,056 .- P 44.339 535,661
10,303 58,6908 . aees 21,150 96,358
152,581 66,156 cean 1,004,003 | 1.721.820
123,387 63,4610 1 37,331 229,342
81,008 55973 7987 44,501 189,239
8,241 73.087 87,931% 80,667 258,830
o901 91832 . 70.808 150,800 324,531
9.487 87.032 . 103,413 153,008 333,043
32,5486 81,393 cen 10,815 106,150 231,384
3,213 142,063 . 129,606 302,770 477654
2,057 238,600 s 35,557 56,537 332,840
34993 365.805 .- 201,007 93.903 696,877
14,845 910,364 28,506 40,123 408,525 | T.410.458%
2,460 005,275 253,878 £,3 357,818 | 1,533,084
6,961 1600011 | 1,063.040 74.48 382620 | 3157027
4.331 :.gz 1,086 778.0 11,597 269,029 | 2,488,107
5.088 1,648,454 628.570 | 1.409.201 2,405,687 | 0.007.306
5108 2,359.483 17,709 267,580 115, 2,665,478
97§ 1,054,460 3.484 | 358218 1,810,345 | 3.235,380
2,440 800,836 79550 431,362 353,008 | 1,197,203
225 1,398,119 116,853 37,882 311,001 | 1865354
617 1.159,046 | 1,266,107 317,312 231.877 { 2.895.040
1,913 I,101,418 507,087 58,296 383,750 | 2.050.4
[-31] §37.385 { 1,598.733 80,828 1,989,318 | 4,206,838
2,573 727,665 G7.440 390,323 100,336 | 937337
20§ 361,000 | 1,503,224 63,872 1,665,364 | 3.5903.005
23,350 1,373.305 | I.445.13 75841 3,007,615 | 5.935.445
886 10,282 2,4 2,107 2,657 57,738
18 13, 28,733 . &31 29,41
6853 . aas . 225,382 226,23
. s PR . va 74X 74%
3,335,173 | 18875310 | $.278.783 | 3.5:6,316 16,107,520 [50,308,008

The grand total of the war funds, including the revenues
from domestic and foreign loans, the incomes from the issue
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of exchequer bonds, the transfer from the general accounts
based upon the revenues from tax increases, the transfer from
the special-accounts funds, as well as the contributions to war
funds, the proceeds from the sale of government properties,
the incomes from transportation, special and miscellanecus
incomes amounted to I,72I,212,256 vyen. Of this figure,
983,845,592 yen were receipts from public loans; 434,885,638
yen, receipts from the exchequer bonds; 182,430,129 yen,
transfer from the general accounts; 69,311,977 yexn, accommo-
dation from the special-accounts funds; 2,331,176 ven, con-
tributions to the war funds; 18,875,115 yen, sale of govern-
ment properties; 9,908,784 yen, income from transportation;
3,516,325 yen, special revenue; 16,107,521 yen, miscellaneous
revenue. :

In addition to these revenues, there were 221,000,000 yex of
the war-time administrative funds (received into the general
accounts), which must be included in the war-expenditure
funds. Setting aside this item for the present, we shall see in
the table on page 168 the monthly receipts for the war funds
as a whole and the monthly disbursements of the war-time
military expenditures.

SurPLY AND DEMAND OF CAPITAL

General survey

The absorption of an enormous amount of funds at home for
war expenditures naturally tended to cause a dearth of capital
among the people. The slump in the general economic ac-
tivity due to the war, however, accompanied a fall in the
demands for capital, at least at the beginning of the hostilities,
which saved the money market from becoming stringent.
While the national capital was increasing as the war progressed,
through the encouraging of the habit of thrift, the great inflow
of foreign money began in May, 1904, to swell the funds at the
disposal of the country. Moreover, the issue of the exchequer
bonds could be repeated without any serious effect on the
market, because precautions were taken to lend sparingly and
thus to increase the available funds. Simultaneously, de-
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MonNTaLY INCOME AND DIspumsEMeNt For Waw, 16031907

Date Income Disbursement
1903 ¥Yen ¥en
October. . Cr e P t,762
November. . ........... o ieivriennnn. P 2,876
December..........c. ..ol ren 16,006,682
1904
%aauary .............................. ves 4,399,295
ebrmary .. .. i 58,285 20,130,454
March. ... ... e 2,191,847 25,832,117
April. et 27,326,424 29,663,261
May. .. . iciiiiineaan 18,309,019 30,084,656
}une ................................. 47,300,477 33,041,423
L3R 53,387,830 42,380,691
August. .. ... ... it 48,256,529 71,479:41%
September. .. ........ ... . ... ... ....... 17,097,859 53,099,431
October. .. .. ...t 21,160,283 56,973,588
November..................c.vniehas 31,236,024 49,398,312
December..........c.iiiiiiiiiinnes 59,966,809 65,761,480
1905
{\aﬁuary e taeneieniaan 73,916,383 46:378,275
ebruary. ... .. ... i 47:350, 62,201,455
Maszch. .. . . R, 41,251,028 67,135,817
Aprl. ... i e 68,510,948 66,956,623
May. i i i 102,373,020 85,323,524
}une ................................. 162,872,145 860,441,491
uly.... S . 104,768,502 68,512,350
August. .. ceias 118,522,725 57.455.491
September. .. ... .. ... iiiiiiiiiaean.s 18,001,339 46,385,545
October. ... ... ..., 47,129,874 47,879,228
November. ... ..........ciiiiiienne 118,119,268 30,607,435
December. ...............0iiiinn 61,230,262 44,450,603
1906
{:annary .............................. 56,367,150 15.429,361
131 71 U 1,547,487 15,504,067
giarch ket meeriaraeeras s 13.998,?43 26,543,941
;1 S 38,032,335 20,558,022
IJ:;'I ................................. 58,533,656 13,626,184
T T 30,548,559 14,547,045
LT . 35,041,508 . 5,626,821
Auvgust. .. ... ... .. ... ... . ..., 133,504,368 107,585,638
September. . ... ..., i 7,007,064 7,:215.434
October. .......0cvvenens e 3.228,379 11,860,836
November.........ooiiniiiiviennrnnn- 2,649,781 7,675,426
December..............ocoiiiaiiin, 4,263,693 11,982,352
Igo7
{Tansary .............................. 937,327 7,015,349
EDTTARY . . . . cia i hcia ety 4,257,431 11,083,065
March. . ...t it it et 10,676,665 13,698,961
ﬁ‘pril. e aar e remr e 17,738 4,703,086
- Y 29,414 2,432,155
}uﬁe ................................. 226,237 7,700,252
LT 3 AN 741 .
1 oo EF3LEI2,256 1,508,472,538
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posits were constantly increasing. In the meantime, activity
was gradually resumed in the general industnial circles, owing
to the rousing of the popular mind by the repeated triumphs
of our forces, to the increase of demands for munitions and
other war supplies, and to the rise in purchasing power
among the people through the inflow of foreign capital. From
the spring of 1905 to July or August of the same year business
was prosperous, prices soared high, convertible notes were
issued abundantly, loans at banks increased, encouraging
brisk investment, and the money interest showed some
tendency to rise. Due to our successes in war, our financial
credit in the world was enhanced, so that the exchequer
bonds and other negotiable instruments were purchased
abroad in large amounts, thus greatly adding to the inflow of
foreign capital. In the latter half of 1905, however, the
disappointing peace terms were reported from America and
the prospects of the rice crop were unsatisfactory, so that the
demand for capital was on the decline, and there was a peneral
depression of trade and a slackness in the money market.
After November, 1905, the rate of interest fell markedly, and
in 1906, though post bellum enterprises were put on foot in
-rapid succession, the conditions of monetary circulation did
not improve to any appreciable degree. In 1907 the economic
circles were calm at first, but due to there being no further
" importation of foreign capital, and *to a2 number of bank
failures after March, through a2 reaction to the former boom,
the stringency of money reached its climax in May and June,
although the newly organized corporations had been able to
begin business before that.

Such general conditions of the money market resulted in
changes in the rate of interest, in increase or decrease in the
lending of deposit money, and affected the system of conver-
sion. These economic phenomena will be briefly discussed.

Changes in the rate of inlerest

Under the circumstances mentioned above, there were
fluctuations in the rate of interest, but the waves were not
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very high. At the outset of the war capital at home was
accumulated, though much of it was absorbed in military
expenditures, and the economic stagnation encouraged no
fresh investment; so the rate of interest was almost stationary,
or even fell slightly on the fixed deposits throughout the coun-
try. However, as the war situation progressed, more funds
were required by reviving activities of the general industrial
world and by the flotation of national loans, etc. Though an
enormous amount of foreign capital made its way into our
country, the rate of interest had an upward tendency from
June or July, 1904, to the latter half of 1905, when it reached
the highest. A downward tendency was manifest in February
or March, 1906, and the gradual fall continued until the first
half of 1907.

To cite concrete figures, the Bank of Japan raised the rate
of interest for the first time in July, 1904, after the war had
been declared, next in December of the same year, and lastly
in June, 1905. The combined rate increase was only 6 rin
per diem per 100 yen as compared with the rate before the war.
Then the rate began to fall, and it was reduced by 4 iz in the
two changes, in March and May, 1906, as compared with the
highest rate in the war time.

Discount rate
. Bank of Ja-
Date of revision pan i:;{:eirest Back of
On Cail 10an ANK O
; Japan QOther banks

Sen Sen Sen
Mareh  18,1603................. r.7 1.6 1.9
uly 2, 1804, ... i iinaeas 1.9 1.8 2.1
ber 19, I904. ... ... iiinnnnnn. 2.1 2.0 2.3
June 6, 1905, . coocni e 2.3 2.2 2.5
M 12,1900, . ... . ... 2.% 2.0 2.3
May L,I9O6. ... .. ien s ; 1.9 1.8 2.1

The rate of interest on deposit money throughout the
country fell by .0o1 in and after November, 1903, so that it
stood at .059 for a long time. But it rose again to .06 in
April, 1904, which continued to July, 1905, when the rate
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FrucTuaTION OF INTEREST, 195041907
At the
Throughout the country Toizyr:i Banks
Date Syndicate
Interest on j Discount rate | Interest on
fired deposit per diem fixed deposit
1904 Per cent Sen Per cent
0.59 2.84 ©.347
. 2.92 ¢.553
2.91 0.552
.60 2.92 0.550
: 2% 0.549
o 0.554
2.97 0.558
¥ 2.8 a.556
£ 2.97 0.561
bt 2.96 0.560
= 2.94 ©.562
= 2.99 ©6.563
e 3.00 0.563
" 2.97 0.565
* 2.94 0.561
= 2.96 0.563
* 2.95 ©0.562
TIE 3 .w 0'563
o.61 3.04 0.575
" 3.08 0.58g
0.62 3.407 ©.550
y 3.03 ©.571
0.61 3.04 ©.586
0.62 3.c2 0.588
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began to show a steady upward tendency. Once,in November
of that year, it fell to .061, but in the following month the
interest rose again to .062. Once more the rate became .061,
in March, 1906, after which the money market gradually
slackened so that the rate became .06 in April and .059 in
July, finally to come down to .058 in and after August. A
further fall to .057 occurred in November of the same year.
The changes in the daily rate on discount went almost
parallel with the figures indicated in the table on page 171.

Bank deposits and loans

First let us consider bank deposits alone. These and
postal savings markedly increased despite the outbreak of
hostilities, due partly to the greater thrift and diligence of the
people and partly to the prosperity of those engaged in the
industries which absorbed a huge amount of outlay for mili-
tary supplies. The ordinary deposits at the Bank of Japan in
1903 had been 2,000,000 yen to 11,000,000 yen at every month
end. After the war began they rapidly increased, so that
their total at every month end was 6,000,000 yen to 13,000,000
yenin 1904 ; 6,000,000 yen to 14,000,000 yen in 1905; and 5,000,
000 yen to 26,000,000 yen in 1906. This was partly due to the
fact that large sums of war expenditures were scattered in the
market and the amount returning to the Treasury was much
smaller, so that the business boom could not absorb all the
available capital, which was inflated through the importation
of foreign money and other causes, and the monetary circula-
tion generally slackened. The monthly amounts of bank
deposits are shown in the subjoined table. These monthly
amounts were subjected to abrupt changes through demands
of capital for settling accounts for new enterprises. This
point, however, is not important enough to be discussed here.
The deposits at banks throughout the country were also on
the increase. While they totaled 435,000,000 yen in October,
1903, 449,000,000 yen were attained in June, 1904; 465,000,-
000 yen in December of the same year; more than 500,000,000
yes in and after April, 1905; and 599,000,000 yen in March,
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MonTin? BaNK Derosirs AND Postar Savnics, OCToEER, 1903-JUNE, 1907

Deposits at other Postal
Date deposits at | banks in impor- savin
Bankof Japan| tant centers L
1903 VYen Yen ¥exn
October. . ... .......... 8,069,513 435,569,832 31,709,261
1904
Jabvary... ...l 6,050,769 432,866,500 31,270,029
February_..._..... pamenan 12,980,511 437,901,114 30,760,032
Mareh. .. ...ccveininnnnnn 9,387,482 439,164,210 3jto11,014
Aprid. .l 9.7955889 | 435,288,716 31,096,826
May.......coocoiiiiinns 13,808,476 444,043,487 31.532,817
Juee . ...l 9,988,235 449.073,237 33,309,089
Juiy. .l 12,578,872 451,876,765 34495260
August. ..ovearennnenann. 7,615,972 449,586,427 35.260,059
September_ .. ........._.. 8.932.965 459,264,827 36,447.479
October_ . .......cocovnnnn 9,036,556 453,602,851 37,224,115
Nmtﬂ ................ 9.2 81 " | 58 45? Iw?¥?£ 3 ?-?765593
December................ 12,424,709 465,656,014 38,127,526
1905
}85“&!’? .................. 6167?2266 457,017,987 38:959|686
February.........c..co... 11,221,210 483,045,106 39,862,112
March................... 11,749,376 488,912,749 40,889 578
April. . ..... . ... .......] 13,604,282 500,641,524 41,346,310
May. .. oiomnenennnnnanns 14,848,309 501,342,001 42,705,490
UD@. e eeeeccanacncenns 11,549,778 517,408,209 43,727,391
L 5 2D 4,670,119 504,481.545 X
August_..... reamenacaea- 6,923,822 502,686,434 48,058,370
September. .. ......0nnn.. 6,265,645 504,435,608 50,037,588
October. . ... ............. 7:554,851 514,337,420 50,532,645
November._.......____.... 6.278,493 518,657,873 52,227,045
December. . ... ..........] 13025267 534:354:445 52,150,352
January 8,499,739 540,040,520 52,001,658
February 16,242,298 561,053,705 53,008,323
March 26,369,631 599,108,931 53.432,918
April,......-.......,.... 22,291-99? &35.06@:?57 5353{2-%5
May......... 20,425,204 624,502,774 54.149.255
Juse....... . 15,411,593 669,251,372 53,325,802
Juiv__. 14,710,172 643,223,338 58,233,800
August . . ., 10,462,133 647,508,486 59,608,734
September 20,537,676 687,001,916 61,271,680
. e 25,985,127 1,248.940,917 62,958,150
November. . . caean 13,104,766 777,334,887 65,417,335
December. ........ 6,287,726 810,484,536 67,170,263
Januvary 11,264,288 880,953,387 74.412,555
February 9,600,724 760,192,825 75.197,287
Mach. ... . 6,546,250 750,114,682 78.088,993
April 10,523,928 718,357,758 77,662,584
May.  iiiiirieerneenans 14,967,919 717,841,809 77.877.395
Juse. ... o.oiiiaaia 15,341,062 724,422,731 86,783,195




174 ECONOMIC EFFECTS OF TEE RUSSO-JAPANESE WAR

1906, Stimulated by the rise in post bellum enterprises,
subscriptions to stocks were deposited at banks in large
amounts. The deposits at banks, therefore, increased to
687,000,000 yen in September, 1906, an increase of 250,000,000
yen as compared with the returns for October, 1903. Postal
savings also increased to a noteworthy extent. The details
are tabulated on page 173.

Bank credits experienced a general fall at the outset of the
Russo-Japanese War, as stated before, owing to the business
depression and precaution in the money market. But they
gradually increased later on account of larger demands for
war supplies and repeated victories of our forces on land and
sea, which naturally caused business activity. The amount
of ordinary lending by the Bank of Japan decreased at the
outbreak of the war, and the figures showed no noticeable
change until November, 1904. This was due to the general
wariness in the money market and to a decrease in demand for
fresh capital as the war weakened the spirit of enterprise.
But in December, 1904, capital was suddenly called for to
purchase war supplies and to pay for anticipatory imports.
From this time on an upward tendency continued more or less
in thé demand for capital on account of business activity.
While the capital required was no more than twenty-four or
twenty-five million yex in the beginning of the war, the amount
in July, 1905, exceeded 100,000,000 yen. But after the follow-
ing August the capital was gradually brought back to the
bank, and at the year-end settlement of 1905 the bank’s loans,
if the amount of discounts of Treasury bills be subtracted,
amounted to only 53,000,000 ven, a decrease of 15,000,000 yven
as compared with the end of 1904. The recovery of capital
by the Treasury was rapid in 1906, but in and after April of
the same year the bank’s loans slightly increased, owing to a
rise in various industries. After ups and downs through 1906
the increased amount represented more than 115,000,000 yen
at the December settlement.

Although activity still prevailed in business during 1907,
no remarkable increase was recorded in the amount of the
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bank’s credits, as it assumed an attitude of great wariness in
lending. The increase or decrease of the loans of private
banks, as compared with those of the Bank of Japan, far
better reflected the changing economic conditions. Soon
after the outbreak of the War, that is, in March and April,
1904, private bank loans declined somewhat; but after this
they steadily increased, for the reasons stated above, until
they reached the climax in December of the same year. In
1605, again, the restoration of capital by these banks was slow
and their loans attained the highest amount in August, when
they reached the total figure of 510,000,000 yen at aggregate

MonTtaLy FLUCTUATION 1N AMOUNTS oF Loans, OCTOBER, 1903-JUNE, 1607

Ordinary Loans by Ordinary Loans by
lcans by other banks Da loans by other banka
Date the Bank at impor- te the Bank | at imper-
of Japan®* ; taot centers of Japan®* | tant centers
Fen Yen 1063 Yen Yen
24,194.384 | 340,703,504 |] December. ....... 119,233,187 | 3500.143.263
{5.343.000} 1006 165.594,000)
18,640,065 | 490470088 {| January..........1 80,378,983 | s0p,147,205
{5.345.000} {36.769.000}
30,800,995 | 449.473,748 |} February......... 58,993,315 | 403.462,554
30,138,850 § 445.342.923 {33.304.000}
25,851,103 § 440,532,403 || March........... 22,275,584 | 504.285.321
24,807,754 § 450,567,085 . {2,757.006)
42,830,505 | 465012980 |} Aprl. ........... $6,125.402 | 511,305,505
32,006,275 | 470,608,509 {28,387.000)
44075503 1 473066867 (i May............ $0.652,705 1 523,067,024
35,255.37¢ | 465,619,018 (40,387,000}
3,000} Jure. . ... ... 70,451,145 | 546,352,084
40,584.993 | 457,204,876 {46,535 ,000)
46,101,794 1 455,758,556 |} July............. 44,246,433 | 538,615,349
{500,000} {24,153,000)
79,317,178 1 471,089,530 || August.......... 54,702,441 1 583,723,122
(1:,139.son) {21,814,000)
September........ 25,543,681 | 583,500,675
71.457.806 § 460,543,245 (596.000)
{16,665,500) October. ......... 38.367‘440 906,657,501
52,504,200 | 460,543,245 {50,000)
{10.058.500) November........ ? 498.422 | 697,904,630
69,283,151 i 484,067,579 1,485,000}
(7.641.000) December, ....... 115,575.265 | 720,125.314
72,817,404 | 488,011,023 {48,263,000)
(22,648,000} 907
74.853.001 | 403,068,173 || January.......... 113,061,108 | £a9,708,050
{14,852 ,000} {a4.807.000)
85,663,537 | 512,304,382 || February........, 04,243,176 | 556,032,576
{13,226,000} {44,981 000}
July.......ooeot 100,357,361 | 509,336,771 || March........... 111,594,836 | 704.934.98%
{71,430,000] {52,667,000)
August. .. ........} 96,571,990 | 513,379,740 | April. ... ... ..., 14,893,343 1 506,495,304
{23.821,000} {55,705,000)
September........ 68,251,136 | sor4ri,20%8 i May............ 72,138,317 | 685,389,774
{r1,956.000} (23,217,900}
October. .. o00ss ©2,451,193 | §I3.03%510 | Juoe............. 06,077,701 | 713.273.648
{41.,870,000} {23,304.000)
November........] 80324430 | 501.5608,368
£30,838 000}

* The figures in parentheses show the discounted valyes of Treasnry bills.
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for the important centers of the country. A slight decrease
was the next tendency, so that by March, 1906, the amount
dwindled to 504,000,000 yen. But in the latter half of that
year a sudden rise in industrial enterprise absorbed an amount
of capital, in QOctober, twice as large as that before the war.
The monthly changes in the amounts of loans by the Bank of
Japan and private banks at important centers of the country
were as shown in the table on page 175.

INFLATION OF CONVERTIBLE NOTES AND SPECIE RESERVE

The issue of convertible bank notes was constantly on the
increase during and after the war. This was partly due to
the fact that bank lending for private enterprises increased
as activity set in again in the business world as the war
developed. The greatest causes, however, were an increase
in government debts, an increase of demands for circulating
capital in consequence of the issue of the exchequer bonds,
and an increase in the amount of issue of the Treasury bills.
The causes of the increase of convertible notes, therefore, can
all be traced to the war. To cite the concrete figures showing
this general trend of affairs, the issue amount of convertible
notes, which averaged 200,000,000 yen during 1903, fell to
199,000,006 ven in April and May of the following year.
However, after that the figure was steadily on the increase,
through more borrowing by the government and the swelling
of circulating capital resulting from the issue of Treasury bills,
Setting aside as exceptional the amount of 286,000,000 yen
attained at the settlement season of December, 1904, the
figure was never short of two hundred and thirty or two
hundred and forty million yen. But the amount of convert-
ible notes circulated in Korea and Manchuria between the
outbreak of the war and the end of April, 1905, is estimated
to have reached 30,000,000 yen; therefore, those circulating
in Japan did not greatly exceed the usual total. At the end
of December, 1905, the issue amounted to 312,000,000 yen;
at other month ends, however, the figures always remained
between two hundred and sixty and two hundred and seventy
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million yen. It was an increase in lending for private enter-
prises and in the issue of Treasury bills that kept up a steady
inflation of capital among the people, which attained the
total of 340,000,000 yen at the end of 1906 and of 318,000,000
yen at the end of March, 1507,
Thus, there was constant inflation of convertible notes and
a steady increase in the import of military supplies, naturally
tending to an outflow of specie abroad. This, of course, ex-
posed our conversion system to increasing danger. It was
placed on a more steady basis subsequently by the importa-
tion of foreign capital and by other means calculated to check
the outflow of specie and to absorb more specie reserve into
the Treasury. Facts confirm the statement that the outflow
of specie was most marked in the early stages of the war.
The reserve, which stood at 117,000,600 yen in December,
1903, decreased to 68,000,000 yen in May, 1904, so that in
only five months there was an cutflow of specie to the amount
of 49,000,000 yen. If no proper measures had been taken
and specie had continued to go out of the country, the founda-
tion of our currency system would have been shaken, or at
least monetary troubles would have resulted from a reduction
~of currency. But the danger was duly averted by the various
efforts of the government, such as the importation of foreign
capital, the curtailment in the amount of credit to foreign
countries, and skilful use of foreign exchange. The money
raised by foreign loans was used as funds for foreign exchange
in the payment of credit abroad and for payment of interest
on bonds in foreign countries. Besides these and other
negative methods to prevent the outflow of specie, a positive
measure was also adopted of buying gold bullion abroad and
sending it to Japan in large amounts; silver bullion, too, was
imported as material for minting yen silver coins and sub-
sidiary silver pieces. The amounts of gold and silver thus im-
ported from June 21, 1904, to March 25, 1907, were as follows:

Fund for purchase of gold bullion, £1,1,957,267;
foreign coins, $5,370,366; total in Japanese money, 29,-
539,310 yen.

13



178 ECONOMIC EFFECTS OF THE RUSSO-JAPANESE WAR

Fund for purchase of silver bullion, £1,368,129; foreign
coins, $676,265; total in Japanese money, 14,546,055 ven.

Fund for purchase of Mexican silver bullion, £596,075;
total in Japanese money, 5,761,540 yen.

The government, moreover, tried its best to curtail the ex-
penses to be dxfrayed in foreign countries, in order to econo-
mize the payment in specie as much as possible. General ex-
penditures were curtailed of course, but those to be paid
abroad, excepting the items absolutely and urgently necessary,
were postponed. To attain this end the monthly amount
payable abroad by each department of the government was
fixed in March, 1904. In the following vear, 1905, the same
policy was maintained; and again in 1906, although the war
had come to an end, the industrial boom, the payment of
principal and interest of national loans, and post belltm mili-
tary expenditures all still demanded an outflow of specie. Asa
matter of fact, the actual payment abroad always exceeded
the prescribed amount. In 1904, for instance, 136,180,000
yen was paid, against 79,850,000 yen in the estimate; in 1905,
203,350,000 yen was paid up to the end of the year, against
94,670,000 yen of the first estimate, though later the revised
estimate allowed 236,510,000 yen tobe paid abroad. However,
there is no doubt that such a measure of precaution resulted
in restricting payment to foreign countries.

In regard to the utilization of foreign exchange for the same
object, the government directed the Bank of Japan, as war
became inevitable, to let the Yokohama Specie Bank buy up
outgoing bills of exchange as much as possible at its offices in
Japan, eventually allowing them to buy such bills even at a
premium to compete with foreign banks in the country. These
were placed at the disposal of the government in payment
to foreign countries. Restriction was also put on the incom-
ing bills of exchange, and thus efforts were made to accumu-
late funds for payment in foreign countries. In this way the
government employed every possible means for the mainte-
nance of specie reserve. The follewing table shows that the
foundation of our conversion system was not shaken at all.
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FLUCTUATION OF AMouUNTs OF ConveErTIaLE NoTEs ANp SrrCIE RESERVE,
OCTOBER, 1903-]UNE, 1907

Convertible notes Specie reserve for
Date of Bank of Japan |convertible bank notes
Yen ¥Yen -
209,202,336 116,491,949
214,597.368 105,931,908
221,850,400 100,931,307
213,149,185 92,127,709
199,019,963 80,821,273
199,977,306 68,087,262
232,072,757 92,793,834
232,766,644 100,512,477
240,366,435 117,292,602
239,964,281 110,002,005
249,937,503 99,157,356
248,069,903 84,924,554
286,625,752 83,581,226
274,855,451 119,672,141
263,484,047 119,560,195
251,202,479 102,163,093
238,196,171 100,274,208
259,733,684 127,165,929
265,514,474 107,733,010
277,300,837 112,604,902
263,286,209 104,443,970
262,690,683 104,049,187
268,995,347 103,985,301
273,557,429 102,538,840
312,790,819 . 115,595.026
278,999,364 124,289,009
262,569,040 124,574,375
269,001,983 122,732,662
259,876,022 123,723,563
253,618,323 144,930,083
274,576,279 143,621,797
262,545,329 143,057,585
293,576,425 148,335,457
277,502,732 - 146,112,316
285,344,857 146,411,339
290,523,470 145,284,569
341,760,162 137,202,125
326,806,705 148,386,606
319,027,012 146,108,602
318,732,159 144,921,302
299,355,568 104,222,726
204,202,480 £39,681.024
332,855,506 148,081,936




CHAPTER IV
EFFECTS ON COMMERCE

(GENERAL REMAREKS

The Russo-Japanese War had various effects on our com-
merce. Trade in general and domestic commerce in particu-
lar became extremely inactive immediately after the outbreak
of the war. But when the first shock of war passed and as the
" conflict progressed, both economic conditions and the popular
mind recovered their normal equanimity. Purchasing power
was stimulated and increased by various circumstances, which
gradually revived the home market, while foreign trade grew
apace through the importation of war supplies and through
the thrift and industry of the people, who were determined to
bring the national struggle to a successful issue. Thus, the
blow to commerce dealt by the war was not severe. The
home market began to improve toward the end of the war, and
rapidly developed with the recovery of peaceful demands
after the war. Qur foreign trade, too, though it experienced
adverse fortune for a time, made marked progress throughout
the war. What features of war, then, produced such com-
mercial prosperity? This is the subject of our study in this
chapter, and we shall begin with the internal trade.

Doumestic COMMERCE

General view of the effects

Available statistics being incomplete, it is hardly possible
to show in accurate figures the effects of the Russo-Japanese
War on our home trade; i‘m}: it is not difficult to state and
explain the general trend of these effects without numerical
evidence, :

In a2 word, the domestic commerce was injured to some ex-
tent by the war, from the following causes: {r} The Russo-
Japanese War was the greatest war Japan ever waged, and
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Russia was a most formidable enemy for Japan at the time.
The people, therefore, bent all their energies to finance the
war fully, which made them exercise strict economy. QOut of
sympathy for their brethren at the front, they took to saving
as much as possible to supply the fighters with their needs.
(2) The government issued exchequer bonds and absorbed
capital into the Treasury, while it put in force the extraordi-
nary special tax law, thus adding to the people’s burden directly
or indirectly. (3) The government also carried out a policy
of postponement or abandonment in the civil engineering and
building programs already formulated. Curtailment of ex-
penditure was effected in private concemns also, in view of the
gloomy economic prospects. The natural outcome of this
was that the number of persons thrown out of employment
increased and a general depression of industry ensued. {4)
A large part of the transportation system was turned to war
purposes, the closing up of land transportation in particular
greatly impeding business transactions. It was mevitable,
therefore, that the intermal commerce of Japan should have
been more or less injured by these conditions, which are per-
haps common to all wars. These injurious effects on com-
merce, however, were not felt uniformly throughout the period
of war. The worst features of the business market lasted
only a few months immediately after the opening of the war.
This first shock over, various circumstances gradually miti-
gated the evil results and substantially helped to restore the
activity of the market: (1) Popular anxiety and commercial
panic gradually lessened with victory after victory of our
forces on land and sea, in the wake of a signal success at
Kiuliencheng on May 1, 1004. (2} The rice crop of 1904
amounted to 51,000,000 koku (one kokx being equal to 4.9629
bushels), the largest harvest that was ever recorded in Japan.
Nevertheless, the price of rice maintained the high average
of about 13 yen per koku, so that the popular spirit and market
activity began to rise by August or September of that year.
In 1905 an exceptionally bad crop of rice—only 38,000,000 koku
of actual harvest—produced the contrary effects on the market.
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(3) As the war situation developed, the demand for war sup-
plies suddenly increased, and a part of the large amount of
foreign capital circulated among the people and added to their
purchasing power. Owing to these causes, the domestic trade
gradually approached its normal condition, and the blow
dealt to it was not so keenly felt as might otherwise have been
the case.

The returns of the opening and closing of shops are the only
available symptoms of this general condition of commerce;
so we shall tum our attention to this subject now. Though
these returns can not be taken as an accurate index, we believe
they indicate the essential points of the problem. Irrespec-
tive of the class of business, large shops were seldom opened
and consequently seldom experienced the sadness of closing.
Businesses that could be conducted without experience and
with small capital, which would quickly revert to the investors,
were opened most frequently. Theyincluded dealing in grains,
kitchenware, confectionery, tobacco, liquors, wegetables,
fruits, footgear, fish, toilet articles, cast-off clothes, and keep-

Smors OpENED AND CLOSEB, 1902-1504

. Encrease or decrease
Namea of 1902 1903 igog in 1904 compared with
revenue sa- 903
perintending
offices
Cpened | Closed | Opened | Closed | Opened | Cloeed | Opened Closed
Sappore. ... 4870 | 43021 5929 | 44¥4 | S938 | G030 - % + 1,546
Tokye ....... 2,436 4,078 2,577 4,480 1,024 6.332 — 283 + 1,842
Kyoto,......}] 10,306 | 30,071 | 10,429 | 10,530 | 0,104 }~14,233 ~— 23% + 3,681
....... 2,133 958 1,538 2.475 2830 §.4008 + 8oz + 1.92%
Yokshama ... . 3184 314 739 329 846 + i3 + 107
Kobe. . ...... 15,670 { 12,380 | 14,833 | 13457 | 15,702 [ 1B,388 + Bby + 4731
Nagasaki..... 245 a6r 138 309 25, 453 + 116 + 147
Noagago.,....[ 4107 2432 4.574 3.876 4,4 5,43 — 308 + 1,
Utsunomiya ..| 4.251 3456 4.79¢ 6,203 4,130 6,873 — b6 + &0
Nagoya...-.. 3535 | 3081 439 401 | 3230 | 5700 — 908 |+ 180
f.iiicena 11 165 [ 18D 134 228 4+ a8 -+ 59
Akita, . ...... 676 8a& a0 824 558 1870 — 392 + 346
Kansgswa....{ 2,353 1,501 3473 2,105 2,034 | 4,746 - 949 + 2.64%
Matauye. ., .. 314 308 245 259 133 208 — 133 — 71
Hiroshime....] 5150] #6206 61z ] €894 | 486 6238 | —~t303 + 3544
Maragame....| 7.656 | 8354 | 7.937 7247 983 | 12,000 - 953 + 4,753
Kumamoto...| I.a54 1,313 L.333 1.305 B2 2378 — 397 + o83
Kagoshima...] 1611 1,071 863 5359 | 8&2 2,078 + 19 + 719
Total....] 87013 ] 64670 | 70550 | 65,713 | 66223 | 97.807 —4,437 +21.984

sSgme revenue saperintending offices reported only on those tradesmen who paid national
mi:g’;lk others included in their statistics both those who paid nationsl tazes and those who
paid taxes.
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ing cheap eating houses. Such small tradesmen being apt to
become bankrupt through slight hitches, the closings of their
businesses were most frequent. In fact, these men could
open or close their shops in quick response to the ups and
downs of trade, so that the statistics of their activity and in-
activity might be expected to run almost parallel with those
indicating the general conditions of the market. Previously
to the war a large number of the farming population used to
pour into the cities year after year and swell the business
population of the cities, but the number of new shops began
to fall far below that of closed shops after the outbreak of the
war began to tell upon these tradesmen. (See table on the
preceding page.)

Similar data for 1gos5 and later are lacking; so we must now
limit our observations to the tradesmen who paid national
taxes, according to the annual reports of the Revenue Bureau,
in the Treasury department.

TRADESMEN PAYING NATIONAL TAXSs, 1903-1907

Namber | Number s Reantal Number § o m::
Year | of trades| of estab- N vahue of of em- at fizxed
men | lshments} Wholesals Rezzil buildings | PIOYSSE | iare
Fex Fen Fen Yex
T903.....} 318.312 | 319403 | 1.183.722,280 § 535.140,125 | 26,791.35F | 620,914 | 3.000.347
1004.....| 324.918 ; 325473 | 1.344.326.048 § 505.384.850 § 28.500.431 | 651,453 | 3.262.905
1905.....f 312,001 | 312013 | I.234.107.617 | 577.450.,020 | 28,120,504 | 627.253 | 3.235.305~
190, ...| 316,385 | 316,822 | 1.358.605.372 | 616.,547.504 | #8,054.023 | 635.134 | 3.397.010
1907.....| 328,973 | 320600 | 1,507,154,290 | 622,527,347 | 30.819.093 | 657,108 | 3.5756.512

Although the depression in 1904 as a result of the war is not
visible in the above table (it must be noted that in 1904 the
rental value of buildings was revised, and that, owing to the
exigencies of war, the statistics for that year were carefully
compiled), considerable decrease is seen in the number of
tradesmen for 19035, as well as in the amount of taxes at fixed
rates. But all the causes of depression above described dis-
appeared with the restoration of peace, and the peace-time
demand for ordinary commodities, which was minimized to
the extreme through war, reasserted itself with marked rapid-
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ity. These facts are amply attested by the figures for 1906
and 1907 in the foregoing table.

The general effects of the war on domestic commerce having
thus been outlined, it now remains for us to note that these
effects showed widely divergent aspects according to classes
and places of business, and that these differences in effects can
all be explained by the war,

Observations according lo classes of business

The blow was particularly heavy on some classes of business
and not at all heavy on others, and there were a few businesses
that became more active through the war. Roughly speak-
ing, the demand for luxuries greatly diminished, while that for
war supplies and daily necessaries suddenly increased, so that
a fresh turn was made in the relations of demand and supply.
This can be ascertained by a comparative study of the prices
of various commaodities, but the statistics of what happened
in 1904 compiled by the Revenue Bureau more directly prove
this peint.

(¢} Mercantile businesses which suffered from the war were
mainly the following:

(1) Cloths of all kinds. There was more or less
demand for cotton fabrics and other cheap goods, some
of which even rose in price to a small extent, but the
demand for silk fabrics suddenly fell off and the proceeds
from their sale decreased by 24 per cent.

(2) Old clothes. The proceeds decreased by some 12
per cent. ’

(3) Miscellaneous goods and groceries. Although the
proceeds in Osaka increased by 20 per cent under special
circumstances, the sale in these goods throughout the
country decreased by 14 per cent.

(4) Cotton yvarn. The proceeds decreased by 16 per
cent on the average. ’

(5) Second-hand goods. According to the only avail-
able reports made by the Marugame Revenue Superin-
tending Office, the proceeds decreased approximately by
30 per cent in the localities under its jurisdiction.

{6) Drugs and chemicals. Though the condition of
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trade in military medical supplies was prosperous, the
sale of chemicals used in industry fell 12 per cent.

{7) Hardware. The proceeds fell nearly 26 per cent
through decrease in the making of machinery and tools.

(8) Sugar. As a result of the increase of taxation and
more economical living on the part of the people, the
proceeds from the sale of sugar decreased about 10 per
cent.

(9) Fertilizers. Decrease of proceeds was I8 per cent,
owing to the weakening of the purchasing power of
farmers.

(10) Timber, Decreaseinsalewas 14 percent through
postponement or suspension of engineering and building
work.

{(11) Contract work. Decrease in the amount of
contracts was 43 per cent.

(12) Sake. Decrease in sale was 21 per cent, because
parting banquets connected with the war could not
counterbalance the stringent economy of the people.

(13) Pawnbrokers. Their business declined as the
economic depression made the life of the poor still harder,
In consequence, pawning increased 10 per cent, but
redemption decreased 20 per cent, Unredeemed goods
also increased, while their sale did not make good the
principal and interest.

(14) Inns. Decrease of income about I35 per cent.

{15) Restaurants. Decrease of income 32 per cent,
the blow to these being most severe.

(16) The decrease in proceeds in other businesses in-
cluded 23 per cent in footgear, 24 per cent in confection-
ery, 26 per cent in kitchenware, 29 per cent in earthen-
ware, 37 per cent in lacquer-ware, and 17 per cent in

paper.

() Businesses which were least affected by the war or
which even became more prosperous were:

(1) Leathers and hides. In Osaka, the center of this
trade, the sale increased nearly 63 per cent, due to large
demands by the Army.

(2) Marine products. These also were largely de-
manded by the Army, so that in the city of Osaka alone
their sale increased 67 per cent.

(3) Horses and cattle, meat, rice-straw mats and bags,
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dried vegetables, and fodder sold well through the war,
but the percentage of increase in their sale is not recorded.

(4) Coal. No decrease in consumption because the
military use of coal was much increased.

(5) Grains. Kobe at one time became an important
center for supplying the Army with food grains. The
grain market there became very active and the sale
increased by 43 per cent. The consumption of rice and
barley by the general public was not much affected.

{6) Fuel and charcoal. No decrease in the demand
for these.

{7) Kerosene oil. The proceeds from the sale of
kerosene oil increased 7 per cent, owing to the imposition
of consumption tax.

(8) Raw silk. Owing to a brisk market abroad, the
proceeds from the export increased by 13 per cent.

This general trend of affairs underwent little change in
1905, the second year of the war. The restoration of peace
produced effects exactly opposite to those mentioned above;
that is to say, peace-time demands for commodities gave a
new impetus to the economic world and emancipated it from
the former pressure. The demands for war supplies declined
rapidly, and the trade in luxuries and daily necessaries became
active. "

Observations according lo localities

Just as the general bad effect of war upon commerce was
not equally shared by different classes of business, so the effect
was diversified according to differerrces in locality. The
regions of the country, for instance, where troops were rendez-
voused, war supplies accumulated, or commissariat lines
passed through, greatly prospered commercially through the
distribution of war funds. In marked contrast the trade in
other places generally fell ifjto a state of stagnation. During
the campaign, it is true, the military authorities kept to the
policy of not disturbing the equilibrium of the market through-
out the country, avoiding the abnormal rise and fall of prices,
by taking special care to buy the large amount of war supplies
required by the stupendous national struggle from as many
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centers of commerce as possible. However, this measure not
being easy to put into practice, its results were perforce un-
satisfactory, so that the localities not intimately connected
with the supply and distribution of war supplies could not,
after all, escape the fate of becoming sacrifices on the altar of
war.

INCREASE AND DECREASE IN NUMBER OF TRADESMEN AND AMOUNT OF TAXES
I¥ Various Business CENTERS, 1903-1905

1903 1904 1505
Names of
révenue super-
intending Number | 5 oune | Number | 4o une | Number |4 une
of trades- of trades- of trades-
offices men of taxes men of taxes men of taxes
FYen Yen Yen
Sappore....... 6,812 87,539 7,856 | 121,528 8,330 | 139,885
Tokyo ........| 55191 | 674,154 | 54,353 | 740,893 | 54.794 | 784,680
Kyoto. ........ 18,479 | 188,160 17073 | 170,273 18,179 | 197.249
Omka.........] 32827 | 403.286 [ 3I972 | 400,717 | 34756 | 475.337
Yokohama..... 16,658 | 182,431 16,410 | 162,060 17,723 | 210,514
Kobe. . e 19,825 | 199,917 18,702 | 200,329 20,164 | 223,927
Nagasaki...... 6,521 | 67259 6,796 | 77,014 7,569 1 78,75¢
Nagano........] 20,512 | 139,660 19,188 | 129,428 18,659 | 133,618
Utsunomiya....] 20,773 | 152,007 19,854 | 360,056 19,874 | 173.706
Nagoya........ 34:.524 | 319,199 33062 | 302,818 34,998 | g4L970
Sendai.........] TI,I29 92,293 10,905 95,5067 11,022 g7,101
CAkita. ... ... 7.349 63,271 7.138 62,615 7:404 65,137
Kanazawa..... 14,166 | 116,926 14,433 | 230,821 15,421 | 140,903
Matsue. .. ..... 4,521 30,166 4,480 30,183 4,854 33.892
Hiroshima..... 15,822 | 124,711 16,386 | 153,008 17,562 | 153.308
Marugame. . ... 13.524 | 100,734 12972 1 99,146 13,273 | 120,191
Kumamoto.....] 15445 | 116697 15,775 | 134,656 18,612 | 167,452
Kagoshima.....] 4,232 | 34028 4,306 | 35,127 4,368 | 38823

In 1905, as compared with 1603, there was a sharp increase
both in the number of tradesmen and in the amount of taxes
in the two jurisdictions of Hiroshima and Nagasaki, besides
Sapporo, where exceptional circumstances obtained. This
happened because these two districts comprised such land and
sea forces or bases of operation as Kure, Sasebo, and Hiroshi- -
ma. In contrast with this, both the number of tradesmen
and amount of taxes decreased in the Sendai and Akita dis-
tricts; and some increase in the amount of taxes for the
Sendai district in 1905 is explained, in the Accountants’
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Bureau reports, as solely due to the special minuteness in the
taking of the census in that district alone for that year.
This particular depression in trade in these northern regions
was mainly due to the undeniable fact that war expenditures
were light in these places. Turning to 1907, we find that the
commerce of the districts which had suddenly expanded by
reasons of war was becoming retarded, while that of the places
which had more or less suffered during the war began to dis-
play signs of rapid progress. This latter phase was particu-
larly the case with Osaka and Kobe. Sendai and Akita alone
had no power to recuperate and showed no increase in the
number of tradesmen or in the amount of business taxes.

FOREIGN TRADE
General view of the effects

War is generally accompanied by ““unfavorable balance of
trade.” In our country this tendency was intensified by the
fact that since 1896 imports had continuously exceeded
exports and no small amount of foreign capital had been
imported. But it is quite worthy of notice that during the
war our exports as well increased somewhat. Movements of
gold and silver were also greatly affected by the war. Loans
raised abroad served to check the exodus to a certain extent,
but the margin between the inflow and outflow was by no
means small. This is primarily attributable to the reckless
export of specie previous to the flotation of foreign loans.
Trade relations during and immediately after the war can be
tabulated as follows:

TRADE RELATIONS, 19037

Year Exports )[mports Total E?vﬁiw &
Yen ¥em Yen ¥en
IG03. . ... 0aatn 289,502,442 | 317.135,517 | 606,637,960 27,633,075
1904...... cieean 310,260,895 | 171.360,738 | 650,621,634 52,000,852
IG05~ . v - ivinanan 321,533,610 | 488,538,016 | 810,071,627 167,004,406
1906, .. ... ... 423,754,802 | 418,784,108 | 742,539,000 —4.970,784
I907. .. ocuuuannn 432,412,873 | 494,467,346 | 926,880,219 62,054,473
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MoveMENTS 0F GOLD AND SILVER, 19037

Vear Gold and Gold and Excess of Excess of
silver exportsisilver imports] imports exports
. Yen ¥en Fen Fen
I90R. 2 ttntmenannanes 19,001,198 | 27,807,46g 8,806,270 A,
L 107,795,858 | 33,045,655 caes 73,849,202
T905 . et cvavnneranans 16,354,756 | 31,506,972 15,132,216 N
IG06. s i v v ennnmnns 25,784,436 | 47,211,107 @ 21,426,761 vees
I90F « tsaztsaeneanens] 18,750,285 8,256,503 e 19,502,782

The war acted upon the export trade in two obvious ways.
In some respects it ténded to hinder the growth of our foreign
commerce, while in others it contributed to its development.
The shortage of capital and labor must first be pointed out as
among the effects under the first category. The capital in
the country was largely absorbed by the government or else
transferred to the manufacture of war supplies, thus dealing
a more or less severe blow to the production of ordinary goods
through paucity of capital. The labor market was in no
better condition, some one million men being called to the
colors and huge numbers of workmen being employed by
munition factories. In the second place, it should not be

“overlooked that the war itself directly impeded the export
trade by the ceaseless consumption of munitions. The last
but not the least important factor was the rise in prices of
various commodities through the war. High prices were
brought about (1) by the increased issue of notes attendant
upon the domestic loan policy, which enabled an increased
issue of convertible notes, and the inflow of specie resulting
from the flotation of foreign loans; (2} by the imposition of
special war-time taxation; (3) by the commandeering of
capital and labor for military purposes; (4) by the shortage
of transportation facilities due to the military use of the
means of communication; and (5} by other war demands.
Consequently prices rose steadily, especially those of foodstuffs.

These circumstances obstructed the growth of the export
trade, it is true, but it must be remembered that there were
three important neutralizing factors. In the first place, the
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firm determination of the nation to fight the war to a finish
favorably influenced the export trade by making good a
deficiency of labor by means of various labor-saving inven-
tions and through a more concentrated application of energy,
as will be noted hereafter, and by encouraging a habit of
thrift and economy. In the second place, Korea and China
absorbed a considerable portion of our war funds, and the
purchasing power of the people of these countries naturally
increased. The rise in the price of silver must also have
greatly stimulated our exports to these countries. Again,
when the command of the sea passed to the hands of Japan
early in the development of the war, Japan's comparative
freedom in foreign trade must have been a strong aid to her
trade expansion. In the third place, there is no denying
that the world-wide boom which culminated in 1906 favor-
ably affected our trade in the preceding two years. These
are the reasons why our exports saw some increase during
the war, despite many adverse factors.

It is easy to imagine, moreover, that the popular tendency
to thrift and economy inclined to check the growth of imports,
but the increase in the importation of war supplies was inevi-
table. -There were, besides, imports made in anticipation of
higher tariff, while the high prices mainly due to inflation of
currency also tended to encourage general imports. In
consequence, the imports increased from less than 320,000,000
yen in 1903 to more than 370,000,000 yen in 1904. In 1905
the figure bounded up to no less than 490,000,000 yen. The
total value of the foreign trade, therefore, increased year after
year, as exports somewhat increased instead of decreasing,
while imports advanced by leaps and bounds. The foreign
trade stood at 600,000,000 yen in X903, but in 1904 it increased
to 690,000,000 yen, and in 1905 to 810,000,000 yen, an increase
of 35 per cent as compared with the vear previous to the war.

In this connection it should be noted that the war with
Russia marked a tumning-point in Japan's foreign trade.
During the war the volume of trade markedly increased, and
this tendency was unchanged after the war. Indeed, it
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increased annually with the rapid growth of export trade,
reaching 930,000,000 yen in 1907. Leaving the increased
population out of consideration for the moment, the develop-
ment of our export trade is due to three causes: (1) Japan
obtained an ideal port in Dalny, and the hundreds of miles of
the South Manchuria Railway, besides the southern half of
Saghalien, which may not be of much use. Some markets in
Manchuria and Korea came within Japan’s sphere of influence,
while other oriental nations also began to appreciate Japanese
goods through their appreciation of our victory in war. (2}
The victory over Russia proved a fine opportunity for Jap-
anese articles to find new markets in the West, where our
successes in war became good advertisements and the people
vied with each other to buy our merchandise and know its
manufacturers. (3) The war, moreover, trained the people
in a valuable habit of industry and saving, while our victory
strengthened the national spirit of self-reliance, which must
have indirectly contributed to the expansion of export trade.
As export always stimulates imports, the causes of the prog-
ress of our export trade worked at the same time as indirect
causes of increasing our import trade. As regards the in-
~crease in imports, however, special attention should be paid
to two things—the continuance of high prices and the in-
creased import of raw materials. With the close of the war,
the capital and labor which had been commandeered were
released, the paralyzed means of communication were restored,
and the demand for goods for military use ceased. Though
these three causes of high prices were removed, the inflation
of currency still continued from inertia, the most potent
cause of high prices, and it was decided to extend the special
war-time taxation to a post bellum period. This accounts for
the failure of prices to fall appreciably after the restoration of
peace, which, in turn, must have encouraged the import trade.
On the other hand, the increase in exports was mainly in the
finished or partly finished articles, which naturally led to an
increase in the import of raw materials. But this tendency
was particularly pronounced after the war, because the pro-
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motion or extension of enterprises which had been thwarted
by the war greatly added to the import of raw materials.

Thus, the foreign trade after the war continued to grow in
volume, but the balance of trade was still very unfavorable to
Japan. The root of the whole evil was in the war itself. It
is true that in 1906 the exports exceeded the imports by some
5,000,000 yen, but this proved wholly exceptional. The
unfavorable balance of trade amounted to some 62,000,000
yen in 1907 and to some 58,000,000 yex in 1908, This state of
things continued until the outbreak of the World War, the
excess of imports over exports totaling a fittle short of
100,000,000 ¥en in 1913. The exceptional conditions pre-
vailing in 1906 may be roughly analyzed as follows: The
increase in exports was primarily due to the world-wide com-
mercial boom, as can be proved by the phenomenal demand
for raw silk in that year. The cessation of the importation of
war supplies had much to do with the decided decrease in
imports, but the slight falling off of prices from the restoration
of peace until the first half of 1906 also made the importers
careful of new orders in anticipation of bad times. Again,
during the war and until the first half of 1906, new enterprises
were stopped and such items as iron, machinery, rails, rolling
stock, and the like were imported much less. Thus, the
excess of exports was limited to 1906, and after that year
the currency continued to be inflated and prices continued to
soar. The excess of imports for several years led to the heavy
exodus of specie, which, combined with the annual payments
of huge sums of interest on foreign bonds, threatened to shake
the foundation of Japan’s conversion systems. The Russo-
Japanese War was solely responsible for these conditions.

From the general observations above cutlined, we now
turn to examine our foreign trade according to merchandise
and countries.

Observations according to merchandise

The changes in our export and import trade cutlined in the
preceding pages may be made clearer by a glance at the
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articles of merchandise. The exports during the war, divided
into foodstuffs, finished goods, and raw materials, are shown
in the table at the end of this chapter.!

It is to be noted that of the exports raw materials suffered
most from the war, but their decrease was more than made
good by the increase in the finished articles. That the
decrease in export of raw materials was specially great was
due to the fact that they were needed for war purposes.
Copper, leather and hides, cotton yarn, coal, etc., showed a
decrease or comparatively little increase in their export,
because they were largely employed for the manufacture of
war supplies. The following table comprises the most impor-
tant of the articles diverted to war uses:

IurorTANT EXxPORTS INMVERTED TO WAR PURPOSES, 19031005

Articles 1903 1504 905

¥en ¥en Yen
Refined copper. ... .. ... .0 14,717,029 12,771,497 16,008,333
Cotton Yarmi. . . ......corrurrenn 31,418,613 29,268,443 33,246,461
Cotton blankets, ... ............ 404,188 292,794 508,036
Cotton fabrics. . . .. ............ 6,875,309 7:743.432 11,492,085
Coallump).............. ... 17,505,216 13,374,428 12,679,271
Railway DEIS. v s e 923,829 976,780 1,118,550
Total..................... 71,944,186 64,427,386 75.052,776

The remarkable decrease in these exports for 1904 was
brought about by the fact that, in the early stage of the war,
Japan had to resort chiefly to those war supplies found in the
country, and by the further fact that the transportation
facilities, both at home and abroad, were probably too dis-
turbed to allow of their export. These hindrances were mit-
igated in 1905, and therefore, in spite of a greater demand for
war supplies as the situation developed, the export of these
articles was increased. Moreover, these exports went chiefly
to Korea and Manchuria, and the people of these countries
had a larger purchasing power, silver having gone up in price
and our war funds being scattered among them. In regard

1 Post, p. 203.
e ]
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to manufactured goods, in spite of the existence of numerous
unfavorable circumstances, such as the rise in general prices
and the paucity of capital and labor, their exportation in-
creased as compared with the period before the war. This
unexpected tendency must have been due to special effort
on the part of the people to exercise thrift and economy. It
was most noticeable in the exportation of matches, figured
mats, porcelain, earthernware, and lacquer-ware. Increase
in export was also marked in cotton fabrics and other cotton
goods, which are included in war supplies in this study.

Let us now turn to our import trade during the war as
tabulated below.

As mentioned elsewhere, the increase in imports during the
war was due in the main to the importation of war supplies,
the importation made in anticipation of a higher tariff sched-
ule, and the inflation of currency. It is to be noted in the
following table that there was no great change in the food-

IMroRTS, 1903-1905

Articles 1503 1504 1905
Foodstuffs: Yen Yen VYen
Rice. . . vvvrvunnniieaniniaan. 51,960,272 | 59,791,510 | 47,08:,265
Wheatand flour. ... ............ 15,092,258 | 11,162,170 | 13,953.459
Soy-| B e e, 6,369,081 7:.116,266 9,830,255
Gther cereals. . .............. ... 4,016,253 4,648,281 4,749,302
.......................... 815,337 493,011 953.357
Condensed mik. ........... ..., 957,990 1,178,000 1,608,379
QOther foods and drinks. . ... ... 3,038,215 3,636,120 2,831,834
Total. .. ......cocvveinnanans 82,271,406 | 88,025,856 | 81,917,941
Manufactured goods:

Timepieces and accessories. . . ..., 857,440 721,871 1,793,933
Clothes and accessories. . ... ..... 1,374,489 1,261,029 1,840,744
Glass and glassware. ... ...... ... 1,423,884 946,637 1,762,437
Paper and stationery............ 3,864,392 2,999,237 £,027,549
Refinedsugar. .................. 6,148,9c5 5,011,084 659415
Cotton fabrics. . . .. ... ... ..... -1 10,761,479 9,378,233 | 18,433.158
Blankets. ... ................... 9,343,093 6,443,555 | 21,734,458
Cotton and silk goods ........... 1,827.555 8,603,362 | 10,127,230
Tebaceo. . e rasinaacaes 1,117,858 1,500,653 2,217,571
Alcchelic I1qt:ers ................ 769,236 770,418 1,037,118
Total. ... it 37.528.331 | 37,445,117 | 65,633,622
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{MPORTS, 1903—1905—Continued
Articles 1903 1904 1905
Ordinary raw materials: Yen Yen Yen

Drugs and medicines. . ... . ...... 6,712,050 8,125,736 10,909,104
Dyestuffs, pigments, and paints. . . 7,728,656 5,418,350 7,384,811

Hides, leather, ivones, shells, and
ROTRS. .. it e ivnrenaannen 3,271,610 8,277,301 18,093,203
Ironandsteel.................. 21,931,221 | 24,927,639 | 41,387,237
Oisand waxX........cccncueaen. 1,985,067 2,402,250 2,360,974
Sugarandsyrap.....-.......-.. 14,856,722 | 18,082,001 | 13,055,359
Raw and whipped cotton......... 69,518,106 | 73,420,385 | 110,623,182
Sheep and goat wool. ............ 4,828,907 6,986,578 8,364,883
Cocoonsand ramie. . .. .......... 2,685,083 2,663.573 3,885,512
Fertilizers. .. ... ............... 13,161,006 1,085.471 { 22,347,518
Total. .. ... ..oiiiiiiiient 146,678,521 | 163,479,393 | 238,473,898

Raw materials for manufacturing pur-
Machin;ry ..................... 10,398,327 | 12,174,065 | 23,380,904
Metalartieles. . ........c.conienn 5,816,422 7,845,471 16,583,145
Kerosene and machige oil. . ... ... i1,943977 | 18,624,095 | 12,815,302
Printing paper. . ...... e 991,274 975.977 1,886,152
Cotton Yam. . . covouevnron-nrons 1,008,642 819,963 2,33%,559
Woolenvarn. .. ... ......cooi et 1,144,073 2,912,711 5,150,399
Tusser sitk and hemp. . ... ... ... 704,051 457,702 1,347,268
Coalandcoke.. ... ............. 2,052,059 | 12,392,423 6,193,004
Railwayrolling-stock and accessories 505,338 914,001 1,910,345
Steamships. .. .. ... ....ciieaaas 1,732,426 939,603 760,292
Total. .. ... .. ..ot 36,379,580 | 66,436,282 | 79,266,380

Totalof foodstuffs, manufacturedgoods
and raw materials (as above). ... | 302,857,847 | 355,386,648 | 465,231,841
Arms and scieatific apparatus....... 1,817,305 1,861,948 2,770,385
Miscellaneous articles. ............. 10,386,813 | 13,041,887 | 18,465,302
Postalparcels..................... 465,601 517,233 1,205,032
Grand total. . . ............ ... 315,627,566 | 370,807,718 | 487,672,560

stuff imports, but the finished articles increased from 37,000,-
000 yen to 65,000,000 yen, partly owing to military require-
ments but largely due to the inflated currency. But it was
in raw materials, especially of the ordinary class, that the
heaviest increase was recorded through military demands.
The increase through anticipatory imports was spread over
the three classes, and it is not possible to point out in what
particular items the increase occcurred,
sary to refer to the following tables to see how the three

It is therefore neces-
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causes severally operated upon the import trade. These
tables will suffice to make it clear that military needs were
the greatest cause and anticipatory importation was the next
in importance, in swelling our imports through the war.

As already noted, Japan's foreign trade made rapid strides
after the war as a result of our national struggle. And when
we examine the increase or decrease in the export or import
of each kind of merchandise, we see that clear progress in
industry was made in the midst of the constant excess of

IMPORTS, 1903—fg05

Imporianl mililary imports
Articles 1903 1904 1905
Yen ¥en Yen

Electromotors. . .. ... ............, 836,652 1,266,186 2,455.423
Lathes...........c.cococicivinan. 178,109 827,612 3,349,617
Cotton spinning machinery. .. ... ... 515,001 633,883 3,228,233
Boilers and steam engines. . . ... __ .. 989,873 I,710,G13 2,633,033
Timepieces and accessories. .. ... .., 897,446 721,873 1,793,933
Whmt andflour. . ... ... ... ..., 15,002,258 | 11,162,369 | 13,003,458
............................. 33,997 915,078 1,165,438

Cow and buffale hides, and boot-sole
ther. . ... ... ... oL, 1,437,180 4,937,316 | 10,446,168
Otherleathers. ................... 920,901 1,752,875 5,682,198
Steel billets and plates. .. .. .. ... ... 6,342,483 7.341,487 | 14,577,000
Steel rodsand tubes. . . ............ 5,040,190 5,613,261 9,344,664
Ironmails................... .. .. 1,509,993 1,960,055 2,600,431
Tin and steel plates. .. . ......... .. 972,620 2,706,768 4,608,063
Electricwives. . ................... 733,260 1,044,756 1,205,668
Steel {not including soft steel}. . . . .. 777,818 664,785 2,319,188
Aluminium. . ..................... 143,429 539,869 1,096,398
Unrefined copper. ................. Bo,000 49,768 1,900,475
Lead... ... . ... .. ... ... 703.350. 992,876 1,726,003
Tin. . ... . 544,376 1,302,530 1,628,149
2ine. ... 1,350,401 1,489,829 3,931,886
Rawcotton. . .................... 68,206,724 | 71,466,843 | 109,260,156
Cottan dells. ... ... ... ... ........ 108,644 1,221,701 1,012,202
Canvas................covuun... 74,298 | 1,005,959 1,708,212
Cahm, bleached and unbleached. 4+254,368 | 2,973,263 |  ¥,952.947
Wooland woolenvarn. . ........... 5,955,883 | 12,883,766 | 13,497,956
Woeolen cloths and blankets.... ... .. 3,731,513 9,003,351 | 20,136,831
Hemp and hemp-thread. . . 1,865,391 2,282,067 1.382,348
Coatland coke. . ....... 2,052,050 | 12,392,423 6,193,004
Teak and other timber. . .. N 674,564 507,808 1,281,374
Railway rolling-stock.............. 505,339 $14,0G1 1,910,345
{ables, submarine and undergrouad . 332,167 1,036,96¢ 2,560,173
Steamships................... ... 1,733,426 9,319,603 7.660,.202
Total. .. .. ... ... ... c.ions 128,632,765 | 172,636,751 | 264,439,775
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Important anlicipatory imperls
Articles 1903 1904 1905
Yen Yen Fen
Farming; carpentry apparatus; cutlery 319,811 355,022 708,288
Musical and medical instruments. . .. 272,322 247,185 383,717
Electric lamps and fire engines. . ..., 654,087 614,202 1,215.473
Photographic cameras and accessories 498,754 424,121 688,556
Wheatand flour. . . ... ... .. ... ... 15,492,258 11,162,170 13,963,459
Carbolic acid and antipyrine.. ... ..., 203,178 344.913 705,532
T S 51,960,272 | 59,791,950 | 47,081,265
Cotton and sesame-seeds. . . ........ 1,202,130 1,254,660 1,841,859
Cow and buffalo hides. . . .. ... .... 825814 2,319,226 2,077,699
Brasstubes....................... 157.334 169,858 416,734
Coppertubes............co0ivnann 245,957 284,774 571,818
Keroseneoil. ............c..cuunn. 11,455.606 | 18,201,480 | 12,051,261
Flax-seed and machine-pil. .. .... ... 683,542 572,755 970,703
£ o 14,817,125 §| 18031022 1 13,045,772
Cotton sewing threads. . ........... 325,358 476,674 628,703
Coke. .. ... coioviiiiineiinianns 70,136 192,529 728,283
Bicycles and accessories. . .. ........ 972,972 953,199 1,364,383
Gelatine. . .. ... ... ..... ... .o 154,083 217,080 349,179
WashIng 808D . ......covervviaanaas 85,051 69,795 134,270
Total. ... .. ... ... ... ... ... 100,544,878 | 115,683,485 | 99,830,249
Imporis due to the inflation of currency
Bocts and shoes, braces and buttons. 226,665 218,532 350,559
............................ 361,669 284,232 345.958
‘Amhne dyestufis, . ey 1,430,042 1,046,469 1,675,891
Dried indigo leaveS. . oo 4,350,815 2,117,677 2,829,737
OGRT .. - avsvrannssntnisnssncras 230,541 151,215 282,140
Extract of logwood and pigment oil . 437,687 322,708 653.252
Glass and glassware. . . ... ........ 1,423,884 949,637 1,762,437
Decoration: imitation japa.nese paper 972,377 792,510 1,859,068
Cotton yarn for weaving. Crreee 766,286 343,260 1,701,866
Cottonflaapel. ...._.............. 536,046 272,115 481,532
Calico. ... iienii e 1,975,373 532,092 1,392,976
Satinet and velveteen. .. .. ...... ... 1,939,330 992,757 2,894,307
Figured and scarlet calico. .. .. ..... 439,083 48,574 285,688
Flannel and Italian cloths. .. ......, 669,592 454,411 1,415,127
Crepe camlet and ser ........... 4,616,646 2,428,511 2,685,514
Cocoons and tusser sitk. . .......... 1,523,743 838,198 1,754,432
S5ilk, cotton, satiff and velvet ....... 301,679 305,706 410,134
Bicyeles and accessories. ... ... .. .. 972,972 953,199 £,364.383
Toiletsoap........o.ocvvnennans, 236,321 239,514 343.375
Rubberarticles. . ................. 270,910 163,775 273,978
Total. ............ PN 23,983,063 | 13,459,322 | 25,812,355

imports over exports. Though imports in general increased
to 2 marked degree, the importation. of articles of consump-
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VaLuE oF EXPORTS, 1903-1507

Cauntriss 1503 04 908 b 1907
K Fen Yin Yan ¥en Yex

Ching and m‘““‘} 54.904,180 | 67.985.873 | 08681008 | 117,779,533 { fgﬁéﬁ:ggi

Hﬁngkong ........... 29,734,604 28,180,103 20,215,081 27.0681,32% 24.384,702

res 11,765,494 | 20,389,728 | 20618870 | 25.%0.706 | 32,707,476

8,086,798 9.404,954 7.997.504 | 10,351,836 | I3,088.089

7.108,701 5.270.803 4,414,008 4,033,670 5,767,563

97,756 374948 400,033 || 149.838 250,104

2,239,987 27.814 1,709,787 | * 10.404,077 5.007,723

33.626 159,423 103,341 235.363 338,300

Total $24.187.256 | 133,826,627 | 150.057.577 | 105.3135.454 | 187,700,033
Eurcpe:

England......_...... 16,544.523 17.543.063 | 13.030.401 | 22,553.400 | 23,453.30%

France.............. 34.279.11 36.320.108 | 27,227.473 | 40,288.870 | 42.532.955

5.185,658 £,104.123 4,360,402 8.398,132 11,253,81¢

11,003,607 12,070,670 8,005,467 { 11,807,507 | 13.770.735

487,173 310887 665,520 1,207,008 2,054.307

264,735 588,600 11,554 23,351 64.325

I,I2%.25L 53,625 10,585 27,901 a41,560

981.200 543,931 414,106 1,225.779 1148716

222,043 433,732 161,834 225.827 266,805

248 £.p0:8 11,882 b.121 11,763

67.594 :69 220 77.743 81,430 200,853

105,950 8.08¢ 39,516 70,518 70,598

29,448 ?3 026 70,045 148,041 57,316

290 937 6o4 - %,586 8,02z

Total.............. 70,301,646 | 72,380,780 | S4.I97.129 | 86.217.041 | 4,367,060

United States........ 82,723,986 | Tor.250,773 | 04.000.077 | 125.064.408 | 131101015

Casada.............. 7,923,540 3,231,078 3,:@,036 3.953.051 3.863.657

Mexico, oo oooaneonn 72,222 143.048 935 409.472 831.200

Perc.............. .. 12,012 4.683 10,408 49, %7850

Chile, ,............ .. PO 138,129

Total ' ............. 85.731.715¢ | 104.510,175 | 97.320.45¢ | 130,375,305 | 136,023,950

Ausmiasia ------------- 3.352.466 4.338.589 4.072.036 4.235.662 4,793,903

Philippines, ............ 1,875,519 575,847 1,363.073 1.373.437 1,798,726

Dutch Eaat Indies. ... .. $I3,419 1,082 322 1.233.011 ¥.303.536 2,201 312

Hawali..,............. z.zss.zgs 2,240,564 1,876,454 2,758,222 3.468.677

Egvpt..coocriincoannns 322,064 18,520 283,801 378.7 - 386,300

Other countyies. ... ... .. 765,020 31,440 1,028,482 1,714.1 1,506,003

Grand total........ 289,502,442 | 319.260.896 | 321.533.07¢ | §23.754,%07 | 432.472,873

»

tion not only did not show any increase but decreased in

s0mie cases.

A large increase in the import of unmanufactured goods,
especially of foodstuffs and fertilizers, was an inevitable result
of the limited area of our country and its teeming population.
The rapid increase in the import of raw materials was a mat-
ter of congratulation, because it was an unmistakable sign of

our industrial growth.

In the export trade there were signs

that the export of unmanufactured goods somewhat declined,
which was quite natural to the industrial conditions of Japan.
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VaLuE oF IMPorTs, 1903-1907

Countries 1003 1904 1905 1906 1907

Asia: Fen Fen Yon Fen Fex
Chisgand Kwantung | | ys.ssios7 | 54820336 | sa6usaos | 57306737 {383t
Hongkong........... 1.739:9%7F 2,495,410 1,128,507 682,743 - Rz20.610
Korea.............. 8,512,157 6,490,777 6,156,541 8.205.942 16,375,517
British India. ........ 69,894,197 | 68011007 | 90,228830 | 60315034 | 74.5903.284

British Straits Settle-

mentE........... 1.323.44% 2,725.95¢0 3,397,086 2,457,903 3,062,258
French India. . ....... 15.579/027 | 17309007 | 10,147.057 7,505,452 8,88a.912
Asiatic Rusga, . ...... B.a67.652 | 4537740 32,726,564 1,407,230 1,655,049
55 - T 3,726,280 5.783.7I4 4.586.555 3.191.281 2,738,605
Total.........cxnt- 154.861,132 | 162,157.635 | 170,983.338 | 141,174.217 | 175,806,001

48.736,758 | 74.002.865 | 1r5.380.10% | 30L,3:1,362 | 116,345.070
5,107,913 3334323 5,129,208 4,997,159 7,024,057
36,958,077 | 28607382 | 42.579.9060 | 42,500,013 | 47.667.743
ai.025 673.920 502,001 636,173 942,874
7,578,501 6.3104.474 | I1002185 ] 10,551,043 | 13.,398.209
2,187,054 1,959,088 2,974.305 4.480,335 3,116,866

2QT.550 I1.295.725 20.040 4¢.941 174,887
3.676.993 1,374,658 2,256.197 2,785,237 2,558.852
814,706 490,688 873.528 1,233,184 1,204,306
310,503 861,035 2,473,180 I.323.95¢ 2,171,243
IGL,IQF 162,816 249,083 157,647 314,190
2,043 29,422 36,964 $17.482 138,274
13,002 92,050 24,195 64,081 234,904
IT.000 10,048 15730 18,127 27630

96,114,213 | 120,538,307 | 183,323,773 | 170.237.844 | 105.213.344

46,273,871 | $8.116.344 | 104,286,528 | 60,048,681 | 80,607,363

400,040 837,243 732,022 1,003,320 X3 !?,130
1,639 9.043 166,873 4.2:4 900
35,089 2,078 3608 51,676 483,535
i cae 358.617

46,792,638 | sB.085.507 | 105,189,031 | 71,007,001 | 82.757.604

F.199,035 4,399,085 6,001,197 4,128,051 7.818,753

Philippines. .. ..covcivee 3,421,554 2,468,707 1,357,612 1,143,116 2,155,178
Dutch East Indies. N 10,842 780 17,917,482 14,830,004 23,.519.82e | 22,039,470

awafi 6,219 8.393 -~ 13,601 14.070 15,320
Egypt........ 3,401,500 2,475,258 4,999,132 1,659,580 3.457,204
Other countriey . I.455.447 2,444,269 |  32.830,236 5800515 |  4.000.365
Unknown. . ... ‘e PPN P ean 1,000,244

Grandtotal, ....... 317,135,518 | 375,360,730 | 488,538,017 | 418,784,108 | 494.457.346

The tendency of crude manufactures, including raw silk and
cotton yarn, to form the bulk of our export trade remained
unchanged, while the amount of exportation in finished goods
showed a steady increase.

Observations according to countries

Through what channels the war affected our import and
export trade may be made clear by observing the conditions
of our trade according to various foreign ports.
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VaLue or Iurorys AND EXPORTS, 1503-1907, BY CONTINENT

Continents 003 904 1908 p0b 1907
Yien Frx ¥exu Fen Yen
Asla. e 209,048,388 | 285,984,267 §  33,003.50T | 336.480,655 | 361.605.004
E::nmpe ................ :5&?:5,869 1g::§;s, ;:; =as.43¢ﬁg9 256.42;.685 zsg.sge.s 3
£ 2% 1= N 32,334,397 103 54 199,508, . 4 2013 .486 218,781,554
Other places. . ..... cess 38,549,306 ran
Grand total. .. ..... 600,637,960 | 690,621,634 | Br0.071,627 | Bgz,539.000 | 926,880,210

PERCENTAGE oF IMPORTS AND EXPORTS, 1003-1907, BY CONTINENT

Exgporis
Continents 903 1504 1905 1906 907
Per cent For cent P cend Per cent Per cent
Asla. ...l 43 3¢ 50 &b 43
Burope. .. coooiiinnenas 24 23 17 20 zz
............... 2§ 33 30 ar 32
Imporis i
ASBE. ... 48 44 37 as
Europe 30 32 38 4 40
AMENCA. . . oviiciaann Is 6 232 17 7

It is worthy of notice that the war-time export trade gained
with Asia alone and showed a decline with Europe. Our
exports to Asia, which had been only two-fifths of the entire
exports in 1904, suddenly became more than one-half of the
exports in 1905, whereas the trade with Europe decreased
from 72,000,000 yen in 1904 to 54,000,000 yen in 1903, that is,
from 23 per cent to 17 per cent of the total export value.
The increase was particularly great in the exports to China
and Korea, while the trade with France showed the most
decrease. The exports toe China and Korea increased from
nearly 76,000,000 yen in 1903 to 125,000,000 ye# in 1905 and
1o 140,000,000 yen in 1906, that is, from 26 per cent to between
34 and 39 per cent of the entire export trade. This was
chiefly due to the war funds spent in China and Korea, the
high price of silver, and the command of the sea in the hands
of Japan, as already pointed out.

When we consider this increase according to the kinds of
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merchandise, the export of cotton yarn and goods, copper,
matches, and coal greatly increased, but the market for other
miscellaneous goods also prospered; and such commodities
as refined sugar, beer, white cotton cloth, and the like, which
had been exported little before the war, found new markets
in the Far East. The marked decline in the exports to
France may be explained by her taxation on kabuigye and
the uncertainty of trade routes with the European countries
in general; this applies to the fall of our trade with England
and ltaly as well. The trade with America made smooth
progress, there being little obstruction on the sea. That our
exports to America decreased in 1405 in spite of our success
in war was due to the poor crops in that country and the
consequent depression in the kabuizye and tea market.

The case was quite different with the import trade. The
imports from the Asiatic countries were quite inactive, whereas
those from Europe and America increased at a rapid rate.
The general rise in prices in China and Korea, the two im-
portant exporting countries of Asia, served to check imports
therefrom. The decrease in our import from Asia might
have been greater had it not been for a large demand for

~Indian cotton on account of the extensive use of cotton for
war supplies, combined with its high price in America. On
the other hand, the phenomenal increase in imports in gen-
eral from Europe and America was the result of a decided
gain in the importation of such articles as iron and steel,
copper, cotton blankets, hemp vyarn, hides, leather, and
machinery. Classified according to countries, England sold
us in large quantities various machinery, iron and steel,
cotton blankets, etc.; Germany, raw silk, zinc, dyestuffs, and
machinery; and America, raw cotton, leather, hides, kerosene
oil, metal articles, wheat and flour, etc.

To sum up, the greater part of our import trade before the
war was taken by British India and China, European coun-
tries catering to only one-third of our demand. In 1905,
however, Europe surpassed British India and China. Im-
ports from America, too, nearly doubled in 1905 as compared
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" with 1904. As stated above, the reverse of this change was
the case with the export trade. The trade relations, though
undergoing remarkable changes through the war, remained
unchanged upon the whole after the cessation of hostilities,
more particularly in regard to our imports, although slight
reversions occurred in some cases. It is true that after the
war the demand for war supplies suddenly fell off, but at the
same time there arose a great demand for materials needed
in the rehabilitation of peaceful pursuits and in the promotion
of new enterprises. All this led to increased imports from
Europe after the war, whereas the imperts from Asia re-
mained at their former level. The imports from America
after the war, though smaller in amount than the maximum
in 1903, increased both in actual figures and in percentage to
general trade from what they were before the war. The
export trade with Asiatic countries after the war continued
upon the whole as active as ever, but its tendency to increase
was somewhat stayed by the slump in the silver market and
the boycott movement prevailing in China. The export
trade with Europe gradually rallied after the war, but it
could not revert to the relative position before the war. The
export -trade with America showed some increase. These
conditions prevailed until 1908.
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Clasa and article 1903 1904 1904
Foodstuffs: Yen Yen Yen Yen Yen Yen
L S 13,935,252 12,833,836 10,584,322
Peas, rice and other cereals. . ... .. ......... 5,170,066 5,077,339 3,729,449
Marine products. .. .. ..................... 7,073,821 4,865,627 7,037,604
Various foods and drinke. . .. .............. 6,253,884 8,880,057 17,424,009
—— 32,433,023| s 34,656,859 | meem—ae 30,675,384
Manufactured goods:
Clothes and accessaries. . . .........couvu.un. 3,480,873 4,615,679 5,576,849
Paper and paper wares. ................... 1,993,069 2,795,030 3,003,226
Metalgoods. .................coiunn... 3,142,103 3,471,053 2,890,441
Habutaye and silk handkerchiefs. ... ... ... 30,448,897 42,245,691 32,950,500
Qthersilk articles. . .. ..ovvvvrrnvniennonns 1,820,382 1,723,682 2,433,407
Cotton fabrics and other cotton goods. . .. ...| 8,270,551 0,454,270 13,684,284
Qtherclaths. . ..........coveivii it 1,496,542 3,388.643 2,321,862
T 2,127,580 2,005,010 3,523,084
Matches. . ......coovvviiirvrnn s 8,473,071 9,763,860 10,360,762
Fignred mats.. ...ooovvnevonn i 4,651,465 4,917,357 5,086,086
Porcelain and lacquer-work. .. ..... ... .. .. 4,021,600 4,896,312 6,558,264
Straw goods.......... e 3,832,100 5,192,992 3,836,785
Umbrellas and accessories.. ................] 1497609 1,551,355 1,735,372
Chip-braids. ... .............. .. .......... 1,246,540 1,336,825 1,626,872
. s 16,502,521 | e 06,172,776 —-——- 95,588,884
Raw materials:
Silkandwastesilk........................ 81,386,225 94,331,430 78,076,908
Dyestufis, pigments, and paints. ... ... .. ... 7,323,302 7,880,010 7,313,398
Copper, refined and otherwise, .. ... ........ 14,906,033 12,007,775 16,048,452
Qilsandwax. . .............. i, 2,387,970 2,813,551 1,750,316
Hides, leather, ivories, shell, and horns. . ... . 1,645,231 1,565,684 :,g:g,ggs
Whilpped cotton and cotton varn. . ......... 31,654,210 29,610,11% 33,876,604
) O, 19,260,502 14,828,002 14,267,867
Railway sleepera, boards, and timber. . .. ....{ 2,615,145 3,248,808 5,197,226
Machinery and similar articles. ... .. .. ..., . 715,079 564,658 808,607
————— 161,893,787 ————— 167,750,224 — 158,639,551
Miscellaneous articles. ... ................ ... 14,768,241 16,708,479 23,284,261
Postalparcels. ..............coiiiii i 373,044 446,247 1,081,536
Total..... f e aine it e 285,970,616 315,734,585 318,289,615

ASTHWNWOD NO S1DHIAHA

foz



CHAPTER V
EFFECTS ON INDUSTRY

(GENERAL REMARKS

Industry always goes hand in hand with trade; rarely does
one prosper without the other. In the early stage of the war,
trade, especially home trade, was hit hard, but with the
progress of the war it somewhat rallied. On the whole, trade
suffered comparatively little, considering the magnitude of
the war. This statement applies to industry with equal force.
To be more precise, trade was affected chiefly in the lines of
luxuries for home consumption, but suffered little or no
damage in lines of daily necessaries, while the trade in war
supplies as well as the foreign trade in general increased.

We have said that industry was most seriously affected in
the early stage of the war, but the statement is in danger of
being challenged when examined from a certain point of view.
For instance, a cursory survey of the statistics regarding the
numbers of factories and workmen would clearly tend to
misconception.

AVERAGE NUMBER oF WOREERS PEX DieM IN FACTORIES, 1902-1G606

Workers 1902 1503 - 1904 1905 1906
Male. ... .. ........... 185,622 | 182,404 | 207,951 | 240,288 | 242,944
Female................ 313,269 | 301,435 | 318,264 | 347.563 | 369.233
Total.............. 498,891 | 483,839 | 526,215 1 587,851 | S12,177

These figures show the steady increase in the number of
workers in the first and second years of the war. It might be
concluded from this that the war exerted a favorable influence
upon industry from its beginning; but nothing is farther from
the truth. The industry of Japan being mostly hand-work
and more than half the articles turned ocut being by-products,

204
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the statistics of workers employed m factories with at least
ten hands can not be taken as an index to the whole or even
the greater part of the manufactures of the country. The
effects of the war on industry, therefore, must be deduced
from other indications. Imdeed, in industry, as in trade, a
more accurate barometer of activity can be found in the
numbers of people opening or closing factories. The figures
for 1905 are unavailable, but those for 1904 as cited below are
unmistakable signs of the depression of industry.

FacroriEs OPENED AND CLOSED, I1502-1004

002 1903 904 Increase or decrense
in 1984 a8 Com-
Tax Administra- pared with ig03
: Opened | Closed [ Opened | Closed | Opened | Closed
Opened | Closed
48¢ 305 471 are 633 6oz ¢ + b3i + z32
596 1,149 5 o0 — 81 4 a8
2,087 3.105 2,728 4,995 2,820 7078 — 1081 42083
g8 271 o & I 14| — 433] + 366
3z 43 ag 48 4f + g} + 31
1,359 741 1,081 2,275 869 B89 f — 212 | - 386
az ] 13 F 34 4 40 -+ I + 15
185 216 32 262 128 354 + 3| 4+ oz
i 1,201 504 1.41% 321 970 - 73 — 436
1.902 2153 19084 1 20632 1,408 4270 — 376 | -+r.638
256 72 216 140 i85 627 — 30| 4+ 13
198 33 262 99 208 29 ] — 62| + 71
633 438 831 743 1,090 s$161 + 239 + a3
57 214 97 87 58 85t — 3] — 102
2,083 2,6z z.508 3.317 2,506 z.888 -_— 2 - 419
1,604 3.300 2,301 2,651 521 2903 ¢ — 780 ] 4 a51
26 59 130 ¥ o 172§ — 3] + 4
2055 | 1418 | 2,655 1,778 742! 30837 — piz | +rack
15,707 | 18,355 | 16204 | 21,903 | 13,301 | 27870 | —38:13 | +s5.067

That the number of cases of closing exceeded that of open-
ing year after year may be regarded either as a result of
industrial activity or as indicating a tendency of large enter-
prises to supersede small ones, but the decided decrease of
openings and the alarming increase of closings in 1904 un-
mistakably point to the severe blow to industry dealt by the
war in its first year. With the continuance of war, however,
these conditions somewhat improved, because the manufacture
of war supplies became more and more active, the demand
for daily necessaries increased, and the export trade also
began to prosper. In this connection, special attention
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should be paid to a strong tendency toward concentration in
industry. The following table from the anmual reports of the
Revenue Bureau will make this point clear to the reader:

MANUFACTURERS PAYING NATIONAL TAXxEs aNp AMoUNTs PAD, 1903-1907

903 1904 1005 1906 507
Manufacturers 86,301 86,816 81,585 LGT 8o
Pirces of buai- s 19.914 A7
DRSS, ...... 87,224 87,647 82,313 79.750 81,541
Empiloyees. . . 133,194 135,346 123,358 126,303 139,374
Factory hauds 722,998 745,519 736,635 741,226 785.604
Amgant of fx-
ed fatetaxes | 1.425.977.480 | 1.470.542,390 | 1,445.179.448 | 1,346,492.480 | 1.557,218,360

It should be remembered that these figures represent the
conditions which prevailed in the previous year. Judging by
the number of factory hands and the amount of taxes, industry
was most severely affected by the war in 1904 and slightly re-
covered in 1905, while in 1906 a decided improvement set in.
These general tendencies may be ascertained also by a
statistical study of the industrial ocutput, as will be explained
in the next section. But the places of business and the
number of employees continued to decrease until 1905, when
even a revival of industry failed to improve these conditions.
What conclusion should we draw from this if not that the
tendency toward concentration became specially pronounced
during the war? The fact already stated that the factory
hands increased in number during the war confirms this con-
chusion. .

It is not difficult to imagine how the war stimulated post
bellum industry, which prospered just as trade did. The
general effects of the war on industry having thus been out-
lined, let us now study these effects from the three different
angles of industrial capital, industrial workers, and industrial
output,

CONDITIONS OF INDUSTRIAL CAPITAL
The conditions of industry during the war may be made

clear by studying the movements of the industrial population
and the statistics of the industrial investments in the same
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period of time. But in regard to the latter the only available
statistics are those of the capitals of corporation enterprises,
since the statistics even of those manufacturers who paid
national taxes fail to throw sufficient light upon the condi-
tions of the industry throughout the country, as already indi-
cated. Still less would the figures regarding the company
capitals alone prove useful as an index to the whole situation.
However, they may not be entirely valueless for reference
purposes. So we shall proceed with our investigation with
the scant material at our disposal.

The war absorbed large proportions of private capital and
consequently crippled the people’s industry, at least for a
time. Ewven if it did not reduce the capital already in-
vested, it must necessarily have absorbed a large share of the
new capital available for investment. The depression of
general industry continuing from an aente bellum year must
have accentuated the industrial inactivity caused by the war.

INDUSTRIES INCREASED OR DECREASED, DECEMBER, IQ0I-JUNE, 1905

Increase or decrease com-
Numberofl A red pared with previous term
umbper o BEregal
Meonth end companies capital No. of
C;)S, Aggr. cap.
December, 1901. .. ... 12,960 | 1,440,682,267

June, 1903, eee.-.} 128IC I,521,790,080 ceen
December, 1902. .. _ . 12,845 | 1,584,405.550 | + 35 + 62,705,461
Juse, 1903, vee.e] 12,915 1,814,008,3558 | <+ 70 + 229,505,805
December, 1903 ...... 13,226 1.448,112,192 431X — 365,889,163
June, 1g04. c.-..p 13,273 | 1.457,683.463 | + a7 + 15,571,271
December, 1904. - - . - . 13,377 | 1.475.538.378 | +i104 + 7.874915
Jume, 1g05. .. .. ... 13,422 | 1.495255.111 | + 45 | + 19,696,733

Looking into the details, this blow to popular investment—
a blow which through anticipation of war made its appearance
as early as the end of 1903—bore the hardest upon manu-
factures, while in agriculture and commerce, and especially
in transportation, there was more or less increase in the paid-
up capital; but in manufactures both paid-up capital and
reserve funds decreased considerably,
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MANUFACTURING INDUSTRY, 1903-1907

Year Number of companies | Paid-up capital | Reserve fund
Yen Ven
IG03. ...l 2,441 170,346,340 29,966,661
E0+ 7+ ¥ S 2,384 162,836,203 27,873,181
TGOS, . viv e 2,449 185,414,059 45,626,962
1996, ... ... ... 2,546 267,118,424 64,521,810
I907. . ooveeniiaans 2,847 381,815,109 63,564,944
COMMERCE, 10031907
Year Number of companies | Paid-up capital | Reserve fund
Yen Yen
11K S 5,955 451,680,028 110,872,204
EQ04. .. . oo 5,609 455,822,613 143,070,528
- SO 5630 466,404,498 147,276,299
YOUB. . e, 5,830 500,588,508 167,196,285
1G0T e eianennnn. 6,197 569,486,328 197,558,374
TRANSPORTATION, 1903-1907
Year Number of companies | Paid-up capital | Reserve fuad
Yen ¥en
f {7+ % SN 702 262,382,016 24,004,444
{7 S 68z 309,412,473 28,110,246
IB05. . ... ..ovvvnnn 655 316,649,008 31,402,272
1606, .. ... .u. oL, 684 317,378,704 25,910,592
IG0F. . occneranns 734 150,901,189 24,774,265
AGRICULTURE, 1903-1657
Year Number of companies | Paid-up capital | Reserve fund
Yen Yen
249 3,196,886 223494
238 3,220,857 174973
231 3,688,590 403,368
250 4870,357 317,941
306 12,035,192 387,125

The detrease of capital must have been primarily in the
manufacture of goods for home consumption, especially in
those branches of industry which turned out articles other
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than daily necessaries or war supplies. The amount of actual
decrease in these branches must have been far greater than
that cited in the above table, because the manufacture of war
supplies must have drawn a larger sum of outlay. In this
connection it is to be regretted that details about the move-
ments of capital in the various branches of industry are not
available. But some indirect light may be thrown on the
general trend of capital movement in industry by the sub-
joined statistics of the number of workers in various in-
dustries.
WoRKERS IN VARIOUS INDUSTRIES, 19031907 *

No. of Workers
Industries

1503 1904 1905 1906 1907
Fiber industry. . .......... 270,974 | 278,890 | 302,723 | 325,047 |354,567

{Textile industry) . .. .. ... (59.278) | (70,2435} | {75.750) - cen
Machine and iron industry..] 34.223 45,886 49,863 58,977 | 62,045

{Machinery).............. €7,849) | (11,628}! (i1,387) s e

(Shipbuilding). . .. .. ...... (12,384) | (21,026) {21,775) e .
Chemical industry. ........ 49,988 53,338 55,430 62,708 | 63,415

{Tanging}................ {471} 1 {2.521) (957) ceen aea
Foodsand drinks.......... 35,020 49,324 51,497 49,260 | 48,192

{Canned goods}........... (1,438 (2,311)] {4,283) e e
Miscellaneous. .... vew-] 34222 42,074 45,699 50,176 | 52,97%

{Leather goods}. . {1,438} (2,311)] {4.283) J ceen
Others. ......... 58,512 56,703 81,629 | 66,009 60,002
Total..........co00ss 483,839 | 526,215 [ 587,851 612,177 | 643,292

= Figures within parentheses are not included in totals.

If this labor movement indicates capital movement with
a fair degree of accuracy, it may be observed that capital
was doubtless concentrated in the manufacture of war supplies
such as machinery, iron goods, drinks and foods (especially
canned goods), leather goods {including tanning), and cotton
textiles. In other directions there must have been a marked
decrease of capital, since the aggregate of invested capital
decreased. But all this is what happened in 1904, the first
year of war. The case was quite modified in 1905. As
already seen in a previous table, the industrial capital in-
creased in 1905 by 27,000,000 yen in paid-up capital and 18,-

15
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000,000 yen in reserve fund. This was no doubt due to a re-
vival of home demand and a boom in foreign trade, and also to
a general increase of privatewealth. Taxesand national bonds
constantly absorbed private capital, yet the people not only
exercised rigid economy but also reaped the fruits of war in the
form of large amounts of interest on the war funds drawn
from their pockets. Borrowed foreign money also eariched
the people. The national wealth thus increased was reflected
in the bank deposits. The following are the deposits and
- loans of the associated banks in the six large cities for 1904,
1905, and 1906:

DerosiTs AND LOANS, 19004-1906

Date Depostts Loans
Yen Yen
351,480,027 353,642,376
351,799,162 333,740,757
351,819,974 330711870
360,042,712 344,228,489
361,004,493 348,341,451
368,811,230 343.837.533
376,245,788 352,301,480
391.138,500 367,220,411
391,865,410 371,903,549
400,188,909 398,909,128
390,213,056 404,356,512
385,486,704 392,118,011
391,716,706 386,504,534
397,178,339 385,567,230
399,177,113 389,651,405
407,670,973 385,823,197
420,907,275 388,468,018
438,583,134 386,048,466
466,545,280 391,120,423
475.359.923 403,197,163
491,737,597 405,980,942
499,004,824 438,740,761
498,859,809 454,177,926
516,620,873 471,227,087

This increase of popular wealth, together with the dis-
appearance of demand for war funds on the conclusion of the
war, suddenly added to the abundance of capital and conse-
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quently led to slackness in the money market. The spirit of
enterprise was naturally aroused among the people, while the
revival of their peace-time demands created an atmosphere
favorable to the feverish promotion of new enterprises.
Even in 1905, the second year of the war, it is true that there
was some increase in investment, but the rate of increase was
greatly accelerated with the restoration of peace.

Increase as compared
with previous term
Date Rumberof | Capital
panies Number of .
companies Capital
¥en Yen
Juze, 1904. .. .. <aef 13,272 | 1,467,683,463 Ig ig-ggm;
874018
December, 1904........ 13,377 ( 1.475.558,378 { 45 18,696,733
une, I005. .. ..... 13,422 1,494,255,111 187 56,412,245
ecember, 1905 . . ... .. 13,509 | 1,530,867,355 273 35,031,509
June, 965, . ...... 13,882 | 1,585,608,865 .en ceee

It is to be noted that the number of companies increased
by 460 and the capital by some ninety-one million yex in one
syear immediately after the close of the war, that is, between
June, 1905, and June, 1906. But the springing up of new
enterprises was most active in the latter half of 1906, so much
s0, indeed, that the subscriptions to the shares of the Dai
Nippon Suisan Kaisha (the Japan Marine Products Co.}
amounted to 100 times those placed in the market, while the
shares of the South Manchuria Railway Company offered for
subscription were subscribed 1,070 times over. The new en-
terprises promoted with such avidity up to November, 1906,
after the conclusion of peace, are said to have amounted to
‘no less than 900,000,000 yen in capital. It is hardly nec-
essary to point out that the manufacturing industry formed
an important branch of this wild investment. The fol-
lowing classification of those newly promoted enterprises
will show how the capital for manufacture increased after
the war:
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DEVELOPMENT OF NEW AND Oup COMPANIES AFTER THE War

New Extended Total
companies companies companies
Classified industries pe
No.| Capital No.| Capital | No.; Capital
Yen Yen Yen
Baoks............... 18 | 30,715,000 | 81 | 23,616,250 | 99 | 54,331,250
Ratlway............. 37 | 282,220,000 | 16 | 91,274,800 | 53 | 373,494,800
Ingurance ............ 7| 28000000 | 5| 8,100,000 | 12 | 36,100,000
Mmiag .............. 17 | 38870000 | 6 3,550,000 | 23 | 32,428,000
Marine products. .. ... 17 | 15325000 | 1 950,000 | 19 | 12,275,000
Electricity and gas. ... | 37 | 104,600,000 | 12 | 23,430,000 | 49 | 128,030,600
Silk and cotton spinning
and weaving...... | 13 | 20,033.000 | 35 | 23,853,000 | 48 | 43,600,000
Wool spinning and .
. g ... 2 4,000,000 | 3 200000 | 5 5,000,000
Sitk spinning and weav-
g, .. 4 520,000 | 1 25000 | 3 545,000
Total, ... ..... 19 | 24,553,000 | 39 | 25.878,000 } 58 | 350,431,080
Steamship........... 51 1050000 5/ 16530,000) 10| 18,489,000
Docks. .............. 4] 15041000 3| B052,000]| 7| 23,003,000
Total. . ......... ¢ | 16505000 | © | 24,501,000 | 17 | 4%,582,000
Iron smelting. ....... 2| zo3%0000] .. eaan 2 { 30,396,000
Iron industry. .. ..... 1 500,000 | .. veee I 500,000
Machinery. . ......... | 3 575000 | §1] 2360000 | § 2,935,000
Total........... 61 31465000 5| 2360000} 8| 33825000
Sugar manufacture.... | 3 1,050,000 | 5 | 13,000,000 | 10 | 23,500,000
Milling.............. 4 s.500000 | 2| LI4OO000]| 6 6,640,000
Fertilizer manufacture. | 13 | 5800000 6| 4200000 [ 19 | 26,000,000
Paper manufacture. .. . { 15 2,050,000 | 3| re,550,000 [ 7| 12,350,000
Brick manufacture. . .. 4 3,756,000 | 3| 1000000 7 4,750,000
Tea manufacture. . ... 2 700,000 | X 500,000 | 3 1,200,000
Cement manufacture. . 3 1,050,000 i 2 |-1,500,000 | 3 2,550,000
Celluloid manufacture. 5 6,400,000 | .. . 5 6,400,000
PWing. ... ......... 3 2300000 | 2] 10100000 5 3,316,000
Others. ............. 12 4,266,000 | 10 | 3,940,000 | 22 6,206,000
Total........... 56 | 52,316,000 | 34 | 34,840,000 | g0 | 87,156,000
Transportation and
warehousing.. . ... 8 8,200,000 | 3 600,000 | 12 9,840,000
Book printing. ... .... 7 2,290,000 | & 137,000 | IT 2,427,000
Lumber industry...... | ¢ 9,150,000 | 2 350,000 | 21 9,500,000
Commerce........... 1y 5,455,000 | 7| 1,664,000 { 23 6,916,000
Miscellaseous. .. ..... 17 5,275,000 | 12 [ 7,535.000 | 28 | 12,810,000

The above figures unmistakably point to the prominence
of manufactures among the various enterprises newly pro-
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moted. The manufacturing industries promoted or extended
after the war can be divided into three classes. The first
class includes those undertakings which catered to the in-
creased demand at home. The second are those which
supplied foreign demands, not only of China, Korea, and
other oriental countries, but of Europe and America. Most
important of these were the extension or creation of the
cotton spinning and weaving companies, while the less con-
spicuous included cement manufacturing, kabufeye finishing,
and the like. Under the third class come those enterprises
established or extended in anticipation of the stoppage of
importation due to a higher tariff schedule after the war.
For example, sugar manufacture, milling, kerosene industry,
and paper manufacturing were greatly encouraged by the
prospect of higher prices of imports.

This is the outline of the movement of manufacturing cap-
ital. Let us next investigate the effects of the war upon
the manufacturing workers.

CoNDITIONS OF MANUFACTURING WORKERS

The war took away some one million one hundred thousand
-young men from productive enterprises, In consequence, a
shortage of labor was in evidence everywhere, and the labor
market was overwhelmed with demands, leading, it is gener-
ally believed, to an appreciable rise in wages. On the whole,
this observation is correct, but it is wide of the mark when
applied to conditions prevailing in 1904, the first year of war.
In the early stage of the campaign the movement of labor,
especially factory labor, took a direction opposite to the
movement of manufacturing capital. The latter decreased
suddenly in the early stages of the war, but gradually in-
creased with its successful progress, whereas the former
showed an excessive supply early in the war, but revealed a
scarcity as the campaign progressed. This, needless to say,
was due to the facts (1) that the large number of young men
were not called to the colors all at once but gradually, as the
progress of war required; and (2) that business depression
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was most marked in the early stage of the war, but improved
with its development.

Immediately after the outbreak of the war in 1904 indus-
trial circles suffered no shortage of labor. On the other hand,
workmen found it difficult to secure employment, owing to
the retrenchment of enterprises and the consequent decrease
in the demand for labor, which led to the lowering of wages.
With the progress of the war, however, the general market
recovered its activity, the demand for labor began to increase,
and the number of men in active service gradually grew
greater. This was particularly noticeable in and after the
beginning of 1905. All this explains the shortage of labor
and consequent rise in wages in the later stages of the war.
Though we have no monthly statistics of wages to prove it,
we believe the above statement is not erroneous. The
following table indicates the changes in wages according to
kinds of labor:

902 | 1903 1094 1963 1908 | 1907 | IgoS

¥34.9 | 112.5 | I12.0 120.% 226.5 | I34.7 | 137.9
Ixr.z | r1e.o | rra.8 1I3.2 7.9 § 126.7 | 133.8

107.8 ] 108.6 | 106.8 112.§ 1ax.5 | 235.5 | 135.8
1066 ] 11,2 | YoR.6(—) | 11z.2{—) { rx3.4 | 125.8 | 133.0

I0T.5 | 105.0 xm.oé—g xoe.tsg—% z19.6 § 13:.8 | 136.x

.rro.7 | srr.e | rop.gi-— 132.5{— 1232.3 | 144.3 | 156.7
.4 108.1 | 110.1 xeq..?i-- 109.4 z18.2 | 138.8 | 152.8
ix0.8 | I1t.5 § 108.0 1.8 312Y.3 | 142.9 | 135.7

r14.0 | 112.7 | reg.0{~} § 1ad.x 135.% | 136.0 | T44.
g TEXLY | TIL.3 | 160,53 114.9 132.1 | 134.1 | 148,
IoB.2 | YOR.§ | 1c8.31 I12.4{— 110,57 | 138.0 | 148.7
Ww7.7 [ 100.5 ] 107.5(—} § x12.3({— 118.4 § 134.2 | 143.0

100.8 | 110.3 :a&.oi-—i xta,si—i 110.1 | 130.9 | 130.6

Wages in almost all kinds of labor went down in 1904.
The only exceptions were the wages of foot-gear makers and
of meta] workers, This was due, however, to a large demand
for labor of shoemakers and blacksmiths, who were wanted
for the manufacture of war supplies. This general fall in
wages was more discouraging to workers when its practical
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bearing is realized, because general prices rose somewhat
despite the decrease in money wages. But wages markedly
rose in nearly all kinds of work in 1905. This rise was not
only in comparison with the previous year, but also as com-
pared with wages before the outbreak of the war, the only
exception being the wages of mat and fitting makers.
In spite of the shortage of labor, however, the year 1905
saw a decided increase in manufactured goods, as will be
explained in the next section. This general increase was the
case not only in comparison with 1904 but with rgo3 also.
It is evident that the 1,100,000 men requisitioned in the war
caused a hurtful scarcity of labor. How, then, account for
the great increase in production? It may be explained in
this way:

(1) Our population was increasing every year by over half

a million. Each year, therefore, had tens of thousands of

new labor recruits. ’
(2) As a result of over-population and low wages, all
factories had previously been using labor lavishly. They
therefore had ample room to effect an economy in hands by
means of better organization and more careful use of mechani-
~cal power, and the war forced them to resort to this economy.
(3) The war proved a powerful impetus to mechanical
invention as a result of scarcity of labor.

APPLICATIONS FOR PATENTS AND PATENTEES, 190I-1508

Number of apphcations .
Year for patents, native Patentees, native

and foreign and foreign

35+ S 2,142 {255, 474 f{132)
IG0Z. L it %781 (314} 668 {203}

0 2923 {330} 720 {304)
0 S 2,274 {344% 881 (372)
B0, . i e iieaaaaan 2,340 (557 1,115 (539}
000, ... it 3.384 {721} 1,i07 (487
TG0 . e it enaen 3978 {779} 1,341 (648§
I908. . L iraieaaa 4,571 (667} 1,831 (582

= The parentheses enclose the number of foreign applications for patents, and the pumber of
foreign patentees,
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It is to be noted that the number of patentees increased
during the war, especially in 1905.

The manufacturing industry in this country suffered much
from shortage of labor, but succeeded in its efforts to in-
crease output by improvement in organization and a better
use of machinery., When one million fighters were released
from military service after the war, they were employed for
the extension of industry. Indeed, the rapid strides in
manufacture were Jargely due to the abundance of capital
and to the employment, in the newly promoted enterprises, of
labor released from the war. The established industries,
through an economy in labor, could be conducted by workers
who were never called to the colors.

AMOUNT OF MANUFACTURED GOODS

In this section we propose to see how the output of factories
was affected by the war. Although the statistics at our
disposal concern only a portion of our manufacturing industry,
yet they will serve to indicate the general trend of the in-
crease of decrease In production.

FLUCTUATIONS IN MANDFACTURES, 1902-107

Spur cotton
3 Porcelain aer-
Year (Amoantof| Toue Seke Soy  |and carthen| LAS206
cotton) ware

Kanme Fzn Koku Eoms ¥sau Fen
b2+ - S 44,386,547 | 147.1472.008 | 3.300.312 | 11763210 § S.011.301 5.588. 466
IQG3. - .vtvisianrs 45,521,380 | 134,006,795 | 3615046 | 1850165 § G975, 5371424
IPOE. ...iiauaaves 40,157,040 | 123,436,368 | 3.153.407 | 1,765,073 | 6.733.5 4.477.274
TQ05. oo iuvrnirnan £0,5§16.51 153.233.991 3.792.351 | £.935,403 8,821,544 5,559,858
IG68. . . ccccinnan 33.079.5 230.335.861 | 4167721 | 2,074,008 | 13,385,982 | 6,800.005
E £ - 54,431,017 { 228,240,393 | 4.363,977 | 2,332,911 | 12,940,658 | 7,501,084

v Japanese Foreign Figured Raw Bleached Ols

tar paper paper mats wax waX

Fen Yen Fex Fen Yex Yen
14.159.670 7.150,024 | 4900487 { 7,252,480 | 1396903 | pIilI3
-} 12,413,331 7,070.835 | 5,303,074 | 4301247 | %.722.799 | B.078.547
-] 12,543,837 | 101.434.9084 | 4.135.007 | 3,166,617 | 1816523 | 7.260.180
13,722,228 | 11,055,080 | 4.079.500 | 4.835,210 | 2,728,762 | S8.800.512
15,480,680 | 14,157,736 | 4.548.200 { 4.027.142 1 3.343.618 | 11,613.583
19,505,013 12,477,230 4.726,168 | 3.151,570 L357.977 | 10,9243.500
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Year Matchas Indige Leather g::;:
Fex Fen Fen ¥en
I0B2. . .ucurcinnns 8,608,371 #4.343.910 2,255.381 2370348 - 0 a e h e
IPOZ. oot 9.872,501 3,539907 | 3921848 | 33857331 ... 0vinas .
IQOE. e nv et ccnane 11,745.646 2,178,312 | 1B.870.337 4807994 .. ... 0a
QOS5 et e nnmsnnnnn 17.319,573 2,285,234 | 16,725,844 5,430,574 0 o0 neas
906, iiir e £5.516.980 2,669,220 10,88:,?;; 4730058 ... e
£+ SO 135,078,132 2,055,791 8.068, $:224:93% v s cacnnnass

It may be noted that production decreased in 1904, but
suddenly increased in the following vear, so that the factory
output in 1905 was even greater in amount than in 1903,
previous to the outbreak of war.



CHAPTER VI
EFFECTS ON COMMUNICATIONS

GENERAL REMARXS

It was inevitable that the war should materially handicap
the means of communication, as was frequently mentioned in
the two preceding chapters. And the crippled communica-
tion facilities were responsible in turn for the rise in prices at
home, the wide difference of prices in different places, and
the depression of foreign trade, at least in the early stages of
the war. This handicapped state of communications can
"be attributed to (1) the commandeering of all the important
means of communication for the transportation of troops and
war supplies; and (2) the restrictions placed on the free work-
ing of the means of transportatiom through danger and
through precautions arising out of the action of enemy war-
ships. The first acted in the form of requisitions of railways,
ships, horses and wagons, while the second chiefly crippled
the steamship service. Thus, ordinary communication and
transportation in war time were disturbed in their various
branches, but we shall limit our observations to the most
important among them, 4.e., the land or railway transporta-
tion and the sea or steamship service.

LaND TRANSPORTATION

It is hardly necessary to say that the general railway service
was hindered by military transportation. In January, 1904,
a government order was issued, commandeering the railways
throughout the country. In the following month a great
movement of troops and war supplies was commenced; time-
tables were frequently revised not only for freight trains but
also for passenger trains, and finally the number of daily
trains was reduced, which led to the decrease in the ordinary
passenger and freight traffic. But this decrease was not alone

218
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due to military transportation at home, but also to the fact
that much of the rolling-stock was sent for the use of the field
railway. The rolling-stock transferred for this purpose from
the national and private railways (to the end of March, 19035)

comprised the following:

ROLLING-STOCE TRANSFERRED FOR USE OF FIELD RAmway

Railway Companies mm Pa:sg;ger Fgfsht Total
Government Railway Traffic Bureau 64 17 726 807
Japan Railway Co...... e 23 . 350 383
Sanyo Railway Co.....ovvannnns 4 .- 142 146
Kobu Railway Co.......coven - 5 5 10
Kansai Ratlway Co.......ooontal ) 4 .- 92 g6
Sobu Raflway Co.......... s e . 50 50
Boso Railway Co. ... ........... . .. 5 5
Narita Railway Co.............. . - 25 25
Kyote Railway Co.. ... .. ...... . . 10 10
Hankaku Railvay Co............ .- - 0 10
Hokuetsu Railway Co........... 1 . 30 44
Tokykawza Railway Co.......... .- 9 24 a3
Nankai Raitway Co............. . . 19 3
Nishibari Railway Co............ . . I0 10
Chugoku Railway Co............ “ 5 5
Tokushima Railway Co.......... . 20 20
Kyushu Railway Co.. . .......... o 312z a1z
Hakatawan Railway Co.......... . 0 10
Hokkaido Tanke Railway Co.. . ..  { - . 1
Gan-etst Rallway Co.. . ......... .. 5 5

Total. . ... eie s 97 36 %835 1,568

The statistics of all the railways in the country also point

to the same fact:

Mileage of lines Rolling- Increase of Decrease of

cpen to traffic atock mileage rolling-stock
1903. .. .- . .. 4,405,47 29,380 i ..
1604, .. ... .. 4:593,93 29,154 198,69 226

Seeing that most of the rolling-stock commandeered be-
longed to the Government Railway Traffic Bureau, the Japan
Railway Co. and the Sanyo Railway Co., whose railway lines
formed the main arteries of communication in this colntry,
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it is easy to imagine how hard the transportation service was
hit. Although the general passenger and freight service was
thus hindered, yet it must be remembered that these and other
agencies of transportation did everything possible to minimize
the congestion and used every available train for transporta-
tion of goods whenever there was a lull in their military serv-
ice. They also strove hard to restore the peace-time number
of daily passenger trains. In consequence the congestion of
traffic did not reach the worst point feared by the general
public.

No details are available as to how much of the railway
service was put to military use; we can infer, however, that
its extent was very great. In the first place, the mileage of
running, which had been increasing year after year before the
war, was reduced by some 100,000 miles as compared with
the previous year.

MnEaGE COVERED BY TRAINS, 1g0I—1g90§

Year ending March 31 State railways | Private railways
Miles Miles
E £+ 7= } - 8,270,286 22,563,214
IGBZ. i o h s e s craccatr et nanat 8,768,171 23,297,908
B0 S 10,168,970 24,125,379
0 2+ e 9,649,450 24,479,190
02+ L 10,710,264 25,666,437

The decrease was chiefly in those lines of the state railways
which were on the main routes of military transportation.
A slight increase took place in some private railways, but
those which were charged with military transportation nat-
urally lost their ordinary wark, as will be seen from the sub-
joined table. Let us first study the effects of military trans-
portation by the statistics of passengers and fares during the
five years 1901 to 1905. {See table at the top of the next page.)

It is patent that there was 2 sudden fall both in the state
and private railway traffic in 1904. But it should be noted
that this decrease must have beeg due partly to the habit of
thrift which the people in general cultivated and to the handi-
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PASSENGERS AND FARES, IG0I-1G05

Number of Passengers Fares

Year ) verage pe
State Pfi vate fi gz?alte Apae;enger }
railways railways railways |state ratway

Yen Sen
371+ SR 32,527.33% | 70,136,954 | 10,887 870 30.4
b 207 - 32,689,916 | 78,121,456 | 11,880,530 36.0
B LR 35006,753 | 79,861,708 | 13,040,252 37.2
b 3T 30,026,355 | 75225481 1,240,251 41.3
TGOS v« csvnnrmurnnns 32,026,355 | 82,648,439 | 14,097,661 44 .5

capped condition of railways. Unnecessary travel was
avoided and trains were used as little as possible; neverthe-
less, the fares per passenger suddenly increased because the
troops transported were included in the number of passengers.
The effects of the war upon railway traffic will be seen more
clearly if we limit our observation to the state-owned Tokaido,
Nippon, and Sanyo lines, which were most frequently used for
military purposes,

NuMBEER OF PASSENGERS, 190I-190§

Year Tokaido lines | Nippon lines Sanyo lines
{7+ 7 O 24,357,712 16,339,421 7.457,010
IO02. (uinieinnr i nmnran s 23,573,716 35,551,565 7,370,264
TODZ. .\ i visranrasataraan 24,015,154 14,378,355 8,132,783
(e 7 S 19,001,062 23,081,635 8,716,325
£+ S 20,582,846 14,231,020 12,464,864

A marked decrease in the number of passengers took place
in all lines except the Sanvo. As compared with the previous
year, the decrease was about 5,000,000 for the Tokaido lines
and some 1,200,000 for the Nippon lines. “The decrease of
ordinary passengers was all the more remarkable when we
consider that the figures cited were inclusive of troops trans-
ported, and it is worthy of notice that this tendency did not
abate even in 1905. That the troops formed a comparatively
large portion of the passenger trafhic may be demonstrated by
the subjoined table:
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AveRAGE MMLEAGE AND FARES PER CAPITA, 190T-1004

Miles covered by passengers, | Fares averaged per passenger

average per capita per mile in mo®
Year
Tokaido | Nippon | Sanyo | Tokaide | Nippon | Sanve

lines lg;es lines Hnes lines lines
23.42 20.58 | 27.40 147 129 120
24.04 20.85 27.75 156 147 124
25.62 21.66 3I.51 151 152 114
32.13 26.3¢ | 40.55 140 136 95

S I00 Mo=T 3%,

That the long-distance passengers suddenly increased on
all lines in 1904, and yet the average fares showed a decrease,
is evidence of the transportation of troops. As regards the
freight traffic, it showed more or less increase throughout the

lines.
FREIGET TRAFFIC, 1g0I-3905

State railways Private railways
Year Tatal Freight Total Tokaido | Nippon Sanyo
tonnage rates tonnage lines lines lines
Tons ¥en Tons Tons Tons Tons

1901... | 2,787,113 | 5498,523 | 11,773,719 | 1,973,377 | 2.143.222 | 750,874
1902, .. | 3,317,457 | 5.646.586 | 12,061,053 | 2,251.450 | 2,385.305 | 869,435
1903. .. | 3.745.652 | 6,465,002 | 14,290,942 | 2,320,031 | 2,666,500 | 1,035,794
1904. .. | 4,016,758 | 7,826,813 | 15,603,008 | 2,340,322 | 2,693,067 | 1,326,840
1905... | 4,782,505 | 9,001,322 | 17,159,950 | 2,811,562 | 3,282,774 | 1,501.325

The increase in freight traffic must also have been due to
the transportation of war supplies and not of ordinary goods.

Average miles per ton Average rate per ton
. of goods of goods per mile
Year

Tokaido | Nippoa | Sanye | Tokaido | Nippon | Saayo

lines lines lines lines lines lines

190, ... .. .0 85.68 105.05% 86.68 g0 167 97

IQO2. .o vanunn 84.58 | 103.28| 112.20 186 199 il

1503, . ... ved 87.23 106.69 120.79 iBo 91 &5

1904. .. c-u... 109.01 | 107.77 | 112.72 177 184 115
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That the latter must have decreased may be seen by the com-
parative study of the average miles per ton of goods and the
average rate per ton per mile, with the total amount of goods
transported on land.

The fact that in 1904 the long-distance freight trafhc sud-
denly increased and the average receipts per mile decreased
unmistakably points to how greatly the general freight trans-
portation was affected by military requirements,

AuoUunT oF Goops TRANSPORTED ON Laxp»

1903 1904 Increase or ‘
B 17 T S 34,085,539 43,212,925 + 3,127,386
Kinovorianinnaiannn 480,209,500 429,658,680 —50,550,820
Pieces. .oovvinnnennn. 20,501 869 17,259,302 — 3.542.507
Komme. .. ....c..c..x 111,601,607 87,731,520 —23,870,167

 Investigations by the Revenue Bureau. Treasury Department,

The above table shows the amount of goods transported by
means of railway trains, electric cars, horse wagons, carts,
and horses. The figures expressed in kin, pieces, and kamme
show the amount of goods conveyed by horse wagons, carts,
and horses. .These suddenly fell off in 1904. From this
we gather that ordinary railway freight must also have de-
creased, because railway transportation alone can not in-
crease when that by other means decreases in volume; for
it must further be remembered that rzilway freight requires
other means of transportation either in loading or delivery,
so that a decline in one must be accompanied by a decline in
the other. |

Thus the war exerted a great adverse influence upon rail-
way traffic, and inconvenienced the public, especially in their
commercial and industrial interests. But the railway busi-
- ness itself was benefited rather than injured by the war, as
can be seen from the table of the earnings of the leading lines
at the top of the next page.

These results were obtained in spite of a practical rebate on
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Ranmway Trarric EARNINGS, IG0I-1504

. Traffic earnings,
Companies expenses, etc., | 1997 1602 1903 1004
G Rail Eared Yen Yen Yen ¥en
overnment ilway armngs 8277 | 17,640 | 19,220 20,22
Traffic Bureau..... Expenses 7,882 8,307 8,022 8,3:2
Net profits 8,394 8,142 | 10,297 | 11,805
. Earnings 10,3187 | 10,88¢ | 10,086 | Ir 406
Nippon Railway Co... Expenses 4,448 4,727 5,179 5,291
Net profits 5459 | 5.530] 5806, 6114
Earnings ,508 . . 6,0
Sanyo Railway Co.... Expenses ?,792 igﬁg zgg 2,4433
Net profits 1,896 | 2,131 | 2,840 3,595

military transportation, the primary cause of the success
probably being an extremely economical use of rolling-
stock as compared with the railway conveyance of ordinary
goods.

During the year ending with March, 1906, passenger traffic
was almost restored to its normal level, while freight traffic
showed a remarkable increase. In that year, too, there must
have been military transportation back from the front, which
interfered with ordinary traffic to some extent. But as there
was no strategic need to press the work, it could be effected
in such a way as to give ordinary traffic as little inconvenience
as possible., The post bellum effects of the war on the rail-
ways were also reflected in another direction, that is, in the
nationalization of the seventeen private railway companies
by the government, which had come to realize the supreme
importance of a unified railway service through the experi-
ence of war. The nationalization was effected in the six
yvears from 1906 to 1911, inclusive, during which time the
railways throughout the country passed to state control.
The Fusan-Seoul Railway was also purchased by the govern-
ment in August, 1906, while the South Manchuria Railway
came under Japan's control as a result of the war. Thus,
the government was enabled to unify the railways not only in
Japan proper but in Korea and Manchuria.
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EFFECTS ON SHIPPING

General observations

Shipping was affected by the war in a greater degree even
than railway traffic. Setting aside for the present the hin-
drances caused by the alarm and danger on the sea, a huge
amount of tonnage commandeered for military transportation
literally paralyzed the shipping business of the country. In
consequence, there was a serious shortage of bottoms for both
coasting trade and foreign routes, which, however, could be
made good by the purchase or chartering of steamers. Itis
impossible to ascertain exactly how many tons of ships were
commandeered in the war; but we do know that during the
campaign the mercantile marine of Japan, including sailing
vessels, consisted of 4,602 in number, with an aggregate
tonnage of 979,000 tons. However, those vessels capable of
military transportation, that is, steamers above 500 tons, were
only 214 in number, with an aggregate tonnage of 652,300
tons. I a large part of them were commandeered, some
haif a million tons would be the approximate figure. Of the
Nippon Yusen Kaisha fleet, which was the most important in
our shipping trade, no less than 112 vessels of various sizes,
with a gross tonnage of 400,000 fons, were requisitioned during
the war. The figure will exceed half a million if the tramp
steamers commandeered be added. The effect of this on the
shipping trade may be inferred from the following report of
the Nippon Yusen Kaisha.

Nrrerox Yusen Karsma Co. ReEPorT, 1003-1g05

Chartered
Company boats foreien boats Total
Year
No. of . Ne. of . Na. of :
ges Miles voy Miles ges Miles
1go3 {2d half).. .| 1,043 ) 3,586767 | ... e 1,043 } 1,586,767
1904 {ist half) .. 800 | 1,235,050 29 31,229 829 | 1,266,279
2d half}. . . 363 | 33282z 176 | 282,125 539 | 614,947
1905 (lst half} ..} - 395§ 319510 161 | 263,603 556 | 583.603
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This table concerns the ships controlled by the Nippon
Yusen Kaisha and does not include those chartered by the
government. It therefore indicates the entire work of the
company in its home and foreign departments, both before
and during the war. Thus, we see that during the war our
power of sea transportation decreased almost by one-half in
the number of voyages and to less than one-third in mileage.

The arrivals at and sailings from our ports in 1904 as
against 1903 showed a decrease of 2,611 steamships, with an
aggregate tonnage of about 4,300,000 tons, and 485 sailing
vessels, with a gross tonnage of some 65,000 tons; the decrease
was most conspicuous for Japanese vessels. As compared
with the previous year, our steamers decreased by 60 per cent
in number and their agpregate tonnage by 78 per cent; our
sailing vessels decreased by 12 per cent in number and their
gross tonnage by 34 per cent. All the foreign vessels, except
those of Austria-Hungary, Denmark, Russia, and France,
showed a decided increase in Japanese bottoms. As there
was comparatively little decrease in the number of passengers
and the volume of freight, and especially in the sum of freight
charges, we can understand to what extent the people suf-
fered from the absorption of shipping service by the war.

Errects oF WaRr ON SHIPPING, 1903—IGO07

. assen Freight H
Company | Year Passengersl Freight P fmger chr:%es m—l;c::’m

) Ns, Tons Yo ¥en ¥en
Osaka Shosen| 1903 | 1,898,602 | 18,861,457 | 1,830,097 | 3,322,609 | 5,152,706
Kaicha 1904 | 1,682,658 | 20,026,004 | 1,838,935 | 3,961,075 | 5,800,010
- | 1905 | 1,871,103 | 25,604,434 | 2,244.334 | 5.224,561 | 7,468,805

1906 | 1,042,973 | 24,954,355 | 2,703,445 | 5,448,843 | 8,152,288
1507 | 1.993.520 | 29,584,669 | 3,082,963 ; 5,738,283 | 8,821,248

Toyo Kisen | 1903 12,886 84,801 | 1,347.247 | 983.951 | 233198

Kaisha 1904 2,029 19,152 204,076 139,605 233,681
1903 1,034 9,401 91,337 | IILIo8 | 302.44%
1906 13.258 79,304 | 3,643,253 | 1,025,068 | 2,668,321
1407 16,858 124,964 | 1,539,949 | 1,815.39T | 3.355.34C

This is an outline of the war's effects on shipping. Nowletus
investigate its effects on home and foreign routes separately.
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Effects on home routes

At the outset of the war, the Nippon Yusen Kaisha owned
81 vessels, with an aggregate tonnage of 260,000 tons, of
which 60 vessels were commandeered by the Army and Navy
at the time of opening hostilities. With the remaining 21
vessels, the company managed to maintain both its foreign
and home services. Nine vessels were allotted to the foreign
routes, while to the home service twelve vessels were given,
the decrease in its transportation capacity being over two-
thirds as compared with the ante bellum year, when nearly
one-half of the company’s vessels were used for coasting serv-
ice. The Osaka Shosen Kaisha, too, whose vessels mostly
engaged in coastwise service, had some one-half of its ships in
number and two-thirds in tonnage commandeered for the
war; of the 117 vessels owned by the western branch of the
league of shipowners, 64 were requisitioned by the middle of
February, 1904. No small number of privately owned ships
were also taken on account of the war.

TEE Osaxa SscoseN Kasga Boats, 19031905

_ Boats owned Company boats
by the company commandeered
Year
Number | Tonnage | Number | Tonnage
1goz {xsthall}............... 8r 66,420 1 451
1gog {1st half}............... 79 63,173 48 48,625
{adhalfy........ ... ... 84 65,040 39 40,014
1go5 {ad balf}................ 94 90,626 38 43,510

Had not the situation been relieved by purchasing and
chartering foreign ships, our trade at home and abroad might
have been entirely crippled owing to the scarcity of ships.
But the authorities did not forget to take the necessary steps,
and as early as February 1, 1904, just before the outbreak of
the war, a notice was given by the Department of Communi-
cations to the effect that a license would be granted, as a
special arrangement for the time being, for chartering foreign
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vessels with a view to running them in the coastwise service,
or to call at ports not open to foreign trade to convey goods
or passengers. The following are the number and tonnage of
the foreign wvessels which were under charter after the war
broke out, in accordance with this notification.

FOREIGN VEssELS CHARTERED, 1G04-IQ05

Date Number Tonnage
1504
February. ... ... .. i 7 18,70
March. ... ... ... 55 120,659
April. . 70 152,596
May.,.......cooviiiial, e 76 166,149
Jume. ... ... 75 160,261
Julv. .. oo i aiaiea e 66 134,553
Amgust. .. .. ... ... e 64 134,024
September. .. ... ... e e 72 142,338
October. ................ccono. T erenn 65 127,026
November........ e 54 109,180
December. . ..., .. ... i 50 92,819
1905

January. ... ... i e 51 g9,606
February. ... .. .. .. i 55 113,857
March. ... ... 74 155,552
ADTE . . e e 81 172,057
s 8y 189,421
gmae ......................................... 85 184,480

B, e 84 179,864
AUgHSt. . . ... e e 75 163,718
September. . ... ... .. e e 503 148,717
Qetober. . ..o oo T 62 137,749

On the other hand, new vessels were constructed and foreign
vessels were purchased to fill up the shortage in ships. Such
additions to our mercantile marine from January, 1904, to
October, 1905, were as tabulated at the top of the next page.

Thus, 150,000 tons were chartered and 350,000 tons were
either constructed or purchased, bringing up the total of the
additions to half a million tons. It would appear from this
that the shortage of vessels was made good, but the fact was
not so simple. It must be remembered that those additions
were spread over the entire period of the war and not made
at one time, so that it was only in 1905 that the situation was
somewhat relieved, During the first months after the out-
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ADDITIONS TO MERCHANT MARINE, 1904-1905

New vessels Purchased vessels Total

Class
Number | Tonnage | Number | Tonnage | Number | Tonnage

Fons
Under r,000... 193 27,352 29 19,488 z22 46,840
I,000—2,000. . .. 7 11,119 45 68,111 ] 79,221
2,000-3,000.. .. I 2,629 45 198,032 46 110,061
3,000—4,000.. .. - . 24 80,253 24 80,253
4,000-5,000.. .. - e 6 26,144 [ 26,144
Above 5,000 .. 2 12,531 i 5,248 - 17,779
Total..... g8 §3.022 150 307,278 353 360,268

break of war in 1904, many of the established routes were on
the brink of suspending business, owing to the fact that most
vessels were commandeered, while foreign ships were not yet
chartered or purchased.

Next to the shortage of vessels, the danger on the sea
affected the shipping trade most severely. Not a few of our
coastal lines were closed on account of the danger of the enemy
warships making their appearance near our shores and cap-
turing or attacking our merchant marine. Of the lines be-

~tween Osaka, Kobe, Chugoku (on the Inland Sea), and
Kyushu, the calling at the western ports of Kyushu was
suspended for a time; while the Tosa coastal line had its
service decreased from a daily to a once-in-three-days service.
The Sea of Japan and Hokkaido lines were often suspended,
much to the inconvenience of the public. Inthe Sea of Japan,
the steamship service was discontinued for days or months at
a time, after the steamships Negoure Maru and Takashima
Maru were sunk by the enemy cruisers, in February, 1904,
one in the Sea of Japan and the other at the Straits of Tsugaru;
and again in June, when the enemy fleet came out of Vladi-
vostok, and in July, when the Vladivostok fleet raided the
Pacific through the Tsugaru Straits; and yet again in 1905,
when the Baltic fleet entered the Sea of Japan. Ewven when
the lines were not closed, the steamship service in the Sea
of Japan was greatly handicapped through the danger of
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the enemy warships, which caused no small congestion of
freight.

Under these circumstances it was but natural that the
freight rates were raised. Upon the commandeering of ves-
sels just before the actual ocutbreak of the war, the freight
rates on coal between Moji and Yokohama rose by some 50
per cent, and the rates on other goods rose by 20 to 30 per
cent, while the general coastal rates rose by 20 per cent, as a
rule. This upward tendency was accentuated after the
declaration of war, and in the middle of February the associa-
tion of the owners of tramp steamers passed a resolution,
which was promptly carried out, recommending the raising
of freight rates by 50 per cent. And in the latter part of the
same month, when the shortage of bottoms was felt most
keenly, the [freight rates between Osaka and Korea rose by
50 per cent; those between Osaka and Formesa, by 30 per
cent; those between Osaka and Ujina or Kure, by 80 per cent;
and those between Osaka and Kyushu or Shikoku, by 50 per
cent. The freight rates on goods sent to Osaka from various
parts of Japan also rose by 30 per cent. The situation some-
what improved in April, but the freight rates then prevailing
were 30 per cent less than the highest ever attained, as by
that time the deficiency was made good to some extent. Yet
the rates were much higher than the peace-time schedule.
Comparing the rates in May, 1904, with those in the same
month of .the previous year, those of the Hokkaido lines were
higher by 40 to 50 per cent: the Hokuriki lines, by 40 per cent,
and the Formosa lines, by 20 per cent. Though the rates on
the various lines gradually lowered as more and more ships
were added to our merchant marine in the first half of 1905,
they were still higher than the ante bellum rates, generally by
20 per cent, and 50 per cent in extreme cases.

Effects on foreign routes

The Nippon Yusen Kaisha, the Osaka Shosen Kaisha, and
the Toyo Kisen Kaisha were the three main steamship com-
panies that ran vessels on foreign lines during the war. Of



EFFECTS ON COMMUNICATIONS 231

these, the Formosa-South China line, the Yangtze line, and a
part of the North China-Korea line were maintained without
break by the Osaka Shosen Kaisha, and the Yangtze line by
the Nippon Yusen Kaisha, while all other lines were suspenéed
for a shorter or longer period.

IaMronRTANT LivEs SusPENDED

Steamers operated
Steamship lines *
Number Tonnage
Eurepean................... 12 73,000
American. . 4 25,000
gustralian .................. 4 18,000
ombay..... ..o iniaieaasn 3 10,000 . P
orea-North China_......... 2 5.000 [ Nippon Yusen Kaisha
NorthChina................ 3 5,600
Viadivostok. ................ 2 5,600
Shanghai......cocovmnuneen. 3 8,500
American and Manila. . 7 34,000 Toye Kisen Kaishs

It was between the beginning of February and the first
part of March in 1904 that those lines were most exposed to
danger, so much so that not only the European, American,
Indian, and Australian lines, but also the Korean and Chinese
lines, almost suspended service. In the middle of March,
however, the Korean and Chinese lines were reopened; early
in April, the Hongkong-San Francisco line was resumed by
the Toyo Kisen Kaisha steamer America Maru, followed by
the Nippon Yusen Kaisha steamer Kanagawe Maru early in
June; and in July, the Australian line was reopened by the
Nippon Yusen Kaisha steamer ¥Yawaie Maru. Previously to
this, the Nippon Yusen Kaisha chartered British steamships
and reopened the Eurcpean line with them in May. At
first the service was monthly, but it was extended with an
increased number of chartered boats. Throughout all lines,
however, the service was greatly handicapped owing to the
embarrassing shortage of vessels and the frequent danger
from hostile warships. It is true that the decrease in our
vessels on the foreign lines led to the temporary activity of
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foreign steamers, which relieved the situation to a certain
extent; but they did not care to come near our waters, being
afraid of the Russian warships from Vladivostok and the
Baltic Sea. Most of them placed restrictions on their cargoes
and refused to convey any goods which might be suspected
as contraband; others took a long circuitous route, rounding
South America for safety. All this resulted in great incon-
venience for Japan.

The freight rates in the foreign service also soared at the
beginning of the war, the rise ranging from 30 to 100 per cent,
according to the kinds of goods. But by the latter half of
1904 the rates settled down to a level of increase which was
trifling as compared with the rates in the home service.

Too many vessels after the war

Upon the close of the war and the triumphal return of the
troops, vessels of some half million tons which had been com-
mandeered were released. These being restored to the mer-
cantile marine, which now included vessels added during the
war through new construction, purchase, and chartering, it is
small wonder that there were too many-vessels in the country

IncrEASE OF VESSELS, 1903, 1905, 1906

December, 1903 October, 1905 September, 1906
Ciass
Number Number Number
of vessels Tonnage of vessels Tonnage of vessels Toanage
Tons 2% %6
20030...... .. 303 5,754 359 12,7
50-100....... 199 14,035 225 35!943} &71 30,892
100-300, . .. ... 228 17,925 246 | 41,460 as57 43,560
300-500.. .. ... 84 33175 92 | 35,748 91 35,151
500—I1,000..... 77 50,596 Iz 79,000 134 66,107
1,000-2,000... . 86 126,234 12r | 181,454 I3t 198,662
2,000—3,0060. . . . 66 £65.334 96 1232678 06 258,054
3,000—4,006C. , .. 18 62,978 39 132215 4 139.541
4,000—5,000. . .. 5 22,478 FH 48,633 11 48,67¢
5,000-6,000.. .. 3 16,438 5 26,755 6 31,972
6,000—7,000.. .. 19 118,305 18 |riz2,138 19 118,305
Above 7,000 cea AN 4 7:463 1 7.403
Total.....| 1,008 657,269 1,365 {926,285 1,468 | 1,008,283
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for our use on a peace footing. The increase of vessels may
be seen from the foregoing table.

Before the war, our mercantile marine consisted of some
650,000 tons, but it swelled to 920,000 tons at the close of the
war, an increase of no less than 270,000 tons. In addition to
this, there was no small amount of chartered tonnage. The
release of commandeered vessels thus gave birth to the prob-
lem of a superabundance of ships. A keen competition en-
sued among the steamship companies engaged in the coastal
service, and the freight rates fell at one time by some 20 to 30
per cent as compared with 1903, while the shipping traders
found themselves in a trying circumstance because of the rise
in the price of coal. At the same time, however, it must be
remembered that the surplus of vessels led to the opening of
many new lines and proved the cause of a great stride in our
shipping trade. For example, the Osaka Shosen Kaisha
organized the Hankow and Dalny lines; the Nippon Yusen
Kaisha, the Hankow and Siam lines; the Toyo Kisen Kaisha,
the South American line, besides an extension of its North
American line. Up to October, 1906, tramp steamers were
also newly run on the South Sea, North and South American,

“Hongkong, and Vladivostok lines, in all 14 ships with a gross
tonnage of 40,000 tons. Meanwhile, through the rapid
economic growth of this country after the war, the surplus
shipping was gradually absorbed, which marked a new epoch
in the development of our shipping business.



CHAPTER VII
EFFECTS ON AGRICULTURE

(GENERAL REMARKS

The greatest burdens of the Russo-Japanese War, as of all
other wars, fell upon the shoulders of the farming class. The
engine of destruction is operated by means of conscription or
“blood tax,” and by means of taxation and other pecuniary
burdens on the nation. And the incidence of conscription fell
most severely on the peasants, as will be explained later on.
At the same time there is no ground for the assumption that
the incidence of taxes and other pecuniary burdens was lighter
on them than on other classes. The war threw great bur-
dens on other classes, to be sure, but they were either bene-
fited by the war or else able to seize the opportunity of
promoting their own interests. For example, those pur-
suing trade or industry could increase their earnings either by
the mamufacture of, or transactions in, war supplies, by the
manufacture of, or dealings in, articles for export, as our
foreign trade increased through the war, or by meeting the
new demands arising at home through revival of the home
market. They thus added to their incomes according to the
measure of their efforts. Though the war exacted heavy
sacrifice from them, it gave no small amount of benefit to
them. The case was quite different with the agricultural
population. Their burdens were especially grievous, but
they could derive nothing from the war, and there was almost
no other way of earning money than by obtaining a deter-
mined amount of crop through tilling a definite area of land
and selling the crop at an almost fixed price. No monetary
profits were brought to them by the war, and there was no
method of filling up the deficiency in labor created by the
mobilization of workers. There was no way left them but

234
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to concentrate their efforts toward a rigid economy in both
expenditure and labor. But it is impossible to maintain the
status quo in domestic economy with thrift and industry alone
if the deficiency be too great. The question arises, therefore,
whether the economy of the peasants in the Russo-Japanese
‘War was sufficient to keep up their standard of living before
the war. This being a problem demanding careful examina-
tion on our part, let us first examine their burdens in the
campaign; next, what sort of economy they exercised in order
to be able to bear these burdens; and finally, whether or not
this economy had the desired effect of fully maintaiming the
former standard of comfort.

BurpEeNns oF THE FarMING CLass

It is needless to say that the greatest burden of war on the
nation was the entry of the able-bodied men into the army.
There must have been nearly two million people who engaged
in unproductive work through the war with Russia, but those
who were actually at the fighting line or who took up service
at the rear totaled some 1,100,000. Almost all of those men
were taken away from the productive activity of the country;
and it was farming that lost the largest proportion of labor
by the war. The census taken in 1904 showed that there
were 8,413,688 families in Japan, of which 5,416,703, or some
64 per cent, were engaged in farming. It will be a conserva-
tive estimate, therefore, to say that the farming class sent
700,000 men to the front, especially when the fact is taken
into consideration that the peasants are in possession of
better physique than other classes, thus rendering the
percentage passing the conscription examination much higher
in the country than in cities. Such being the case, the
agricultural population not only sent out the largest num-
ber of troops, but also their burden in this respect fell more
heavily on their interests than on other trades and occupa-
tions. z
The following are the results of the conscription examina-
tion for a certain regimental district in 1g04:

-
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CoNsCRIPTION EXAMINATION RESULTS, 1904
Percentage pass-

ingasfit A

Students. ..ot e 21.0
Trade. ... o i e 28.4
Industry. .. ... ... e 32.5
Fishery. .. ... e 34.5
Farming. ... ... o0t i i 48.9
Miscellaneoss. .. ... ... ... ... i iiiiiiiaa, 23.5

Total. . .. i 3e.5

It was no light blow to 5,000,000 farming households to
lose 700,000 workers and to have thousands of horses com-
mandeered at the same time, the latter making a loss almost
as great to agriculture as that of human labor. It is roughly
estimated that some 150,000 horses were placed at the
disposal of the military authorities.

Torar Nuvuser oF Horses TarousEoUT THE COUNTRY, I902-1g08

1,515,108
1,523,745
-+« 1,396,017

. 1,350,715
1,465,466

It is not known what proportion of those 150,000 horses
belonged to the peasants. Some of them must have bought
new horses to make up their losses, as the decrease in the
number of horses used in farming is said to have been some
40,000, It should be noted in this connection, also, that
numbers of cattle were butchered for military use, and it is
estimated that the cattle for farming decreased by some
50,000, bringing up the total of the decrease in horses and
cattle to some 100,000.

Numser oF Carre aANn Homsgs Usep 1N FARMING, 1503-19G7

Year Cattle Horses Total

1,016,662 1,189,683 2,206,345
053,848 1,152,462 2,106,310
979,099 | 1,149,545 | 2,128,644

1,032,037 1,154,143 2,176,180

1,008,922 1,204,03% 2,212,953
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Thus, some 700,000 soldiers were recruited from among
the peasants, and some 100,000 head of their cattle and
horses commandeered. More than that, their pecuniary
burdens were heavy. The land taxes, excepting residential
estates, were increased from 2. § per cent of land value to from
5.5 to .8 per cent in the first increase of taxation and 1.2 per
cent in the second increase—no light burdens compared with
the business taxes, which were increased two and one-half
times. The farming class paid land taxes to the amount of
some 60,000,000 yen in 1904 and 80,000,000 yen in 1905,
against 12,000,000 yen in 1904 and 18,000,000 yen in 1905 paid
by the commercial and manufacturing people as their business
taxes. The ratic was 5 to I, whereas the latter classes repre-
sented nearly one half of the number of peasants in point of
population. The incidence of increased taxation can not be
said to have been in favor of the farming class. Thiswasalso
true of other taxes which were common to both. There is no
denying that the peasants suffered heavily from the increased
taxation, as may be proved by the subjoined statistics regard-
ing the cases of land taxes in arrear:

Lanp TAXES IN ARREARS, 1902-1G05

Collected after the Deficit in
default process tax revenues
Year =
No. of Amount of | . No. of Amount of
payers taxes payers taxes
¥en Yen
1902.. ... . 4,160 3,298 1,043 2,256
b 247+ SR 5,373 3,253 1,117 2,274
b T, ¥ 6,961 §.961 1,128 3.585
L L L LR 9,358 10,427 1,584 7.88¢

Moreover the rural people were pressed to subscribe to the
national bonds, the authorities appealing to their patriotism
and adopting the policy of accepting the small applications of
less than 200 yen. In consequence, the people, especially
the country peasants, were forced to pay beyond their means.
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This explains the failure of the national bonds of the first
series, of which those subscribed but not paid up amounted
to no less than 3,022,000 yen. In the issue of the later
series, too, patriotic considerations are said te have induced
the rural population to subscribe to the bonds beyond their
resources. The farming class, therefore, suffered from in-
creased taxation and from the paying up for national loans,
so that their burdens of war were excessive both in blood and
money.

To what means, then, did they resort in order to meet the
exactions of this twofold nature?

GEneRAL Econouy

There was no option but to exercise rigid economy in all
directions to tide over the difficulties, because the peasants
had to shoulder heavy burdens with no possible way of in-
creasing their earnings. It may occur to anyone that
700,000 young men withdrawn from agriculture would cause
serious shortage of farm labor and ultimately lead to the
desolation of the land under cultivation. But such was not
the case; on the contrary, the area of land under cultivation
increased during the war.

Auga oF LAND UnDER CULTIVATION, 1903-1906

Year . Paddy fields | Other helds Total
Che ° Cho Cha
FOOZ. cuvrcnecmcrantanscncasnnnnns 2,831,607 2,438,474 5:270,271
1 2,818,276 2,476,584 5,204,
O . o e ieat it 2,832,569 2,476,584 5.308,15%
EGO0. .. i i a e 2,840,308 2,497,401 5.337.700

In spite of the enlistment of great numbers of peasants the
number of farming households increased during the war,
contrary to general expectation.

It is to be noted that there was some decrease in 1905, but
the figures even for that year showed an increase as compared
with 1903.
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HouseroLps FARMING ONLY AND TEOSE WiITH ADDITIONAL OCCUPATIONS,

1903-1506
. Farming and
Year Farming | "additional |  Total

¥ occupations
011 S, et nraareraaan 3,731,383 1,627,682 5,359,085
b (7 Y R 3,775,798 1,639,905 5,416,703
D005 coue e cn st anensanntnanns 3.759,163 1,620,806 5.379.969
3 3,819,625 1,558,712 5,378,337

Thus, in spite of the fact that farming hands were enlisted
and farming cattle and horses were commandeered, both the
land under cultivation and the number of farming house-
holds increased. Why? The key to the question lies in the
over-population of the farming class in the country. Itisa
well-known fact that our tillers of soil are far too numerous
for the area of land under cultivation, and there is ample
room for economizing labor. The war forced this necessary
economy, and that was why the cultivated land saw no de-
crease or desolation. On the other hand, the juvenile, aged,
and feminine labor, which was not fully utilized in peace time
through over-population, found a new sphere of usefulness
during the war, while the male aduit labor was stimulated to
do a larger share of work than usual. Thus, the gap produced
by the war was filled almost entirely. There was also a new
tendency in evidence to replace labor by other means. This
was shown in the increased number of inventions in agricul-
tural implements and in greater use of horses and cattle in
farming.

NuuBER OF PATENTED AGRICULTURAL INVENTIONS, 190I-10GS

Class 190I | 1902 | 1903 | 1904 | 1905
Sericultural apparatus. . . ... ............] 16 14 iz 133 32
Farming apparatus. ... ...........co 0ot -29 42 33 35 52
Husking machines. . .................... 6 6 I 5 13
Rice-cleaning machines. .. .. ............ 6 8 4 ic 25

It is to be noted that the number of patented inventions
in farming apparatus increased remarkably during the war,
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and this, as well as the greater use of animals, was a result of
the efforts of the people to economize their labor. The fact
that the number of farming animals decreased through the
war and yet the area of cultivated land increased is proof
positive of a better or intensified use of animals.

FieLps ToLep BY Horses anp CATILE, 1903-1506

Year Paddy fields | Other fields Total
Cho Cho Cho
Q0B v v ce v e e 1,481,268 773,616 2,254,884
1T 1,518,234 813,835 2,332,119
FQOB. oot vnar i i 1,522,926 803,777 2,326,703
TQOB. ottt e et 1,543.378 805,039 2,348,617

In this connection, due attention should be paid to the
cooperation among peasants which enabled them to make
good the diminution m labor during the war. This liquida-
tion of labor, so to speak, was carried out chiefly by the
following three methods:

(1) Cooperation between neighbors and relatives.

{2) Aids extended by the patriotic league and other bodies
organized to help the families of soldiers and sailors.

(3) A convenient system by which arrangements were made
to postpone paying for hired labor until the autumn harvest.
This enabled the se-supporting families of soldiers and
sailors to get necessary hands tkrough recommendation of
influential villagers.

Thus, the peasants effected their economy of labor and
managed to tide over the hard times. Mention has already
been made of their pecuniary difficulties, and of the kind of
economy exercised and how it operated to cause a general
depression in the domestic market. Among the items of
expenditure of a farmer, the most important is the purchase
of fertilizers, and so his general thrift must be reflected in that
purchase. Of the two chief fertilizers, bean cakes and her-
ring, the export of the former from the port of Newchwang
was stopped at one time during the war, so that the goods
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were not found in the Japanese market; while the latter, from
the bad catch of herring in the Hokkaido, decreased in supply.
Both kinds of fertilizers rose in price considerably owing to
these causes, as well as to shortage in shipping, and to the rise
in insurance and freight rates due to dangers of the sea. In
consequence, they began to use self-made manures instead.
The use of green manure, accumulated manure, stable
manure, rice bran, lime (the price of which did not rise), and
night soils became more general than before. The increase
of second crops by means of green manure, in particular, is
shown by the foliowsng table:

Seconn Crop INCBBASB BY Use oF GREEN MANURE, 15031907

v Second crop green Percentage to
car manure fields other fields
R Che Per cent
1963, .. ... e e 159,575 5.67
1984. ... ..... vararteacrcararaean 154,003 5.49
-+ 179,191 6.34
b e+ 199,833 704
1~ 232,327 8.1y

CHANGES IN Various OrBER DIRECTIONS

In spite of the rigorous economy exercised by the peasants,
farming underwent changes in various directions through the
war. Indeed, the burdens were too heavy and the deficiency
too great for economy alone to make good. The following
are the important indications of the poverty caused by the
situation:

(1) The decrease in the crop-producing land: Thozzgh the
area of land under cultivation showed nodecrease, the shortage
of labor was reflected in the decrease of the crop-yielding
land. The area of land yielding the eight main agricultural
products for food (barley, peas, red beans, millet, grain-
bearing panic grass, sorghum, sweet potatoes, and potatoes)
and the five kinds of special agricultural products (seed
cotton, hemp, leaf indigo, leaf tobacco, and rape seed) can be
tabulated as follows:

17
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ArEa YIELDING THE EIGHT MaAin AND FiIvE SPECIAL AGRICULTURAL
ProzucTts, 1901-1907

Year Cho
<" 3 S D 6,333,340
T - 6,313,901
T SO 6,334.416
T 6,309,139
0T S I U 6,262,168
0 T 2 6,303,422
IGO7. .\t ettt 6,321,404

This kind of cultivated land was thus reduced by six
hundred to seven hundred thousand cke.

{2} The decline of by-products: As a result of the labor
shortage, home industry among the peasants was seriously
affected. Although there are no statistics available re-
garding the matter, a report of the Osaka Prefecture may
throw some light on it. It says in part that the peasants in
that prefecture had many branches of home industry, because
its capital, Osaka, is a great center of industry in Japan.
The lower classes, especially, depended on home industries
for their main income, but the war suddenly cut off their
earnings from this source owing to the retrenchment of
various industries and the shortage of labor.

The old people, women, and children had to work on the
farm and had little time to devote to home industry; hence
their poverty went from bad to worse. Senpoku district
had more labor to spare, and so its farming did not suffer from
the war, but its home industries in various branches were
greatly damaged. The farming population of Mishima
district suffered more or less for a time through shortage in
farm labor, but by stopping a part or the whole of the home
industries, or by doing the work only at night, they saved
their agricultural interests serious harm from the war.

(3) Transference of land ownmership. This transference
had become increasingly frequent before the war, but the
tendency was considerably strengthened by the war. It was
due to (a) financial stringency among the peasants caused by
the subscriptions to national bonds and other pecuniary
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burdens, which necessitated the sale of their land to meet
pressing needs; (b) the sale of land as a result of the increased
burdens on it, actual or anticipatory; and (¢) the miserable
conditions of the peasants in the northeastern provinces,
caused by the bad crop failure in 1902 and intensified by the
war. Thus, the frequency of transference of land owner-
ship led to the corresponding depreciation of land value.?

TRANSFERENCE OF LAND OWNERSHIP, I903-1904

No, of cases Value of land
Tax administmation
bureaus

1903 1gog | ToCrEA%E 0T co0; | 1904

Sapporo. .. ....ceiiaenn- 30,668 27,3170 | — 3,498 55 50
Tokyd. .. .. .ocvnncn.n..| 382,381 391,432 | + 9,051 140 140
Kyoto.........ovveeass| 3,818,110 | 3,830,950 | + 12831 152 146
Osaka.....-cocvivvunnes 225,627 260,168 | 4 34.341 159 146
Yokohama............. 161,402 167,402 | + 5.535 | 150 146
Kobe....ovovvvuvern. .l 204,757 | 214,723 | + 94064 | 150 140
Nagasaki. .. ............ 251,836 253,326 | + L5001 141 130
Nagano................i 510990 603,166 | 4+ g2,170 | 147 27
Utsunomiya. .. ..uceenns 241,229 305,478 | 4 60,249 115 99
Nagega .......... TR 460,377 472,151 | -+ IL774 163 145
Sendai.................] 580,185 719,994 | +139,809 97 8z
Akita. ... . it 185,789 302,418 | -+116,629 128 II5
Kanazawa..............] 503,000 599,828 | 4 94819 | 152 139
1 5 211 - 174.999 138,586 | - 316,413 116 91
Hirocshima. ..., ......... 235.062 206042 | 4 60580 165 152
Marugame. .. .......... 491,857 | - 537,930 | 4+ 46,043 | 125 111
Kumamoto............. 454,219 459,267 | + 4.048 181 123
Kagoshima. ... ......... 403,937 406,746-1 4+ 2,800 88 62

Total..............] 9,318,814 { 9,081,755 | 662,841 ven

Though there exists much material to prove the poverty or
exhaustion of the agricultural population on account of the
burdens of the war, the above are the most conspicuous facts,
in our estimation, and will suffice to indicate the general
trend of the effects of the war upon the agricultural people.

L Reports by the Revenue Bureau of the Treasury Department on the war-time
conditions of local finance and economy.



CHAPTER VIII
EFFECTS ON THE NATIONAL LIFE

(GENERAL REMARES

The effects of the war on the national life were touched
upon in the preceding chapters. - We now propose to systema-
tize these fragmentary data, together with some added data,
as a conclusion of our whole study. '

No war exercises a favorable influence on the national life.
When a war is waged at the risk of the state, the nation is
called on to bear direct heavy burdens on the one hand and
indirect distresses caused by the derangement of economic
organs on the other. We have seen already that these things
happened during the Russo-Japanese War, but the extent of
their afflictions must be made clearer in this chapter. More-
over, the eflects of war on the national fife are not limited to
the period of actual conflict, but extend over subsequent
years, through the changes wrought in the distribution of
wealth or in the income of the nation.

WAGEsS AND Prices

We have already invited the attention of the reader to the
fact that owing to the war there were many cases of closing
shops and factories, and many cases, too, of taxes in arrear.
These facts indicated in some degree the sufferings of the peo-
ple during the war period. It is not difficult to imagine that
the middle and upper classes also suffered somewhat seriously
from the war; but it is the effects of the war on the life of the
lower classes that we especially want to know, and for which
we have statistical data. For this purpose it is necessary to
refer t0 the comparative study of wages and prices. The
movements of the prices may be seen from the index numbers
for the seven years from 1901 to 1907.

244
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Pricz FLUCTUATIONS, 150I-1907

Hem 1901 } 1902 | 1903 | 1904 | 1905 | 1906 | 1507

Foodstuil: ;
Rice and other grains ... 9t | r00f 125] 132} ¥28| 118 | 1328
Salt, sugar, etC....n0aeen o9 g8t 1I0I 120 1471 1351 142
Beverages..............'} 101 | 100} 106} 123 1-130| 124 | 131
AvVETage. ..vvvvvrrra- ‘g8 | 12} IIX 124 ] 135| 139 | 135
Clothing. ... covcvaren-- 99 g8} 100; Iog ] 1z0| I22] 129
Oil, fuel and charcoal..... 97 93 90 gl 104 113 116
Raw materials. .......... g5 92} 92 g51 w0 | 1101 100
Generzl average. ., ... 97 g7f 100} 108} 16| ¥4} 122

This table points to the fact that prices suddenly advanced
during the war. That this sudden rise had close connection

with the war may be seen from the following:

ADVANCE OF PRICES, 1903-Ig05%

Fezr cent
103.35
106.03
168.29

117.68
113.45
105.71
116.35
I11.97

111.42
112.32
117.00

119.48

& This table, compiled by the Baok of Japan, contains the average index numbers of 34 commodi-
tiea chiefly consumed at home, inclusive of rice, barley, rye, wheat, miso, sak¢, po¥, ciis, charcoal,

tiles, puper, Sax, gilk, ete,, with the guetations for October, 1909, a8 100,

Certainly there were some commodities which fell in price
after the outbreak of the war, but almost all of these were

luxuries. (See table at the top of page 246.)

But all the daily necessaries, especially foodstuffs, went up in
price. On the other hand, the movements of wages may be
seen from the table on page 246 (with the wages in 1901 as 100).
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DecreasE 1IN LUXURIES, 1903-1905

Silk Sitk Silk Plate-
Date linings fabsies wadding glass Mats
1503 Percent | Percent | Percent | Percent | Percent
ANUATY . .. .uvv e s 125.0 102.6 93.4 77.0 g7.1
UBE. ... ......... 120.0 103.5 g2.8 76.9 8s.0
ber......... 116.6 115.5 ice.o 6.0 80.0
1904
January. ... I15.0 115.9 99.4 68.0 8c.g
March. .. . 115.0 $13.3 gi.2 72.8 80.0
HOS. .oienr s cnnase 115.0 112.4 G7.0 75.6 78.5
ptember. . ....... 113.7 112.4 G4.0 04.3 85.7
December . 107.3 107.1 g1.& g8.0 g8.1
1965
Janwary. . .. ...... 1I5.0 102.2 92.8 94.5 10C.0
March............ 115.0 110.2 91.1 g2.9 160.0
Juee. ............. 115.0 133.3 92.2 109. 100.0
September......... 103.3 142.2 98.8 165.4 FII.3
WaGE FLUCTUATION, 1901-1507
Wages Igor | 1g0z | Igo3 | I904 1905 1906 | 1907
Farm........... 2.4 | 100.7 | 105.0 | 104.2 | I09.7 | 1Kf.D 126.0
Clothing and ac-
cessories,. .. ... | 103.4 | 107.8 | 108.6 | 106.8 | 112.5 121.5 | 131.5
Manufacture of
foods Znd drinks | 100.9 | 706.6 | 122.2 { r0B.6§ 111.2 | II3.4 | 125.8
Building......... 08.r | 110.1 | 117.5] 108.0 x11.8 122.3 | 142.9
Furniture making { 107.5 | ¥I1r.7 | Ix1.3 { 109.5 | 114.9 122.1 | 134.1
Miscellanecus. ... | 102.8 | 108B.4 | 109.5 | 108.1 £52.4 @ 1:16.7 | 138.0
Average. ..z, | 104.7 | 107.7 | 100.5 | 107.5% 3¥2.¥% TI18.4 | 134.1
= War period.

Taking the figures of 1901 as the base, the prices and
wages of 1904 were as 108+107.5 and those of 1903 as
116+ 112. 1, showing that living was more difficult in these
The effects of the war on living,
however, may be made clearer by comparing the conditions
in 1904 and 1gos with those in 1903, the year immediately
before the outbreak of the war.

two years than in 190I.

Wages in 1904 , Wages in 1503 =L

Prices in 1904 ~ Prices in 1903

‘Wages in 1905 . Wages in 1903

Prices in 1905 = Prices im 1903

=L,
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It is patent that the smaller this L; or L, the more difficult
was the living, If L, and L; were larger than 1, it must be
concluded that the war improved the standard of living of the
people.

L,= 107.5, 105.5
116.0 = 100.G

112.1 _105.5_
L= 116.0 ma.e_ss'z

—2=gr.x

The index numbers of the actual wages for 1904 and 1905
are 91.1 and 88.2, respectively, showing the difficulty of living
on account of the war. The living of the lower classes must
have been harder than indicated by those figures, especially
when it is taken into consideration that the rise in the prices
of daily necessaries, indicated by the figures quoted already,
was far greater than that in the prices of general commodities.

It should be remembered that this was the life of those
people and their families who stayed at home and engaged in
productive enterprises. The life of the families of the sol-
diers and sailors was still more difficult, deprived in most
cases of their main labor reliance, and many of them without
any means of living except by outside help. That they were
‘not driven to starvation was entirely due to the finely reor-
ganized relief work. The government issued an ordinance

for the relief of the families of soldiers as early as April 4,
1904. It provided for the grant of the monthly sum of 1.20
yen or less per person above 20 and under 60 years old; ¥ yen
or less per person above 60 and under 70, orf above 12 and
under 20; and 0.80 yez or less per child above 10 and under 12,
if they could not support themselves.

In accordance with this ordinance, some 120 families or
390 persons in Osaka Prefecture received the monthly allow-
ance of 196,056 yen, the total sum for relief being I,;’37,080
yen. (Census taken in December, 1995)

However, relief of this kind was given only to those families
of soldiers and sailors who were in extreme distress. As
regards the peasants’ families who produced the bulk of the
soldiers, their relatives, friends, and neighbors locked after
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their inevitable shortage of labor with their own hands, or in
many cases the town or village organizations supplied the
necessary assistance at their own expense. In this connection,
however, it is most worthy of notice that both public and
private bodies extended efficient help to the families of the
soldiers and sailors, either by giving them pecuniary assist-
ance or by securing them employment. The following table
shows the number of recipients of relief of this kind, and
indicates the extent of distress among the- families of the
soldiers and sailors. '

ReLEr v Osaxa PREFECTURE

No. of members of relieved families
No.ofrecipientsofrelief . .. ..ot iiereirecniianan,

It is to be noted that some 20 per cent of the families of the
soldiers and sailors in Osaka Prefecture needed relief. From
this it may safely be inferred that a similar state of affairs
prevailed in other parts of the country. Relief societies were
organized by towns, villages or sections of villages, and
cities. There were besides various other private bodies
which extended succor freely.

Fuxps ror THE COMFORT OF THE ARMY AND NAVY AND
REeLIEF oF O5AA PREFECTURE

Revenue Expenditure

- ¥en ¥en

Contributions............... 277572 Relief, ... ..cvvvinaiieen, 251,836
roceeds fromwork . ........ 51,124  Allowances................. Bz,

Others. ......ccoviivnnunnns 121,501 | Comfort expenses........... 133,849
2 Comsolation. . .............. 15,208
Funemalexpenses............ 19,502
Memorial services. ....... .- 10,742
L Y 15,263
Total.....oovvnnnniens. 550,197 Total .o iiiiiiniinnn 538,281
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TeE DISTRIBUTION OF WEALTH

Setting aside the effects of war after peace was restored, in
the forms of the exaction of heavy taxes and a rise in general
prices, we must next consider the effects of the war on the
distribution of wealth. This is a question full of interest, but
lacking sufficient data we must content ourselves with a
cursory glance at the subject.

The war affected both the richest and the poorest classes
most conspicuously. The Army and Navy contractors
profited enormously through the war, while the life of the
families of disabled or killed fighters suffered the worst state
of misery. At the end of 1907 there were some 93,000 fam-
ilies of soldiers and sailors who were receiving allowances, of
which 78,000 were due to the Russo-Japanese War, the rest
belonging to previous campaigns. In addition, there were
some 58,000 soldiers and sailors who were released with
pensions. The majority of these pensions must be regarded
as results of our conflict with Russia, It is easy to imagine
that the families of the killed or disabled soldiers and sailors
were reduced to extreme poverty, a large majorityeof them
having no property to fall back npon.

According to the investigations of the Women’s Patriotic
Association, there were in 1912 some 83,000 families of killed
or disabled soldiers and sailors who were so destitute as to
need relief. Thus the war gave rise to 2 new class of needy
people, together with another class which enriched itself
suddenly.. It is said that the Army and Navy contractors
did not get as great profits through the war with Russia as in
the war with China, but the Mitsui Bussan Kaisha, the Mitsu
Bishi Goshi Kaisha, the Fujita-Gumi, the Okura firm of
canned goods contractors, and the Takata Shokai (supplying
the Navy with goods) were reported to have headed the list
of those who made stupendous fortunes through the war.
Those engaged in coal-mining, shipping and sea transporta-
tion also amassed large sums of money.

How was the constitution of classes affected by the war?
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This is not known definitely, owing to lack of statistics, but
the table of the number of payers of the third-class income
tax may serve as an index of the general tendency. Of
course, its value is lessened by the absence from the table of
the incomes of juridical persons and the interest on public
loans and company debentures.

THIRD-CLASS iucoiq; TAXPAYERS, 1903 AND 1906

Income 1903 (1} 1906 (2} (2)—(x} %

¥Yer i No. No. Na. Per cent
7o T 290,885 505,086 114,205 .-
B+ 200,173 264,016 64,743 16
TO00. oot iiriraaes 71,146 04,954 23,808 Iz
2,000. 0.0 iiainnnnn - 18,456 25,178 6,722 o9

3000, ... i 11,823 15,829 3,004 24~

8000, ...t 5,940 8,066 2,126 I8
I0,000. ... .0eeerernnnann 1,223 1,782 559 oG
E5,000. ... .iinicaananan 413 gB2 169 14
20000, ... uracarnacnana 278 374 o6 23
30000.. . ... iananaan 58 201 43 16
5O000. . ... ceraiicennnan- 64 87 23 15
100,000, .. .ocvcrvennserans ig 24 5 o8
Total................] +%o0,576 917,670 .

ey Rl o by iviing the aumber of ey o 1908 minusthe pmber for 1503 by
taxpayers whe were promoted to = digher class through increases in their incomes.

It is to be noted that in the classes 300 y2# and below the
rate of increase .in income was comparatively small, while in
the other classes above 3,000 yen the rate of increase was far
greater, as a rule. It is reassuring, however, that the rate of
increase in income for the classes between 300 yen and 500
vyen did not fall below the level indicated.



CHAPTER IX
CONCLUSION

The war with Russia threw the greatest of burdens upon
the nation. The climax of misfortune was suffered by those
who fell in the field or left the service disabled forever:; and
the distress of the families of the killed or disabled soldiers
will never be wholly relieved. Besides, the nation had to
bear a debt of 1,700,000,000 yen of war expenditure and the
consequent increase in taxation and in the burden of public
loans, yoked with a painful decrease in productive capacity
owing to the enlistment of no less than one miflion young men.

The consequences of this burden were keenly felt in various
branches of our economic activity. Demand contracted
suddenly and all productive industries had to retrench their
work, which threatened to produce economic depression.
But the nation put forth every ounce of energy in order to
overcome these difficulties, and efforts were concentrated
upon diligence and economy. Having fully made up their
minds to carry through the war to a successful issue, the
people devoted themselves to the raising of war funds and to
utilizing their spare labor to give full play to their productive
capacity. With the favorable development of the war situa-
tion both on land and sea, they regained their lost spirits,
and the foreign markets, also, were speedily cultivated.
Moreover, as the war funds were gradually scattered through
the various strata of society, their purchasing power enhanced,
thereby stimulating industrial activity. In short, the second
year of the war—Igos5—ushered in a renewed economic ac-
tivity. This tendency continued even after the war, though
there was more or less fluctuation due to various causes.

The war marked a tumning-point in every branch of our
industrial and commercial growth, foreign trade and trans-
portation service in particular having been completely reor-
ganized through the war. If we may judge by superficial
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observation, it may be safely said that as a result of the war
industry in Japan progressed with leaps and bounds.
Therefore, the question as to what were the economic
effects of the war may be answered as follows: They were
adverse at the beginning of the war, but favorable at its close
and afterward. The war itself served to stimulate economic
activity and progress. It is not to be supposed, however,
that the war passed without leaving any signs of economic
disadvantage. Nothing is farther from the truth. In the
first place, the national indebtedness amazingly increased,
because of the war, from 600,000,000 yen to no less than
2,400,000,000 yen, with the interest to be paid annually
amounting to 110,000,000 yex. In the second place, the
national expenditure swelled to an enormous amount. More
especially, the armament expenses suddenly increased; be-
cause the national defense works had to be extended after the
war, four new divisions were added to the Army, and the Navy
was also enlarged. In addition, there were many new enter-
prises promoted by the government, including the national-
ization of railways. The ordinary expenditure alone for 1906
doubled that for 1903, and the total expenditure for 1906 in-
clusive of extraordinary expenses amounted to 494,700,000 yen.
In consequence, the government decided to issue new bonds
and to continue the war-time special taxes indefinitely.
These burdens were by no means a light price for a vic-
‘torious war, but they were not so heavy as to thwart our
economic progress, which received a sudden impetus from
the war. But to say this does not mean that the recent
progress of Japan in economic and other activities is due
entirely to the war with Russia. The national progress is
the development of the inherent power of the nation; the war
served as an opportunity to develop it. Had there been no
war at all the national development would have come, per-
haps, without incurring any of the economic burdens from
which we still suffer. In conclusion, we must remember the
fact that nothing can comfort the sorrow and affliction of
bereaved families caused by the loss of life through war.
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account, 9I.
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Taitungkou, opened to trade, 12, .

Tsiwan, expenditures for_affairs of,
135, 139.
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C*CCRED -
2003-04





