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Preface

     This paper intends to examine Japanese direct investment in Manchuria under Japanese imperial influence up through the end of the Second World War.  Direct investment means, in this paper, the set-up of subsidiary companies or the share holding of Manchurian companies by companies located outside of Manchuria, especially in Japan proper.  Because China was separated from the capitalist world in the Cold War, Japanese economic influence was negligible from 1945 to 1971.  Therefore, our historical analysis of the pre-war period is limited to the time preceding the war end.

     Business activity is one of the fundamental factors to change economies and, consequently, societies.  In the case of late comer to the capitalist world, its developing process to a capitalist economy was usually triggered by unequal treaties compelled by military pressure of the capitalist powers.  However, the treaties were only legal conditions.  Factors necessary for economic change included trade activity and investment in industry and infrastructure.  Whether this economic reformation could produce an autonomous economy or not depended on the character of both the government and the investors in key industries.

     There may have been three types of trading activities in East Asia in the late nineteenth century.  The first was the international trading regulated by Western capitalist economies; the second was pre-capitalistic commerce, including both internal and external trading, controlled by feudal lords; and the third was ‘natural’ commerce corresponding to the growth of surplus in the hands of producers.  The characters of the second and the third types were determined by the stage of development of the native economy, while the first type reorganized the others to the capitalistic system, albeit at a gradual pace.  On the contrary, investment in industry and infrastructure swiftly and radically reformed such economies.  Infrastructure, such as transportation, communication and energy supply, expanded the range of trade activity, and, at the same time, expanded the number of wage earners through construction and management of them.  Development of resources, like plantations and mining, further extended trade and increased the number of wage earners.  However, capitalistic plantations did not always successfully compete against small farmers management under the control of merchants or landlords, even though the wage level was quite low.  Capitalistic systems of manufacturing, infrastructure, finance, etc. introduced by foreign investors or native governments, transferred administration and processing skills to the natives employed as cheap labourers.  Then, the natives gradually set up their own small enterprises, or, in case of wealthy native, larger companies that employed the trained natives or skilled foreigners.  Thus, direct investment changed native economies radically and connected them to the capitalist world more essentially.  Modern colonial economies may be non-autonomous and full or partially capitalized ones, whose economic structures were formed according to the needs of ruling imperialism.

     It is necessary to inspect more closely the business activities that changed economic structures, especially the international direct investments that were the driving power of economic restructuring in East Asia and other areas.

Table 6-1. Estimated assets of Japanese private companies outside Japan Proper (30-1-1948)
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2,442,342

1,565,400

2,825,000

414,588

19,177

158,028
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1,817,747

20,491

1,236,000

9,375

-

78,178

Fishery

435,559

623,053

88,000

2,193,626

24,125

55,838

Mining

8,847,407

1,466,968

24,103,000

4,944,363

1,085,562

1,362,309

Manufacturing

26,743,497

14,531,470

35,758,000

19,623,387

11,413,238

249,831

Finance

695,817

88,447

2,914,000

165,937

875,134

-

Commerce

1,508,167

2,829,900

17,570,000

6,519,687

6,944,432

277,362

Transportation

2,611,636

409,172

42,545,000

15,687,300
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244,246

Public Service

10,584,516

4,766,449

5,466,000
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26,548,269
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2,547,057

ratio(%)

16.9

8.0

40.0

16.8
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0.8

Adjusted Total

52,260,711

25,884,562

128,265,072
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30,262,753

2,500,575

Assets of

Government

19,265,030

9,292,367

2,761,417

-

−

−
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-

-

-
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5,912,742
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1,285,633
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331,321,076

ratio(%)

1.8

0.2
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Adjusted Total

5,569,803

500,970
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-
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Assets of
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3,786,313

266,565

-

-

-

35,371,692


Source: Zaisei Shi Shitu (Research Institute of Money and Finance), Ministry of Finance ed., “Showa Zaisei Shi, Shusen kara Kowa made (History of finance in Showa era, from the end of the War till Peace Treaty)”, Vol. 1. Tokyo, Toyo Keizai Shinpo Sha, 1984, pp.564-7.

Notes: ‘Southern 1’ includes French Indochina, Thailand and the areas rules by Japanese Army and ‘Southern 2’ includes the areas ruled by Japanese Navy in Asia-Pacific War.

     Table 6-1 shows that the sum of Japanese companies’ “foreign” assets reached about 320 billion yen at the end of the Second World War, and that Manchuria swallowed 40% of these assets.  This figure is much larger than the 17% of second largest group, Korea and North China.  Taiwan and Central and South China composed the third largest group at 8-9%, and Southern absorbed about 5%.  Two-third of Japanese company investment was concentrated in China including Manchuria and Hainan (海南) Island, in which Manchuria was of greater importance.

     All of the Japanese companies’ assets in those areas were concentrated in manufacturing, transportation, and mining.  Assets in manufacturing, mining and commerce were relatively important in Manchuria, as well as other areas.  Though, Manchuria was characterized by its large ratio, 32%, of transportation assets, owing to the very huge assets of South Manchu Railway Co. (SMR), compared with most other areas in which manufacturing and construction was the largest.  SMR not only managed the transportation business by railway, motorcar and ship, but also habour facilities, coal mining, oil refining, chemical industry, steel works, and many other businesses.  Its paid-up capital amounted to 1.4 billion yen, making it one of the biggest Japanese companies.

     Japanese investment to Manchuria, especially after the Manchurian Incident, was not only the largest among these areas, it acted as a model in the style of investment, as describe bellow.  Let us now examine the accumulation process of Japanese companies’ assets in Manchuria.

6. 1.　Japanese companies in Manchuria before Manchurian Incident

     Manchuria was the birthplace of the Tungusic Ching (清) Empire.  But, the Han (漢) race moved in and colonized the area supported by the merchant networks mainly connected with North China despite of the prohibition of the empire.  In 1864, the Port of Newchwang (牛荘, Niuzhuang, now Yingkou 營口) was opened to international trade by the agreement with Britain of 1858 (Bell and Woodhead 1974: 119).  Mitsui Bussan (MBK) opened an office there just before the Sino-Japanese War of 1894-95, and, after the war, other Japanese traders advanced to the region as well.  Japanese shipping agents came to monopolize the sea transportation between Japan and Yingkou by 1899.  The Yokohama Specie Bank (YSB) set up a Yingkou branch in 1900 and financed Japanese traders in competition with Chinese merchants.  Japanese companies expanded the export of Manchurian soybeans and its processed goods to Japan and the import of Japanese textiles into Manchuria.  But, at this time, the United States was the main supplier of cotton goods to Manchuria.  Russia, having leased the Kwantung (關東, Guandong) province, constructed the East Ching Railway and the cities of Dalny and Harbin (哈爾濱, Haerbing) as well as the naval base of the Port Arthur (Lushun, 旅順) (Komine 1991: Chapter 5).  Thus, Japanese, Russian and American economic activities connected Manchuria with the capitalist world, and its development furthermore attracted Chinese to the area.

     Japanese merchants began to go to Dairen (大連, Dalian, former Dalny) even during the Russo-Japanese War, and thereafter rushed into.  Japan acquired Russian concessions in South Manchuria through its victory and established the Kwantung government and the Kwantung Army in the leased area.  Big businesses, such as the YSB, the MBK and others, among many private management merchants, also set up branches.  Japanese began to set up companies in many cities in Manchuria just after the war, too.  The biggest one was the SMR, set up in December 1906, succeeded the southern half of Russian railway concession including its railway zone.

     The SMR, the YSB, and the MBK cooperated with each other, radically transforming Manchurian economy into ‘soybean mono-culture economy’.  After the war, the MBK began to export to Europe and opened a new and large market for Manchurian soybeans.  Trade of soybeans rapidly grew supported by the Chinese merchant collecting cargo networks.  Petty Chinese brokers purchased beans from Chinese peasants; large Japanese and Chinese brokers bought them at local markets sending them by the SMR to Dairen; then, Japanese or Western traders exported them to Europe, America, and Japan by Osaka Shosen or other liners.  There was heavy competition between the SMR and the Russian East Ching Railway, and between Japanese and Chinese merchants, to get more beans inside of Manchuria, as well as between the MBK and other international traders to export them.  As China did not have a unified monetary system until the currency reform of 1935, merchants used Shanghai Tael (兩, Liang) and similar silver currency in foreign and large amount trade.  The YSB supplied Chaopiao (鈔票), a silver based banknote, for soybeans transactions and supported Japanese and Chinese merchants.  The SMR enhanced soybean business by discounting its railway charge.  The SMR managed many businesses in order to develop the Manchurian economy, too, in which the coal mining of Fushun (撫順) and the iron works in Anshan (鞍山), both becoming profitable businesses and the foundation for Manchuria industrialization.

     The growth of the ‘soybean mono-culture economy’ and the development of the leased territory of Kwantung province and railway zone attracted Japanese businessmen.  Their numbers gradually increased before the First World War, but most branches were set up in last half of 1900s (cf. table 6-2).  There were 40 companies of Japanese nationality set up before the First World War, in which the biggest was the SMR.  Large companies, whose paid up capital were more than 500,000 yen, were only six, including the SMR.  Their businesses included flour-milling, fats and oils manufacturing, finance, newspaper publishing and transportation.  Because Japanese merchants could not run business freely outside of Japan’s ruling area, the Okura (大倉) established Penhsihu Coal Co. (本渓湖煤鉄公司, Benxihu Meikuang Gongsi) as a Japanese-Chinese joint venture in May 1910.  Thereafter Okura expanded its business activities to iron works supported by the Japanese Navy, that had a need to secure pig iron with limited phosphorus for its armaments.  Besides these companies, many more private management merchants opened shops to supply Japanese goods and services to Japanese emigrants in Manchuria.

Table 6-2. Japanese companies in Manchuria arranged according to the years they were founded
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Source: Research Section of General Affairs Department, South Manchurian Railway Co., "The Situation of 

Japanese Investment in Manchuria and Mongolia", SMR, Dairen, 1928, pp.79-82, pp.244-248.

Note 1. These companies were joint stock, limited and unlimited, based on Japanese commercial law.

2. "Branches" do not include the offices under sub-branches.
     The First World War, and in particular a boom in speculation from the last stage of the war, boosted the establishment of companies in Manchuria as well as other areas.  This war boom started in 1915 in Japan and its capital export to China greatly increased in 1916.  The ‘21 Articles’ submitted by the Okuma (大隈) cabinet and the positive investment policy of the Terauchi (寺内) cabinet promoted the increase in Japanese investment to China.  Under Japanese military pressure, Chinese government signed the ‘Treaty respecting South Manchuria and Eastern Mongolia’.  It consented to give Japanese lease of land, freedom of residence, travel and business, permission to mine in some districts, and priority in railroad loans in South Manchuria (Bell and Woodhead 1974: 566-574).  Thus, the treaty of May 1915 legally enlarged the business zone in South Manchuria for Japanese entrepreneurs.

     The Terauchi Cabinet advocated ‘Nisshi Keizai Teikei’ (Economic Cooperation between Japan and China); a policy that aimed at securing iron resources for self-sufficiency in arms and at linking Chinese monetary system with that of Japan’s.  The Japanese government organized the Consortium of Three Special
 Banks, composed of the Industrial Bank of Japan, the Bank of Taiwan and the Bank of Chosen (Bank of Korea, BOC), and, in order to fund the consortium, the Foreign Investment Syndicate of Banks composed of large commercial and special banks.  Terauchi appointed Nishihara (西原) his secretary to negotiate loan programs with the Chinese.  In this way, ‘Nishihara Loans’ were initiated with more than a hundred million yen pouring into the Tuan Chijui (段祺瑞, Duan Qirui) government.  Terauchi, at the same time, advanced a ‘Sen-Man Ittaika’ (Korea and Manchuria unification) program that the government-general of Korea developed gradually since 1912.  The cabinet decided the ‘Manshu ni okeru Tokushu Ginko Kinou no Tougou ni kansuru Ken’ (the unification of the special banks’ functions in Manchuria) in June 1917, and authorized the banknote of the BOC as legal tender in Kwantung province and the railway zone in November of the year.  The BOC was placed as the de facto central bank of Manchuria, and endeavoured to prevail its banknote in China and Siberia, especially in Manchuria in order to incorporate the region as Japanese economic territory.

     The branches of the BOC in Manchuria increased loans from \3,186 thousands in late 1915 to \114,989 in late 1919, compared with deposits from \2,055 to \44,555 over the same period.  However, BOC notes could not penetrate the Chinese peasant economy and Chang Tsoling (張作霖, Zhang Zuolin), Inspector-General of Three Eastern Provinces (東三省, Dongsansheng) and the warlord of Fengtien (奉天, Fentian, now Liaoning, 遼寧) province, ensured monetary control in Manchuria supported by a strong silver and weak gold market over this period.  Toyo Takushoku (Oriental Development Co., ODC, established at Seoul in December 1908) was reorganized in July 1917 into a real estate financial institute with unlimited business areas. Thereafter, the ODC expanded its business in the direction of such places as Manchuria, North China, the Bismarck Islands (The Research Group for History of Bank of Chosen 1987: 150-170, 220-226).  The ODC made every effort to colonize Japanese in Manchuria, and its loans in Manchuria amounted to 51 millions yen in late 1926, two-thirds of this sum went for building and purchasing houses (SMR 1928: 241).

     The 1920 crisis and the depression that followed lets many companies bankrupt.  The Kwantung government and the BOC still pursued the ‘Korea and Manchuria unification’ policy over these trying times.  The government ordered the use of money based on gold, that was the banknote of the BOC, in the commodity exchanges under its jurisdiction in April 1921.  This measure aggravated the depression among Japanese and Chinese merchants engaged in soybean dealing.  In the end, the policy had to be retracted in September 1923 (The Research Group for History of Bank of Chosen 1987: 318-322).  The financial position of the BOC sharply worsened during this period; it began to reduce its defaulted credits in August 1922 (op. cit.: 247-265).  The reverse of the BOC stance for credit accelerated the difficulties of the Japanese economy in Manchuria.  In addition, Chang Tsoling began to control financially the Chinese soybean merchants allowing them to compete with the Japanese merchants.  In 1924, there occurred a net decrease in paid-up capital of Japanese companies in Manchuria (cf. table 2.), and their losses rapidly increased from 1924 to 1925.  Mikami (三上), a member of the Research Section of the SMR wrote in his report, ‘Who could be satisfied with this twenty years’ expansion? To sum up, it was stagnating and had reached on impasse’ (SMR 1928: 78).

     However, newly-established business and capital increases were much larger than liquidation and capital decrease without 1924, and more sophisticated entrepreneurs were on the rise.  The harsh political and economic situation strengthened the advantage of big businesses over smaller firms.  The depression intensively attacked against smaller private management enterprises, whose numbers reached 7,822 according to September 1927 Kwantung government statistics (op. cit.: 271).  The Great Depression of 1929, as well as the progress of China’s revolution, enormously increased the difficulties of these smaller enterprises.

     The Great Depression showed clearly the essential weak points of capitalist economy through the large-scale unemployment it dispersed around the world, and the various kinds of reformation movements that spread, especially those against big businesses’ ruling system.  In Japan, large Zaibatsu banks purchased enormous sums of US dollars to escape exchange loss from the devaluation of the Japanese yen after the British suspension of the gold standard. Zaibatsu companies advantageously competed with smaller enterprises in the depression, too.  Furthermore, they supported political parties that were seen as corrupt.  Therefore, fascistic military circles and other radical groups insisted on depressing the Zaibatsu and introducing a planed or controlled economy.

6. 2.　Company control policy of Manchuguo

     Three days before the British suspension of the gold standard, the Kwantung Army attacked the Chang Hsuehliang (張学良, Zhang Xueliang) Army in Mukden (奉天, Fengtian, now Shengyang, 瀋陽) and came to occupy almost all of Manchuria within half a year.  The Kwantung Army made Pu Yi (溥儀), the last emperor of the Ching Empire, declare an ‘Independence of Manchuguo’ in March 1932, even though the military had to continue operations for several more months to secure order.  The army next attacked the Roho (熱河, Rehe) province in February 1933 and secured a cease-fire agreement at Tanggu (塘沽) of the Hopei (河北, Hobei) province on 31st May.

     The war boom and the expectation of the complete take-over of Manchuria attracted many Japanese businessmen into the leased territory, the railway zone, and newly occupied areas.  These entrepreneurs, which included Chinese and Korean businessmen, set up more than 243 companies between February 1932 and December 1935, whose paid-up capital amounted to more than 366 million yen (cf. Table 6-3).  It might be said that there were many special companies and many subsidiaries of Japanese companies among the Manchurian companies set up after 1931 in important industries.  There were 11 special companies and 5 quasi-special companies among the above 243 companies; the sum of their paid-up capital reached 184 million yen, 50% of total.  The number of special companies increased still more in 1936 and thereafter; many of them, including the older ones, received funding from the SMR and the Manchuguo government up through 1937.

Table 6-3. Newly-established companies in Manchuria after Manchurian Incident till late 1935
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Source: Tai-Man Jimukyoku (The inter-ministry secretariat of making policies toward Manchuria) Shokusan-Ka (Section of industrial promotion), “A Survey of Newly-Established Companies on Manchuria (a draft)”, April 1936, reserved in Archives of Foreign Affairs, E1107-1.
Note: There are one company that set up date is unknown and its paid-up capital is 25 thousands yen.
     The Kwantung Army was drafting the political and economic plan for building Manchuguo while expanding operations.  At first, the army decided the ‘Konpon Hoshin - Shina Mondai Shori Housin Yoko’ (An outline of essential points of settlement plan for China problem - A fundamental policy) on 6th January 1932, and a Colonel Itagaki (板垣) brought it with him to Tokyo.  The Japanese government began to draft various variations of practical plans based on this proposal with each ministry taking responsibility for the aspects that concerned them.  In Manchuguo, the Kwantung Army held an advisory committee meeting on the legal system and economic policy for Manchuria from 15th to 29th January 1932; a residents meeting on economic policy of Manchuria and Mongolia was held from the 30th to the 31st.  Thereafter the Tokumu-bu (Special Department) of the army act forth the most urgent tasks as ‘Heisei, Kinyu, Zaisei, Sangyo, Kotsu ni kansuru Seisaku Gaiyo’ (Outline of the essential points of policies on monetary system, finance, industry and transportation) in February.  It took, however, an additional year for them to draw up a comprehensive economic policy for restructuring the Manchurian economy.  The Kwantung Army mobilized the research staff of the SMR to expedite the drafting of this plan.

     The government of Manchuguo was at last able to publish in March 1933 the ‘Manshu Koku Keizai Kensetsu Yoko An’ (Outline of the essential points of an economic building program for Manchuguo), in which it declared the companies’ control policy.  This report proclaimed that the industries important to the national defense and to the public interest should as a rule be managed by government or special companies, and that all other industries should be managed by private capital under necessary adjustment by government.  The Japanese government put for the ‘Nichi-Man Sangyo Tosei Hosaku Yoko’ (Outline of the essential points of the control plan for the Japanese and Manchuguo economy) in March 1934, after protracted negotiations with the Manchuguo side in order to make the Manchurian economy more complement to that of the Japanese (Hikita 1986: 834-839).  The Japanese government selected such industries to be managed by special companies as transportation, communication, iron and steel, light metal, petroleum, substitutive liquid fuel, automobile, weapon, ore (tin, zinc, nickel, asbestos and others), coal, ammonium sulfate, soda, gold, electric power, and lumber.  Compared with Manchuguo’s former plan, the textile industry and others were diminished to the category of promoting industry.  Three months later, the Manchuguo government issued the statement on general enterprises where it designated industries to be managed by special companies, nearly all in accordance with the Japanese government decision.

     The Kwantung Army published the ‘Tokushu Kaisha oyobi Jun Tokushu Kaisha no Shido Kantoku Hosaku’ (A guide and control policy to special and quasi-special companies) in July 1936 and the ‘Manshu Koku Dai Ni Ki Keizai Kensetu Yoko’ (An outline of the essential points for the second period program of Manchuguo economic building) the next month.  This program aimed to transform Manchuria into a military supply base for the war against USSR and to introduce Japanese capital into certain industries, will be described below.  The Manchuguo government invited Nissan Co. to Manchuguo and converted it into the Manchu Heavy Industry Development Co. (MHID) in December 1937.  The MHID succeeded, from the SMR, many stocks from the special companies set-up before its reorganization and became a huge holding company that was expected to introduce investment funds from Japan and other states, and to be the promoting center for the ‘second economic developing program’.  Thus, the special companies, engaged in each important industry under a holding company controlled by the puppet government, characterized Manchurian economy in the 1930s. This system became a kind of model for the ‘development’ of the areas to be occupied by the Japanese army thereafter.

     Japanese companies inclined to set-up their subsidiary companies, but not their branch offices and factories, in Manchuguo.  Though it is not unusual to set up an affiliated company in a foreign nation, the Kwantung Army requested that Japanese subsidiary companies held Manchuguo nationality in the de facto Japanese colony.  This policy was shared with some other bureaucrats.  Japanese consul general in Hsinking (新京, Xinjing, Capital of Manchuguo, now Changchun, 長春) wrote in a letter to the Japanese ambassador extraordinary and plenipotentiary in Manchuguo in November 1932 that not a few Japanese businessmen had recently come to apply for the licenses to establish companies in his jurisdiction with various business plans.  He appended his request for directions in giving licenses with the comment, “I am afraid that some companies will become obstacles against our economic control policy if we permit them one by one.”
  The ambassador, in February 1933, presented six criteria for granting licenses and required them to inquire directly to the ambassador for the applications of large scale or in such important industries as mining, forestry, finance, and transportation.  The consul general in Hsinking commented on the fifth criterion noting that branches of Japanese companies might become obstacles blocking control by the government officials in Manchuguo.

     The inter-ministry secretariat for making policies in Manchuria in the Japanese government investigated the crude design to promote positively Japanese investment to Manchuguo in February 1937.  The members discussed such political measures as Japanese government investment or subsidies to legal residents of Manchuguo, tariff policy, preferential treatment to Manchuguo public and corporate bonds.  The secretary of Ministry of Foreign Affairs asked the committee representative from the army, “I have heard that Manchuguo government does not permit the establishment of a company unless it applies for Manchuguo nationality, even if the applicant is Japanese.  Does the government maintain such a principle now?”  Major Lieutenant Commander Katakura (片倉) of Army replied, “Yes, as a rule.”  The secretary criticized this policy in a roundabout way “I am afraid that this limitation to those of Manchuguo nationality will give the businessman a restricted feeling and make him hesitate to invest in Manchuguo.”
  This argument shows that the Manchuguo government as well as the Kwantung Army required Manchuguo nationality in order to control the companies advancing into Manchuguo.  For this reason Japanese companies established subsidiaries when they advanced into Manchuguo. This was the second characteristic of Manchurian companies.

     Japan, however, could not fully succeed in developing the Manchurian economy owe to burdens placed upon it by the Sino-Japanese war, the aggravation in foreign relations after the outbreak of the Second World War, among other reasons.  Manchuguo also had to reverse its special company policy.  The government published the ‘Tokushu Kaisha no Kinou Sasshin Kyoka ni kansuru Ken’ (On the strengthening and reformation of special companies’ function), in which it announced the loosening of regulation, the promotion of efficiency, and its plan for making stocks.  The outbreak of the Asia-Pacific War in late 1941 made the situation more difficult for both the Japanese and Manchuguo governments.  They had to adopt a “Jutenshugi” (重點主義, priority system) and the Manchuguo government designated the five industries of highest priority those in iron and steel, electric power, coal mining, light metal, and nonferrous metals in a report titled ‘Manshu Koku Kihon Kokusaku Taiko’ (Outline of Manchuguo basic policies) announced 8th December 1942.  The government declared further loosening of the regulations regarding special companies and the abolishing the principle of ‘one industry one company’ in this report.  Thus the special company system to prepare for war was, due to the war itself, decidedly scaled down in Manchuguo and in other areas.

     As described above, the Zaibatsu were criticized socially at the beginning of 1930s.  The Kwantung Army and radical military circles were determined never to permit the Zaibatsu to exploit Manchuguo.  But, as they faced the task of developing heavy industry in Manchuguo, they had to compromise their determination and utilize Zaibatsu.  On the other hand, Japanese big businesses had strong latent wishes to invest in Manchuria.  Sumitomo Zaibatsu, for instance, dispatched a mission to Manchuguo as early as 1932 and 1933 in order to force a personal relationship with the staff of the Kwantung Army and the bureaucrats of Manchuguo.  The Sumitomo set up in 1934 the Manchu Sumitomo Steel Pipe Co., later renamed as the Manchu Sumitomo Metal Industry Co., and expanded both the items it produced and its productive capacity (Ando 1965: 118-119).  Many other large Japanese businesses began to set up their subsidiary companies in Manchuguo after 1935.  The report of the Japanese consul general in Hsinking also shows the Japanese enterprises’, including smaller ones, will to invest.  The special company system placed the companies under governmental control; it also gave them preference and/or risk-taking by the government.  Japanese companies rather positively reacted to the invitation to invest in Manchuguo from the mid 1930s.

6. 3.　Japanese Investment to Manchuria after Manchurian Incident

     In this section, we will inspect the trends of Japanese investment to Manchuguo.  Table 6-4 shows the flow of investment fund from Japan to Manchuguo.  The total of the sum increased up until 1941 with two fluctuations, before it steadily decreased.  In 1941, the total flow of investment was almost 15 times that of 1932.  The period from 1939 to 1943 was the golden age of Japanese investment.  The Manchuguo government attained financial stability around 1933 and opened special accounts of “investment” and “railway bonds” in 1934, “national forestry” and “gold ore refinement” in 1936 and, thereafter, other accounts for important state enterprises.  The government raised Japanese yen through loans, usually the advances of bonds, or bonds, and paid the sums to the shares of or the loans to special and quasi-special companies, including the MHID and the SMR.  The holding companies, the SMR and the MHID, raised funds and invested them in similar ways.  Most of their subsidiary companies were special and quasi-special ones.  The SMR was the central fund-raiser over the first half of 1930s; the MHID succeeded its position in 1939, a status that was only temporally.  On the other hand, the share of “Others” in table 4 gradually increased becoming the largest category in 1938 and after 1942.  This category represented the direct investment of Japanese private companies or individuals.  From this, we can see that these private companies, from the Zaibatsu down, became the major direct investors to Manchuguo from the late 1930s.

Table 6-4. Japanese net-investment in Manchuguo
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Loan

1932

97

100

20.6

67.0

-

12.4

41.2

38.1

20.6

1933

151

156

19.9

53.6

-

26.5

33.8

65.6

-

1934

271

279

3.7

69.4

-

26.9

58.3

37.3

4.4

1935

377

389

18.8

70.6

-

10.6

61.3

15.1

23.3

1936

261

269

14.6

73.2

-

12.3

93.5

42.9

-35.6 

1937

347

358

21.6

48.1

2.9

27.4

19.6

40.3

40.1

1938

438

452

25.3

18.0

13.2

43.4

51.1

35.2

13.5

1939

1,102

1,136

10.6

26.3

28.7

34.4

71.9

29.3

-1.1 

1940

1,009

1,040

26.0

34.0

14.4

25.7

72.4

28.0

-0.4 

1941

1,423

1,467

16.2

26.5

57.3

63.3

22.3

3.6

1942

1,323

1,364

10.2

21.6

21.2

46.9

57.0

31.7

11.3

1943

989

1,020

4.6

38.0

15.4

42.1

52.3

35.3

12.4

1944

832

858

4.2

44.5

*

3.6

47.7

37.0

50.5

11.9

1945

454

468

-

*

48.5

*

1.1

50.4

*

73.8

�c

�c

Total

9,074

13.0

36.4

50.7

59.0

31.0

7.0


Source: Shibata Yoshimasa, ‘Gunji Senryo ka no Nihon no tai Chuugoku Toushi' (Japanese investment to China under Japanese military occupation), Kokkashihon Yushutu Kenkyukai ed., "Nihon no Shihon Yushutu” (Japanese Capital Exportation), Taga Shuppan, Tokyo, 1986, Table 4-2.

Note 1: * shows the funds raise by issue of corporate bonds. The sum of MHID’s 1944 fiscal year includes that of Manchurian Steel.

2: Each figure of 'Investment Form' 1941 fiscal year is one from which the redemption is not deducted. These figures are included in total.

3: 'MG' refers to Manchuguo government, 'SMR', the South Manchurian Railway Co. and ‘MHID’, the Manchurian Heavy Industry Development Co.

4: The unit of measurement is million yen and others are %.

     The main conditions that determined those fluctuations in investment funds were the Japanese economic situation and the economic development program of Manchuguo.

     The first upswing of fund flow was enabled by the recovery of the Japanese capital market from Great Depression.  Japanese economy entered into a recovering swing in 1932, when both indexes of the mining and manufacturing production and wholesale prices rose.  But the wage level had been kept quite low and the agriculture industry was still heavily depressed.  The amount of the Japanese raw silk export to the US was radically reduced on account of the depression in the US and of the competition from artificial silk.  The price of rice had not recovered due to the pressure from colonial rice imports and the reduced income of wage earners and smaller enterprises.  Japan departed from the gold standard in December 1931 and, consequently, the dramatic devaluation of the Japanese yen curtailed imports, especially those of capital goods, and pushed exports, especially in textiles.  The development of Manchuguo expanded Japanese export of capital goods.  War expenses and the expansion of armaments, combined with the relief program for the unemployed and depressed farm villages, expanded domestic demands.  These factors helped Japanese economy to recover partially and defaulted debts came to be liquidated.  The recovered funds flowed into the capital market.  The SMR issued bonds and raised sufficient funds for the basic economic construction of Manchuguo, attaining high creditability as the largest special company acting in Manchuria under Japanese military rule.

     The Japanese economy over-heated from 1934 and the investment funds flowed rather into areas such as domestic capital formation and securities speculation.  In this circumstance, the deficit public bonds and SMR bonds came to be more difficult to purchase.  The wages of male labour, the consumer price index, and the interest rate of inter-bank call loans apparently increased, all signs of inflation.  Japanese textile exports encountered protectionism from the British Empire, the Dutch Indies, and other nations.  The prices of import goods as well increased as the world economy slowly recovered from Great Depression.  Furthermore, the Japanese occupation of Manchuria, its withdrawal from the League of Nations, and its approachment to Nazi Germany caused world-wide rearmament and, in turn, the price of munitions and related materials begun to rise.  Takahashi (高橋), Minister of Finance in the Okada (岡田) Cabinet, changed his policy to austerity and made every effort to curtail the 1936 fiscal budget, especially in the expenditure on armaments.  But, Japan had decided to nullify the Washington Naval Limitation Treaty in December 1934 and the Kwantung Army intensified the separation policy of North China from the Kuomintang (Guomingdong) government after the success of the Chinese currency reform of November 1935.  Though the Japanese Army experienced a schism conflict between the Tosei and Kodo groups, they are united in the request for an increase in the military budget.  Takahashi was murdered in the coup d'etat by Kodo group on February 26, 1936.  The Tosei group finally attained political leadership in Japan through its role in the settling of the coup d’etat.

     Colonel Ishihara (石原), one of the main planners of the Manchurian Incident, was promoted to chief of the operational section of the General Staff Office of the Japanese Army in August 1935.  He pushed forward the draft ‘Nichi-Man-Shi Seisanryoku Kakuju Keikaku’ (Producing power expansion program through Japan, Manchuguo and North China) (PPEP).  He intended to increase munitions industries, including the basic heavy industries, in order to prepare the war against the USSR.  This intention called for a drastic change in the Japanese industrial structure.  Ishihara negotiated the program with aristocratic politicians and head clerks of the Zaibatsu.  Many of them agreed with the program and Ikeda, head of Mitsui Bank, sent one of his followers participate in the ‘Nichi-Man Zaisei Keizai Kenkyukai’ (Research group for Japan-Manchuguo finance and economy), in order to support the work (Hara 1972 and 1976).

     Cabinets after the 2.26 Incident were strongly influenced by the Japanese Army.  Baba (馬場), Minister in the Finance of Hirota (廣田) Cabinet, announced his financial principles that included the discontinue of public bonds decreasing policy, tax increases, and a cheap-money policy, causing panic in the financial market.  He reduced the official discount rare in April 1936 in order to issue more deficit-covering bonds and expand military expenditure.  His budget bill for 1937 fiscal year showed more than a 30% increase over the previous fiscal year, with the military expenditures accounting for 43% of the entire budget.  The publication of the budget bill caused speculations in the increase of imports, therefore the Ministry of Finance had to introduce measures for direct control of foreign exchange in January 1937 (BOJ 1948: 96-97).

     The cabinet followed the Japanese army in its foreign policy, too.  It decided the ‘Dai 2-ji Hokushi Shori Yoko’ (Outline of essential points of the second North China settlement policy) in August 1936. Here it was decided that Japan would build pro-Japan and anti-communism governments in the five provinces of North China, and signed the ‘Nichi-Doku Bokyo Kyotei’ (Anti-communist agreement between Japan and Germany) in November of that year.  Such political and economic instabilities in Japan slightly reduced its investment in Mnachuguo in 1936.

     The PPEP of the Kenkyukai that estimated the necessary funds of 3 bullion yen for 5 years, was reported to the General Staff Office and Ministry of Army in August 1936.  The Kwantung Army, after being handed the Ministry plan that subtracted 2.2 bullion yen from the original budget, discussed intensively the situation with the Manchuguo government and the SMR in early October.  The Manchuguo government decided the Manchurian PPEP until early December and negotiated with the Japanese government.  But the Japanese side, especially the Ministry of Finance, was very negative to the plan (Hara 1980: 1-12).  As described above, the Japanese economy was at full-employment, so, the enforcement of such a growth-promoting and structural-changing program would invite high inflation and a serious unbalance of payments.  PPEP needed full control of the economy.
     The Kwantung Army enforced the plan from April without receiving a formal decision from Japanese government.  The Ministry of the Army, cooperating with the Kenkyukai, decided the ‘Juyo Sangyo 5 kanen Keikaku Yoko’ (Outline of the essential points of the five years plan for important industries) in late May 1937 and presented it to Konoye (近衛) Cabinet organized in early June 1937.  This Cabinet, in mid-June, decided the ‘Wagakuni Keizairyoku Jujitsu ni kansuru Ken’ (On the expansion of Japanese economic power) and published the ‘Zaisei Keizai San Gensoku’ (Three principles for finance and economy): the expansion of producing power, the adaptation to balance of payments, and the adjustment of the supply and demand of goods.  This announcement was the declaration of the enforcement of the PPEP.  In addition, the Industrial Bank of Japan started to give special credits to the munitions companies including those producing the materials and fuels in early 1937; this represented the de facto financial enforcement of the PPEP.

     The Konoye Cabinet expanded the Marco Polo Bridge Incident into the Sino-Japanese War, against the wishes of Ishihara, who insisted on avoiding war in order to accomplish PPEP.  But, the outbreak of war made it more necessary and easier to build an economic control system indispensable for the enforcement of PPEP.  The Japanese government enacted the ‘Rinji Shikin Chosei Ho’ (Temporary law of fund adjustment), the ‘Yushutsunyuhin tou Rinji Sochi Ho’ (Temporary law of measurement for trading commodities and others), and the ‘Gunjukogyo Doin Ho Tekiyo Ho’ (Application law of the munitions industry mobilization law).  The former two laws were the legal bases for control of funds and goods for the war and PPEP.  Furthermore, because the war exhausted enormous munitions, the Japanese government requested that Manchuguo enlarged its PPEP.  The Manchuguo government enhanced the plan with twice as much funding as before, placing importance on supplying iron to Japan, in late 1937.

     In order to ensure the funds and to reduce the economic leadership of the SMR, Kishi (岸), the director-general of the Ministry of Business in Manchuguo, negotiated to invite Aikawa (鮎川), the president of Nissan Zaibatsu to Manchuguo.  Nissan had quite rapidly grown to become the third largest Zaibatsu in the boom after the Manchurian Incident, but its growth was slowed by tax increases, and a slump in the stock market.  Nissan Co., the holding company of Nissan Zaibatsu, moved from Tokyo to Hsinking in November 1937 and acquired the Manchuguo nationality by the abolishment of extraterritoriality.  The Manchuguo government issued an imperial edict, the ‘Manshu Jukogyo Kaihatu Kaisha Kanri Ho’ (the administrative law of Manchu Heavy Industry Development Co.), on 20 December.  Then Nissan Co. changed its name to Manchu Heavy Industry Development Co. and increased its capital to 450 million yen in order to carry out the Manchuguo PPEP.  Thus the flow of investment funds from Japan to Manchuguo was again increased and the MHID became the central fund-raiser as shown in table 3.

     The MHID was expected to introduce foreign capital through selling off its common shares, of course less than 50%, preference shares, and bonds.  Aikawa went to the United States to negotiate with potential investors, but the negotiations were halted by the Japanese bombing and sinking of the US gunboat, Panay, near Nanking (南京, Nanjing) in December 1937.  His negotiations with German investors also failed due to the above mentioned conditions.  Only the Otto Wolf Foundation of Germany proposed 100 million yens in credit for deferred payment of imports from Germany in October 1936, revising this in June 1937.  This was connected to the trade agreement between Manchuguo and Germany signed in April 1936.  A credit agreement was signed on 4 September 1937 by Central Bank of Manchu (CBM) and the Foundation, and enacted on 15 November.  The first credit was a 2 millions pound sterling, with 90 % of the sum to be repaid in half year installments by June 1944 at 5.5% interest per year.
  As Manchuria had surplus in its balance of payments, the Japanese government arranged to use the foreign exchange earned by Manchuguo.  But, its position turned from surplus to deficit, because the enforcement of PPEP increased the import of capital goods from Europe and the United States.  Manchuguo could but depend more and more upon Japanese ability to export funds and capital goods, even though Japan had to place importance on exportation outside of the Yen Block in order to obtain foreign exchange for its own imports of raw materials and capital goods.

     The outbreak of the Second World War worsened further the situation of capital goods supply to Manchuguo.  The United States gradually strengthened the embargo on Japan, and in addition, Germany became unable to export to East Asia.  This drove the price level of imported goods increase.  Consequently, demand for money for investment or speculation increased, driving interest rates up.  The Japanese government tightened its payments against the pressure of inflation from early 1940 and introduced a priority system in production.  The tightness of the financial market bankrupted some of the new Zaibatsu including Riken and Nippon Soda, and stifled investment to Manchuguo.  The Manchuguo government had to change its PPEP to comply with the priority system in May 1940.  PPEP was, at this moment, fundamentally transferred to mere enlargement of some industries necessary to Japan and away from the expansion of producing power.

     After the start of Asia-Pacific War, investment funds decreased; on the other hand, the ratio of shares increased (cf. table 4).  The Manchuguo government enforced a second PPEP under a more intensified priority system for metal industry and mining.  Japan’s ability to supply capital goods and investment funds continued to decline and it requested that funds be raised within Manchuguo as much as possible.  The financial system of Manchuguo barely managed to suspend investment against relatively serious inflation.

6. 4.　Macro economic consequences of Japanese Investment to Manchuguo

     Japanese investment and the enforcement of PPEP changed the Manchurian economy to one of a supplier of raw and intermediate materials to Japan by the end of war.  This restructuring included and preconditioned the reformation of the financial system within Manchuguo.

     The monetary system of Manchuguo, in the beginning, was a managed currency system linked to the Shanghai silver exchange market, because the native economy was based on silver.  As described above, Japan had made fruitless efforts to change Manchurian monetary system to the gold standard in early 1920s.  The CBM was set up in 1932 and took over the assets of the central banks of the three east provinces, issued silver-linked banknote and successfully replaced many of the former currencies.  But, parity of silver and gold had been very unstable; this lack of stability was a heavy burden for Japanese businessmen acting in Manchuria.  The silver price rapidly depreciated just before the Great Depression, therefore China was able to escape the influence of the crisis.  After the departure of Japanese yen from the gold standard, the value of the yen declined and became about 10% under the note of the CBM yuan.  The US federal government began to purchase silver in order to suspend the silver price to aid the US silver mining interests in 1934.  As the result, the price of silver quickly rose and the economies of China and Manchuguo, the only silver base nations, fell into serious deflation.  The Kuomingtang government often requested the USA the stop of this policy and hurried to prepare its currency reform.  The CBM manipulated its exchange rate down to equal that of the Japanese yen; in November 1935, it changed the currency’s base and fixed it to the Japanese yen (Nozawa 1981).  This was the realization of currency unification with Manchuria that Japanese had long eagerly desired, a more that promoted Japanese investment in Manchuguo.  However, this meant that Japan could not obtain foreign exchanges through its exports to Manchuguo.

     The Manchuguo government had some important Japanese banks, namely the BOC, the Manchurian Bank and the Seiryu Bank, merge to form the Industrial Bank of Manchu (IBOM) in January 1937 on the pretext of the abolishment of extraterritoriality.  The CBM strengthened its monetary control power by the exclusion of these Japanese banks and the IBOM was entrusted to supply investment funds to the planned industries of the PPEP by collecting deposits and issuing bonds.

Table 6-5.  Money Supply from the Central Bank of Manchu
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Source: Research Group, Committee of Goods Adjustment in Northeast District, ed., "Small Series of Northeast Economy, Finance", Xue Hai Publishing, Taipei, 1971, pp.36-54, pp154-164.

Note 1. A, B, D, E, M, N and R are differences between the sum at the end of year concerned and the sum at the end of before year.

     2. "Bonds" in this table include only public bonds.

     3. Price Index is average in Hsinking.

     4. 2,372 millions yuan of loans to banks in 1945 includes 2,189 millions yuan, that is 92%, of the loan to YSB. Most of the sum was to appropriate to the military expenditure of Kwantug Army.

     Table 6-5 shows the money supply from the CBM after 1937 in line with the PPEP of Manchuguo.  The money supply of the CBM to the government increased with some fluctuations until the government went bankrupt, but that towards the private sector decreased in 1937, 1938, 1941 and 1942, and the total supply decreased in 1941 and 1942.  The government sector received more money than the private sector until 1942, but thereafter the CBM provided into much more money to the private sector through banks, especially the IBOM and the Agriculture Promote Depository.
  The CBM strongly tightened up its credit in 1941 and 1942 in order to control the inflation brought on by the large inflow of Japanese yen. This was caused by the Kwantung Army Special Manoeuvres, a preparation exercise for a possible invasion of Siberia to counter the USSR army’s mobilization to the west front against Germany.  The increase of note issue balances were smaller than the total supply of 1938, 1940 and that following 1943.  This means that the Manchuguo financial system could manage to check hyper inflation, even though the price indexes were by no means moderate.  Japan had build up a relatively efficient financial system in Manchuguo; this was a major difference from other Japanese occupied areas.

Graph 6-1. Balance of payments of Manchuguo 1933-45
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Source: Manshu Chuo Ginko Shi Kenkyukai (Research Group of the Central Bank of Manchu) ed. “Manshu Chuo Ginko Shi“ (The History of Central Bank of Manchu), Toyo Keizai Shimpo Sha, Tokyo, 1988, pp. 313-316. Original Sources are requisitioned documents concerning liquidation of the CBM by the Kuomingtang government.
Note: Figure of 1945 is for January and February.

: The category of ‘Invisible’ contains mainly sea transportation charge, travelers’ consumption, investments, and remittance. 

     The changing process of the Manchurian economy can also be observed through Manchuguo’s balance of payment with its trading partners, namely Japan, China and others (cf. Graph 6-1).  Japan was Manchuguo ‘s most important partner.  The trends of trade and invisible trade were quite contrastive with each other.  Invisible trade contained a wide variety of items, but its main item was investments from Japan, therefore the trend was very similar to the flow of investment funds shown in Table 4.  These investment funds financed the heavy inbalance of trade, which was composed mainly by heavy industrial products and textiles.  But this trade inbalance rapidly decreased after 1941 because from this time Japan was not able to export manufactured goods while it requested more and more Manchurian products such as soy beans, miscellaneous cereals, pig iron, and steel.  In spite of this movement to balance trade, the surplus of invisible trade was supported until 1943 by the investment funds and, especially, remittances of the Japanese government to the Kwantung Army which was preparing for war with the USSR.

     Trade with China was once distracted by the building of Manchuguo, but the Japanese invasion of North China revised this and produced surpluses between 1934 and 1942 with two peaks in 1936 and 1939, surpluses that quickly changed to critical deficits in 1943 and 1944.  The peak of 1936 was due to ‘smuggling’ through North China under the local puppet government, and the later was the exports of the agriculture products.  But, it came to be more indispensable for Manchuguo to place priority on exports to Japan and to import coking coal for iron refining from North China.  Invisible trade with China was composed of the remittances of Chinese merchants and workers in Manchuguo.  Large-scale construction in Manchuguo needed enormous migrant workers, many who came from North China and sent their earnings home to their country.  As their remittances placed a heavy burden on the Manchuguo economy, it had to strengthen its exchange control.  Consequently, the Chinese workers left Manchuguo.  Trade with others produced some surplus up to 1937, but the increase of capital goods imports eventually created deficits (Yamamoto 1993).

6. 5.　Japanese Holding Companies investment to Manchuguo

     As described above, Japanese companies were willing to advance to Manchuguo and they became the central investors in Manchuguo during the 1940s.  Military expansion and the aggressive PPEP, however, gradually reduced their spare investment abilities.  In this section, I would like to examine some typical cases of the investment of major Zaibatsu to the shares of Manchuguo companies to consider investment patterns.  Many of these companies that received investment from Japanese big businesses were special companies, or companies that had business relations with these big businesses.  That is, most of Zaibatsu investment focused on the central or sub-central companies of Manchuguo’s controlled economy.  There, however, were much more Japanese smaller companies and merchants in Manchuguo.
     The Zaibatsu dissolved ‘themselves’ under the direction of the United Nations GHQ after the war.  The Holding Companies Liquidation Committee (HCLC) was organized for this purpose.  This committee published a survey on the economic influence these conglomerates had on the Japanese Empire with statistics on the shares held by each Zaibatsu.  It defined that a controlled company was on that had more than 10 % of its issued shares held by the holding companies.  The HCLC identified ten Zaibatsu (Mitsui, Mitsubishi, Sumitomo, Yasuda, Aikawa, Asano, Furukawa, Okura, Nakajima and Nomura), and other holding companies, such as International Electric Communication, Nippon Steel, Kanagafuchi Spinning, Toyo Spinning, Oji Paper Mill as economic subjects that controlled Japanese economy.  The simple sum of paid up capital of the ten Zaibatsu’s domestic subsidiary companies amounted to 11.4 billions yen in March 1947, this was 35.2% of all joint-stock companies in Japan proper.  The biggest four - Mitsui (9.5%), Mitsubishi (8.3%), Sumitomo (5.2%), and Aikawa, that is Nissan, (5.3%), alone totaled 28.2%.  Japanese industrial organs were highly monopolized.  They had also subsidiary companies outside of Japan proper.  The weights of their sum of paid up capital were around 13% of their totals, including both domestic and foreign, in Mitsui, Mitsubishi and Sumitomo, and 5% in Nissan.  Nissan reduced its foreign subsidiaries after it withdrew from Manchuguo in 1941, but Nissan, in fact, could not have fully controlled the special subsidiary companies that succeeded from the SMR and the Manchuguo government as MHID.  Sumitomo was a little bigger than Nissan in total paid up capital owing to its foreign subsidiaries.  The weights of their subsidiaries in Manchuguo was 6% in Mitsui, 4% in Mitsubishi, 9% in Sumitomo and 2% in Nissan.

     Table 6, located at the end of this chapter, shows the sums that holding companies paid to shares of Manchuguo companies.  The numbers of invested companies was reported as 179, but their paid-up capital is not always known.  The sum of face value of held shares amounted to 611 million yen; 43% of the companies were held by the three biggest Zaibatsu.  Sumitomo, the biggest investor in Manchuguo, was followed by Mitsui and Mitsubishi.  Chemicals (21%), metal works (18%), mining (14%), and machinery (12%) were the primary industries in which Japanese holding companies invested.  These four heavy industries accounted for 64% of all investments.  Other important industries were textile and pulp, at about 10% each.  Most of these 179 companies were established after the Manchurian Incident, and especially in late 1930s and thereafter.

     The investors varied according to the industry.  In mining, Nippon Steel was the largest (60% of the mining total), and Kanegafuchi Jitsugyo the second (18%).  Investments of the big three Zaibatsu occupied only 21% in this sector.  On the other hand, Sumitomo (75% of all metal works) and Kobe Steel Works (19%) were central investors in the steel and light metal industries.  Mitsubishi was the top investor (30%) in machinery, followed by Hitachi Works (21%), Sumitomo (18%) and Mitsui (15%, more than half being Toshiba).  In the chemical industry, Mitsui was the largest (33%), with the big three accounting for 45% of this industry.  There were also large investments in textile and other industrial giants of this industry.  The big three Zaibatsu had strong subsidiaries under their direct control in almost every type of heavy industry, but they were not always the strongest in each industry.  Mitsui was most influential in the chemical industry, Mitsubishi in machinery, and Sumitomo in metal works; their spheres of influence in Manchuguo mirrored those in Japan proper.

     When we examine Manchurian subsidiaries separately, we can find a number of special companies to which Mitsui and Mitsubishi invested equally, including Manshu Takushoku (Manchu Development), Manshu Denshin Denwa (Manchu Telephon and Telegram), and Manshu Koku (Manchu Air Line).  In these cases, the two Zaibatsu were usually compelled to invest.  For instance, Major General Itagaki, the vice-chief of staff of the Kwantung Army, pushed Mitsui and Mitsubishi to invest in Manshu Takushoku on 1st May 1935.  He emphasized that this company would carry out the national plan of Japanese agricultural emigration to North Manchuria where the Manchuguo government had already secured a million hectares of arable land.  He also insisted that Mitsui and Mitsubishi provide 2.5 millions yen each to the company as an addition to the five million yuan that both the Manchuguo government and the SMR had already pledged.  The Ministry of Development, supporting Itagaki, also persuaded them to contribute.  Similarly, Mitsui and Mitsubishi had to offer loans of ten millions yen each via the BOC to the Manchuguo government in April 1932 under the pressure from the Japanese government.  This loan was the reserve fund for the CBM note issue.  But, the CBM did not use the fund, because the bank linked its notes to the silver exchanges through November 1935, as described above.

     There were, of course, many voluntary investments made to the Mnachuguo companies.  Mitsubishi, like Sumitomo, dispatched its mission to Manchuguo in August 1933 in order to observe the capital construction programme in Hsinkig. At this time, Mitsubishi started to construct a building for rental offices in the center of Hsinking in November 1933.  It also built apartment houses in Hsinking in May 1934.  These buildings for offices and residences received many applications from perspective tenants which encouraged Mitsubishi to build new buildings soon after their completion.  These buildings were transferred to Kotoku Kisso Co. Ltd. in September 1937, a product of the reorganization of Mitsubishi’ holding company to a joint-stock company.  Mitsubishi also dispatched a mission in May 1934 and established the Manshu Kiki Co. Ltd. (Manchu Equipment, renamed Manchu Mitsubishi Kiki in December 1940) in November 1935.  This company was a sort of alter ego of Mitsubishi Heavy Industry Co. and Mitsubishi Electric Co. in Manchuguo, similar to Manchu Sumitomo Metal Industry Co. of Sumitomo Metal Industry Co. and Manshu Nihon Kokan Co. of NKK.

     When strong Cartels were organized in Japan, they set up joint ventures in Manchuguo.  Manchu Electric Wire Co. was a typical case.  Electric wire manufacturing in Japan started as a related industry to copper smelting by Furukawa and Sumitomo in the Meiji era and developed from the increasing demands from electric power and electronic communication.  The Furukawa Zaibatsu was heavily damaged by the 1920 economic crisis, especially by failure in its soybean speculation in Dairen. Furukawa was eventually forced to withdraw from trading and banking.  Furthermore, the price of copper declined after the First World War from over-production through out the world and technological innovation by US copper smelters.  Furukawa made an effort to organize Cartels in both copper and electric wires.  Furukawa Electric Industry Co., Sumitomo Electric Industry Co.and Fujikura Electric Wire Co. agreed with the step-by-step formation of Cartels and were able to organize smaller electric wire manufacturers under their control up until 1931.  The three companies decided to set up the Manchu Electric Wire Co. and arranged for other influential makers to invest in the company.  Manchu Electric Wire was granted the status of a de facto special company and escaped from competition from other makers in Manchuguo.  The Manchu Rolling Stocks Co. may have been another case of a Cartel joint venture.  On the other hand, the electric equipment manufacturing industry was competitive.  The Japanese huge makers set up their own subsidiary companies in Manchuguo, including Manchu Communication Equipment of NEC, Manchu Tokyo Shibaura Electric of Toshiba, and Oki Communication Equipment of Oki Electric.

     There were some cases where the Kwantung Army, the Manchuguo government and/or the MHID eagerly requested Zaibatsu technical and/or financial support for important projects.  Participating companies included the Antung Light Metal Co., and the Manchu Synthetic Fuel Co.  Manchu Light Metal Manufacturing (MLM) produced metal aluminium from alumina shale in Fushun.  The productive capacity of Fushun factory was only 4000 metric ton per year, nearly the least production unit.  Japan had very little bauxite in its territory and pursued to invent a non-Bayer process to use alimina shale or alum as a raw material for almina (aluminium oxide), intermediate material for metal alminium.  Despite active research efforts, its cost remained rather high and the purity of the material slightly low.  Sumitomo and Showa Electric Industry, the pioneers of Japanese aluminium makers, changed their material from alum to bauxite and adopted the Bayer process from 1937.  MLM continued to use almina shale and planned to enlarge the capacity of the Fushun factory to 10,000 metric tons.  According to the second Manchuguo  PPEP, the company also planned to build a plant of 20,000 metric tons in Antung, where MLM expected to be supplied with cheap electric power form the Yalu River development then under construction.  MHID, the parent company of MLM, decided to allow Sumitomo succeed in the building and running of the Antung plant in 1942.  The set up, however, was delayed due to the confusion among many concerned with MLM and others.  Takasaki (高碕), the president of MHID, explained later that he expected the rise of productivity through competition between MLM and Sumitomo.  This project was the largest investment of Sumitomo in Manchuguo, but the start was too late to complete the plant before the end of the war.  Main equipment used for this plant was taken away by the Russian army after the war, as well as other important plants in Manchuguo.

     As for the Manchu Synthetic Fuel Co., the Mitsui Mine Co. had been engaged in various research projects involving the synthesizing of liquid fuel; this research ascertained the potential use of the Fisher process which had been invented in Germany in January 1935 and introduced by MBK.  Mitsui Mine got the option agreement on purchasing the patent after consultation with the Ministry of the Navy in February 1936, then formed an association with the Mitsui holding company and MBK to develop the manufacturing method at its Omuta (northern Kyushu) factory in November.  Mitsui, however, decided to build the plant in Manchuguo responding to an eager request of the Kwantung Army having bought the license for using the patent in Japan, Manchuguo, and North China for 5 millions German mark.  The Kwantung Army produced the “Minami Manshu Yuka Kogyo Kabusikigaisha Setsuritu Yoko An” (Outline of the essential points on establishing plan of the South Manchurian Oil and Chemical Industry Co.).  According to the outline, they set up a special company with a capital of 50 millions yuan provided by Mitsui, the Manchuguo government, the SMR, Manchu Petroleum, and Manchu Colliery.  Mitsui would build in Fusin (Fuxin) by 1941 a plant whose productive capacity of gasoline would be 300 thousands metric tons per year.  Thus, the Manchu Synthetic Fuel Co. was set up in August 1937 and begun to construct the factory.  The arrival of equipment ordered from Germany was delayed owing to the outbreak of the Second World War and Mitsui had to reorder about 20% of the equipment from Japanese makers.  Germany delivered most of the accepted machines up until July 1943 probably by U-boat, though the state of war made this difficult.  The Kwantung Army gave Mitsui the gold mines in Rohe province as collateral for the high-risk enterprise.  Mitsui set up the Rohe Mine Co. with the Manchuguo government and Ueshima (上島), the holder of gold mining concessions in the province, and accepted the management of the company in July 1937.  But there were few promising mines in Rohe, and they reorganized the company into the Toa Mine Co. in March 1940. This company was able to undertake all mining, with the exception of iron and coal, in throughout Manchuguo.

     Similar case is found in the Manchu Soybean Chemical Co.  The Nihon Chemical Industry Co., one of the main subsidiary companies of Mitsubishi Zaibatsu, decided to invest and to participate in the management of the company on 29th November 1943, according to the Manchuguo’s “outline of essential points for establishment a program of the advanced processing of soybean.”  Nihon Chemical was expected to increase the production of derivations, such as lubricating oil, glycerin, butanol, alcohol, acetone, and casein from soybeans.

     Though the HCLC did not take hold, Mitsui and Mitsubishi set up companies for producing rocket fuel in Manchuguo.  The Japanese Army and Navy obtained a drawing of the Me-163B, a fighter plane with a rocket engine, and commissioned two Zaibatsu to construct fuel factories in Manchuguo.  Mitsubishi set up the Fuji Industry Co. and Mitsui the Sungari Industry Co., whose paid up capital of 1 million yuan was provided by major concerning subsidiaries and holding companies, for the production of concentrated oxydol at 200 metric ton per month.  The Zaibatsu were to complete the factories by October 1945, but the war ended before they begin operations.

     Japanese big businesses mainly consisted of Zaibatsu, cotton spinning Cartel, and other companies.  The textile giants also invested enormously in Manchuguo companies as well.  Their targets were not only textile manufacturers but also mining, machinery, chemical, pulp and other similar enterprises.  Many of them had already advanced to chemical fiber manufacturing by the 1920s and early 1930s.  Furthermore they had to diversify their business more under war-time economic control that aimed to enhance heavy and military industry production.  Large paper manufactures also diversified their investment areas of industry in Manchuguo.

Conclusion

     Thus, Zaibatsu and other big businesses of Japan advanced positively to Manchuguo, with some exceptional passive cases.  The conglomerates extended the Japanese style economic oligarchy into Manchuria even under the special company system.  The Kwantung Army and the Manchuguo government had to depend on their technology, management know-how, and funds to carry out the PPEP and to rapidly increase the production of war materials.  Consequently, the Manchurian economy was restructured to one that was a heavy-industrialized but non-autonomous, by the end of the war.

     It may be necessary to inspect the influences of Japanese direct investments in the Manchurian native economy, investments that the Japanese could not fully reorganize.  For this purpose, we would have to enlarge our research theme to incorporate agriculture and smaller businesses carried out by both local people and Japanese in Manchuguo.  In addition, there were also the non-negligible investments of non-Japanese, such as White Russians, Americans and Europeans.  The Manchuguo government gradually excluded or Manchurianized them.  Thus, the competition among foreign companies and investors in Manchuria before the Manchurian Incident as well as Manchuguo policy toward non-Japanese companies are important themes to be examined to fully understand Manchurian and East Asian economic history in an international context.
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														(Thousands Yen, %)

				Korea		Taiwan		Manchuria		North China		Central and South China		Hainandao

		Agriculture		2,442,342		1,565,400		2,825,000		414,588		19,177		158,028

		Forestry		1,817,747		20,491		1,236,000		9,375		-		78,178

		Fishery		435,559		623,053		88,000		2,193,626		24,125		55,838

		Mining		8,847,407		1,466,968		24,103,000		4,944,363		1,085,562		1,362,309

		Manufacturing		26,743,497		14,531,470		35,758,000		19,623,387		11,413,238		249,831

		Finance		695,817		88,447		2,914,000		165,937		875,134		-

		Commerce		1,508,167		2,829,900		17,570,000		6,519,687		6,944,432		277,362

		Transportation		2,611,636		409,172		42,545,000		15,687,300		8,913,828		244,246

		Public Service		10,584,516		4,766,449		5,466,000		3,937,000		488,146		51,987

		Construction		142,536		225,249		*		880,612		151,383		-

		Miscellaneous		62,350		17,162		**		278,812		263,574		14,388

		Other		2,234		4,508		***		950,000		670,282		54,890

		Total		55,893,808		26,548,269		132,505,000		55,604,687		30,848,881		2,547,057

		ratio(%)		16.9		8.0		40.0		16.8		9.3		0.8

		Adjusted Total		52,260,711		25,884,562		128,265,072		55,325,980		30,262,753		2,500,575

		Assets of Government		19,265,030		9,292,367		2,761,417		-		－		－





Sheet2

				Sakhalin		Bismarck Archipelago		Southern 1		Southern 2		Others		Total

		Agriculture		94,810		27,443		1,644,518		318,298		371,420		9,881,024

		Forestry		110,494		472		407,059		78,132		-		3,757,948

		Fishery		61,000		96,947		407,059		68,585		250,816		4,304,608

		Mining		1,920,000		161,657		2,686,589		238,715		6,426		46,822,996

		Manufacturing		3,379,500		336,280		5,537,003		145,403		24,000		117,741,609

		Finance		3,000		3,249		8,140		1,445		940,787		5,695,956

		Commerce		70,000		4,068		4,273,122		128,089		1,611,996		41,736,823

		Transportation		140,438		1,763		635,012		168,006		40,383		71,396,784

		Public Service		125,000		11,542		472,188		29,280		-		25,932,108

		Construction		8,500		2,938		162,824		105,244		-		1,679,286

		Miscellaneous		-		451		48,847		4,436		-		690,020

		Other		-		-		-		-		-		1,681,914

		Total		5,912,742		646,810		16,282,361		1,285,633		3,245,828		331,321,076

		ratio(%)		1.8		0.2		4.9		0.4		1.0		100.0

		Adjusted Total		5,569,803		500,970		15,272,855		1,263,778		-		320,080,246

		Assets of Government		3,786,313		266,565		-		-		-		35,371,692
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				Paid-up Capital (thousand yen)										Number

				Jan.-Mar.		Apr.-Jun.		Jul.-Sep.		Oct.-Dec.		Total		Jan.-Mar.		Apr.-Jun.		Jul.-Sep.		Oct.-Dec.		Total

		1932		485		15,405		4,508		10,260		30,658		3		6		6		11		26

		1933		525		15,813		36,062		24,230		76,630		4		8		8		20		40

		1934		18,920		50,945		27,970		101,160		198,995		17		32		27		25		101

		1935		6,825		10,715		19,408		23,038		59,985		9		21		21		25		76

		Total										366,267										243
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-285.563

382.153

-149.109

4.874

-6.482

-0.941

-92.653

-254.795

-34.095

-3.798

-0.03

-0.364



国際収支

		Balance of Payment of Manchuguo

																																in millions yuan

						1933		1934		1935		1936		1937		1938		1939		1940		1941		1942		1943		1944		1945		Total

		with		Trade		-130		-190		-239		-249		-345		-577		-1,019		-1,303		-966		-933		-818		-286		-93		-7,146

		Japan		Invisible		142		256		372		225		327		556		1,205		1,070		1,574		1,507		1,382		382		-255		8,743

		with		Trade		-8		8		33		81		74		51		103		102		69		18		-56		-149		-34		292

		China		Invisible		-17		-18		-24		-15		-22		-47		-147		-86		-48		-70		-41		5		-4		-533

		with		Trade		71		37		23		79		28		-24		-65		-85		-18		-11		-5		-6		-0		23

		Others		Invisible		4		2		-69		-43		-33		-7		14		-7		11		-2		-1		-1		-0		-131

		Total		Trade		-67		-145		-183		-89		-242		-549		-981		-1,286		-915		-926		-879		-441		-127		-6,832

				Invisible		129		241		280		167		271		502		1,071		977		1,537		1,436		1,340		386		-259		8,079

		資　料：満州中央銀行研究会編，『滿洲中央銀行史』，東洋経済新報社，東京，1988年11月4日発行，ｐp.313-316.

		原資料：1933年は滿洲國経済部，「満州国国際収支調査書」，1934年以降は滿洲中央銀行，「外国為替売買目的別金額調査」，いずれも国民党接収の「偽滿洲中央銀行清理処文書」

		註　　　：1945年は1-2月分．

		　　　　：貿易外収入とは，主として海運関係収入，外国人の消費，外国よりの送金・投資，日本の国庫金送金などを指す．

		　　　　:貿易外支出とは，主として海運関係支出，海外での消費，外国より貸金・投資の償還および海外への貸出などを指す．

		　　　　：貿易外の収支は
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																		in thousands yuan

				Private Sector

		Year		Bank						Other						Sales of		Supply

				Loans		Deposits		Supply		Loans		Deposits		Supply		Bonds

				A		B		C=A-B		D		E		F=D-E		G		K=C+F-G

		1937		-		-		-		-		-		-		49,252		-24,510

		1938		53,053		-3,343		56,396		83,041		82,805		236		94,299		-37,667

		1939		83,392		-298		83,690		86,121		58,057		28,064		11,567		100,187

		1940		185,835		17,334		168,501		107,179		77,440		29,739		109,933		88,307

		1941		-77,834		16,428		-94,262		-123,293		250		-123,543		64,214		-282,019

		1942		109,560		118,159		-8,599		-144,680		31,136		-175,816		220,563		-404,978

		1943		1,509,435		-64,349		1,573,784		-81,355		-73,966		-7,389		438,814		1,127,581

		1944		3,774,457		569,602		3,204,855		602,384		57,648		544,736		815,034		2,934,557

		1945		2,371,571		-2,079		2,373,650		1,179,347		-41,333		1,220,680		398,155		3,196,175

				Government Sector								Total		Increase		Price Index

		Year										Supply		of Bank		Chongchun

				Bond		Loans		Deposit		Supply				Notes		Controled		Black Market

				L		M		N		O=L+M-N		P=K+O		R		1936=100		1941=100

		1937		100,000		-24,845		19,520		55,635		31,125		55,217		125.1		-

		1938		150,000		72,638		31,535		191,103		153,436		122,987		149.6		-

		1939		100,000		280,593		290,742		89,851		190,038		204,450		181.3		-

		1940		505,000		-291,751		-310,273		523,522		611,829		333,883		225.7		-

		1941		230,000		86,387		64,918		251,469		-30,550		325,808		248.7		100.0

		1942		415,000		-30,746		201,832		182,422		-222,556		411,109		267.9		142.2

		1943		345,000		67,176		155,907		256,269		1,383,850		1,351,648		298.7		214.3

		1944		472,000		22,389		64,249		430,140		3,364,697		2,797,060		358.3		638.3

		1945		380,000		1		-448,262		828,263		4,024,438		1,832,398		-		2,626.7
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																												(in million yen, %)

		Fiscal		Total				Corporate Groups																Investment Form

		Year				Index		MG's				SMR's				MHID's				Others				Bond		Share		Loan

		1932		97		100		20.6				67.0				-				12.4				41.2		38.1		20.6

		1933		151		156		19.9				53.6				-				26.5				33.8		65.6		-

		1934		271		279		3.7				69.4				-				26.9				58.3		37.3		4.4

		1935		377		389		18.8				70.6				-				10.6				61.3		15.1		23.3

		1936		261		269		14.6				73.2				-				12.3				93.5		42.9		-35.6

		1937		347		358		21.6				48.1				2.9				27.4				19.6		40.3		40.1

		1938		438		452		25.3				18.0				13.2				43.4				51.1		35.2		13.5

		1939		1,102		1,136		10.6				26.3				28.7				34.4				71.9		29.3		-1.1

		1940		1,009		1,040		26.0				34.0				14.4				25.7				72.4		28.0		-0.4

		1941		1,423		1,467		16.2				26.5						57.3						63.3		22.3		3.6

		1942		1,323		1,364		10.2				21.6				21.2				46.9				57.0		31.7		11.3

		1943		989		1,020		4.6				38.0				15.4				42.1				52.3		35.3		12.4

		1944		832		858		4.2				44.5		*		3.6				47.7				37.0		50.5		11.9

		1945		454		468		-		*		48.5		*		1.1				50.4		*		73.8		…		…

		Total		9,074				13.0				36.4						50.7						59.0		31.0		7.0
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																						(thousand yen)

				Number of Company						Sum of Paid-up Capital										Number		Paid-up

		Year		newly-establish		disband		end of year		newly-establish		increase		disband		decrease		end of year		of Branches		Capital

		1905		-		-		-		-		-		-		-		-		3		100,600

		1906		6		-		6		105,105		-		-		-		105,105		3		15,852

		1907		5		-		11		559		-		-		-		105,664		-		-

		1908		4		-		15		1,659		-		-		-		107,323		4		74,850

		1909		6		-		21		766		-		-		-		108,089		4		142,743

		1910		2		-		23		40		-		-		-		108,129		5		20,000

		1911		7		-		30		3,262		650		-		90		111,951		-		-

		1912		14		-		44		1,269		10,000		-		-		123,220		-		-

		1913		18		-		62		5,904		8,350		-		-		137,474		1		25,000

		1914		16		-		78		1,325		4,000		-		-		142,798		1		7,500

		1915		29		2		105		2,398		4,850		21		-		150,025		1		400

		1916		28		-		133		9,122		5,000		-		-		164,147		4		50,617

		1917		68		3		198		12,500		10,506		61		-		187,092		10		58,245

		1918		126		9		315		26,201		13,270		1,423		-		225,140		9		33,250

		1919		329		38		606		65,816		39,634		4,230		-		326,359		8		3,286

		1920		238		94		750		53,690		148,865		25,392		695		502,826		11		25,703

		1921		144		99		795		29,042		5,221		15,899		3,790		517,400		3		738

		1922		146		51		890		12,374		22,027		9,195		6,734		535,873		4		52,620

		1923		154		71		973		28,501		8,628		17,256		1,268		554,477		4		63,055

		1924		118		67		1,024		3,353		1,870		10,805		2,169		546,726		-		-

		1925		145		42		1,127		19,754		18,441		10,504		4,654		569,764		1		3,000

		1926		111		35		1,203		29,153		1,750		3,528		11,096		586,321		-		-

		unknown										276								2		300

		Total		1,714		511		1,203		411,793		303,338		98,314		30,496		586,321		78		677,758
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														(in thousands of yen, %)

				Korea		Taiwan		Manchuria		North China		Central and South China		Hainandao

		Agriculture		2,442,342		1,565,400		2,825,000		414,588		19,177		158,028

		Forestry		1,817,747		20,491		1,236,000		9,375		-		78,178

		Fishery		435,559		623,053		88,000		2,193,626		24,125		55,838

		Mining		8,847,407		1,466,968		24,103,000		4,944,363		1,085,562		1,362,309

		Manufacturing		26,743,497		14,531,470		35,758,000		19,623,387		11,413,238		249,831

		Finance		695,817		88,447		2,914,000		165,937		875,134		-

		Commerce		1,508,167		2,829,900		17,570,000		6,519,687		6,944,432		277,362

		Transportation		2,611,636		409,172		42,545,000		15,687,300		8,913,828		244,246

		Public Service		10,584,516		4,766,449		5,466,000		3,937,000		488,146		51,987

		Construction		142,536		225,249		*		880,612		151,383		-

		Miscellaneous		62,350		17,162		**		278,812		263,574		14,388

		Other		2,234		4,508		***		950,000		670,282		54,890

		Total		55,893,808		26,548,269		132,505,000		55,604,687		30,848,881		2,547,057

		ratio(%)		16.9		8.0		40.0		16.8		9.3		0.8

		Adjusted Total		52,260,711		25,884,562		128,265,072		55,325,980		30,262,753		2,500,575

		Assets of Government		19,265,030		9,292,367		2,761,417		-		－		－
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				Sakhalin		Bismarck Archipelago		Southern 1		Southern 2		Others		Total

		Agriculture		94,810		27,443		1,644,518		318,298		371,420		9,881,024

		Forestry		110,494		472		407,059		78,132		-		3,757,948

		Fishery		61,000		96,947		407,059		68,585		250,816		4,304,608

		Mining		1,920,000		161,657		2,686,589		238,715		6,426		46,822,996

		Manufacturing		3,379,500		336,280		5,537,003		145,403		24,000		117,741,609

		Finance		3,000		3,249		8,140		1,445		940,787		5,695,956

		Commerce		70,000		4,068		4,273,122		128,089		1,611,996		41,736,823

		Transportation		140,438		1,763		635,012		168,006		40,383		71,396,784

		Public Service		125,000		11,542		472,188		29,280		-		25,932,108

		Construction		8,500		2,938		162,824		105,244		-		1,679,286

		Miscellaneous		-		451		48,847		4,436		-		690,020

		Other		-		-		-		-		-		1,681,914

		Total		5,912,742		646,810		16,282,361		1,285,633		3,245,828		331,321,076

		ratio(%)		1.8		0.2		4.9		0.4		1.0		100.0

		Adjusted Total		5,569,803		500,970		15,272,855		1,263,778		-		320,080,246

		Assets of Government		3,786,313		266,565		-		-		-		35,371,692
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