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INTRODUCTION

Purpose and Scope

A great deal has been written in various places concerning the
foreign trade of Jaran and of the United States, This study makes use
of much of this material, combining divers sources and ecomplementing
them to give a picture of the bilateral trade between the United States
and Japan from 1925 to 1935. Thé period eonsidered begins in a tims of
prosperity (indeed, ths peak year of Japan's forei% trade was 1925) and
continues through a great world depression well into the recovery phase.
It covers years in which Japan has attained added significance as a
mrket for the United States and has lost some of her former importance
n.a source of supplies, in which the balance of merchandise trade be-
tween the two countries has reversed, and in which the Japanese govern-
ment's monetary and commercial policy and, to a lesser extent, the
United States government's action have been significant factors deter-
mining trade movements. The commodity character of the trade is dwelt
upon that the effects of these rather unusual conditions may be observed

in specific commodities.
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SOURCES

Statistical data were needed to show the movements of trade totals
and of individual items, These were obtained principally from publi-
cations of the United States Department of Commerce., The Foreign

Commerce and Navigation of the United States has furnished the United

States statistios and the Commerce Yearbook and consular reports from

the Tokyo consulate have furnished the Japanese government figures.

The data are not perfectly comparable by any means. Among other
dissrepancies, the Japanese statistics distinguish between the trade
of Japan Proper and that of the Empire, and do not include Alaska,
Hawaii, and Puerto Rico with the United States, while the United States
includes these territories in ocompiling its om trade figures and also
includes Chosen, Taiwan, and other possessions, although not Kwantung
leased Territory and Manchukuo, with Japan. Transshipmentgmay be
differently entered in the two countries; goods in transit at the year's
ond may appear in the statiastics of one eauntry in one year and in
those of the other the next; valuations are on different bases, Never-
theless, despite these and other failings of the data the more signifi-
cant trends are sufficiently well 1nd1eated.1

Among the sources of desoriptive and analytical materials may be
montioned the Tariff Commission reports, the Bureau of Foreign and
Domestie Commerce Trade Infomation Bulletins and Trade Pramotion Series,
and the consular reports fram Tokyo, beginning with 1930, which the

Department of Commerce loaned the writer, Of greatest use has been the

Tariff Commission Report No. 105, Second Series, Recent Developments

in the Foreign Trade of Japan.

pe—

1 67 #108, p. 30, 32; 1, p. 374.






PROCEDURE

After a brief statement of Japan's mapid commercial development and
her srade with the United States at the beginning of the period to be
studied, the factors of general importance with regard to the commodity
trade of these countries during this period are discussed. Significant
changes in the values of Japanese-United States trade, in the bilateral
balance of trede, and in the importance of the trade to the two countries
receive oconsiderable attention. A discussion of the tariffs of the two
countries in relation to their bilateral trade completes Part One, In
Parts Two and Three, imports from Japan into the United States and
exports from the United States to Japan, respectively, are studied,
first with respect to their general nature, and second by an analysis
of the movements and nature aof the trade in many of the more important
coommodities. However, the factors that were discussed in Part One
are not treated sgain unless it appeared that certain commodities

were particulary affected.



1.

FART ONE

JAPANLSE-UNITED SIATkS TRADE

RELATIONS, 1925-1935
CHAPTER I

THE RISE OF JAPAN AS A CO.LERCIAL NATICN

The Beginning of Commerce

Por over two centuries b:i{ore the uninvited visit of Admiral Perry's
four warships in 1853 Jamn had prohibited intercourse with foreigners,
save for a very limited trede with the Dutch and Chinese at Nagasaki. A
previous attempt by Commadore Biddle had failed, but accounts of the
confinement of certain American seamen, some shipwrecked and others
deserters, who had happened upon Japanese shores and the annexation of
California with resultant direct voyages to China, bringing merchant
ships as well as whalers into Japanese waters,led to the decision to try
again, This time the Japanese were more willing and a treaty was signed
on March 31, providing for the opening of certain ports for supplies, the
proper treatment of shipwrecked Americans, trade to be ca.rriéd on through
Japanese officials, and the dispatch of an American consul or agent after
eighteen months, if either government deemed it necessary. Similar treaties
with other countries soon followed.l Conventional tariff's fixed the duties
at rather low rates E‘or sometime, those of the final treaty of 1866 approx-
imating five per cen't. The 1894 treaty with the United States exacted no
tariff concessions although this country received the benefit of those

2
granted to European powers.

1l 18,p.5-9; 22,p.16-30.
2 28.’.74‘6'115’130'131-
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After the Meiji restoration of 1868 intercourse with western nations
proceeded at a faster pace. Already the development within Japan of a
monesy economy and & wage-system had begun to undermine the feudal system,
formally abolished in 1871 to strengthen the central government. The
restoration itself grew out of the increasing poverty eamong the samurai
(war lords) that accompanied this development and the growth of house-
hold and handiecraft industry and the rise of a commercial class. These
tendencies were furthered by the liberel policies of the new government,
instituting a national code of laws, a national army, universal educa=-
tional opportunity, and certain democratic forms of government, Economic
advancement was actively sought, though less so in the earlier years, of
eourse. The currency system was reorganized, railways and telegraph lines
were built, foreign trade was encouraged, a postal system was set up, and
Japanese students were gent abroad to bring back western knowledge and
western mothodl.l

Government Enterprise

The first entries into the field of modern industry were often by
govermment establishments. Foreign enzineers, technicians, and machinery
wore imported and model mines and factories built and operated until they
could be turned over to private concerns. Silk reeling and spimning,
cement, glass, shipping, iron and steel, railway trensportation, and sugar
production were thus aided. In many fields the government remains an
important enterpriser. Less épectacular, but effective, methods have been
subsidies and financial grants and loans in aid of specific industries,
shipping, agriculture, forestry, and fishing. Public credit had scarcely
been touched when the centralized government was established. Extensive

bond issues rufniahod capital for industrial projects, for subsidies, for

1 12,p.7-11; 22,p.99
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colonial development, and for the extensive construction of public works
by the loecal divisions. Through the central banks of Japan proper, Taiwan,
and Chosen, large private banks, and special investment banks and coopera=
tive institutions abundant credit has been supplied.s Public credit has
often been used to guarantee these banks against losses in financing com=
mercial transactions of doubtful safety, several instances of which oc-
curred within the period selected for especial study.

Tariff protection has been given in increasing measure since the early
days. The rates under the 1899 treaties averaged about 10 per cent to 1906,
and about 15 psr cent to 1911, Under the general tariff law of 1911 protec-
tion was afforded principally to finished manufactures and raw materials
entered free of duty. The average mte rose to about 19 per cent in 1913,
fell during the World War to about 8 per cent because of higher prices ( at
a time, however, when foreign countries were less able to compete ), and
approximated 17 per cent in 1927 under the act of 1926, The 100 per cent
luxury duty imposed in 1924 was retained on many conmodities., Shipping
subsidies, government inspection of exports, and other measures have been
adopted to promote trade,l

Political Expansion

Trouble with China aroses from a dispute over the allegiance of the
Ryukyu Islanders, claimed by Japan, and the murder by savages of a number
of them who were shipwrecked in 1871 on the coast of Formosa, a Chinese
possession, A Japanese expedition to punish the savages was resented by
the Chinese government, but the difficulty was smoothed over for a time.
Reourring offenses of the Koreans against Japanese seamen and, after the
signing of the treaty of 1876 provid.ing for the peaceful opening of the

ecountry, attacks upon Japanese residents there led to Japanese inter-

1 12, p, 312-26.
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vention at the time of the 1894 rebellion which the Korean Government seemed
unable to suppress. China, upholding her refusal to recognize Korean indee
pendence, also sent troops and the Chino=Japanese War resulted. Winning,
in 1895 Japan received Formosa and the Pescadores Islands as well as rec=-
ognition of Korean indepsndence, The opposition of Zuropean powers pre-
vented her taking also the Liaotung Peninsula.l

Subsequently, Russia acquired certain rights in China by secret treaties
and extended her influence in Manchuria and Korea., Instead of evacuating in
acoordance with hsr treaty with China she continued to strengthen her foreces
until Japan sought to protect her interests by military resistance. Her
decisive triumph won her the recognition of the world, the railway rights
in Southera Manchuria formerly held by the Russians, recognition of her
paramount interests in Korea, the southern half of the island of Saghalien
(Karafuto), and a 99-year lease of Kwantung Province. In 1910 the treaty of
1904 guaranteeing Korean independence was superseded by another formally
annexing Korea. Japanese influence and enterprise continued to expand in
Southern Manchuria, culminating finally in the episode of 1931 and 1932,

As a result of her assistance to the Allies in the World War she received

'a mandate gver the Marianne, Pelew, Caroline, and Marshall islands in the

South Seas, which she did not trouble to turn over to the League of Nations
8

upon her withdrawal in connection with the Manchurian dispute.

Growth of Population

Meanwhile, the population, that had been more or less stationary
at around 30,000,000 before the beginning of foreign intercourse, was
inoreasing, roughly paralleling the economic growth of the country, that

is, at an inereasing rate, particularly marked from the beginning of the

l lz’ p. 84; 22. p. 106-8, 134-590
2 22, p, 177-82, 199, 200; 12, p. 24; 6, p. 349-54.
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World War period. This was possible only because of the economic develop-
ment, for other countries rarely welcomed Japanese immigrants and their new
territories did not provide room for any significant numbers. The latter
were already settled, for the most part, and the inhabitants lived so cheaply
that the Japanese immigrant could not compete with them o That the proportion
of the population living in towns of over 10,000 rose from 16 per cent in
1894 to 36,6 per cent in 1925 reveals the increasing dependence upon industry.l

Not only daid industry expand more rapidly than the population, but the
production of agricultural materials and foodstuffs also, so that the
standard of living has risen, But, the rate of increase of the food supply
has declined since 1920 and that of industrial production since 1926 while
the growth of population eontinues and new workers are continually coming

of working 38908
The Effects of the World War

By far the greatest part of the expansion enabling Japan to support
her people came during the World War. In 1913 native domestic industry had
not been widely superseded by moderm factories; 890,000 were employed in
manufacturing where the work was done mainly by machinery, while nearly
1,100,000 were employed in industries depending chiefly upon hand labor.

By 1981 these mmbers had became 1,465,000 in factories where machinery
performed most of the work, and only 737,000 in industries principaliy
dependent upon hand labor. The number of factories increased from 9,403,

of which 6,408 were not worked by power, in 1913 to 30,128 in 1920, 16,022 of
which were not worked by power, The movement continued at a slower rate
until, in 1926, there were 41,514 factories, of which only 10,392 were

not worked bj power.3

1 12, p, 385, 3963 8, p. 245, 246, 249,
2 15, p. 63; 12, p. 396-9.-
3 59 #642, p. 4, 5.
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Large orders for military suppliés from the .illies amd curtailed Euro-
pean competition in Japanese markets and an opportunity to enter competitive
foreign markets promoted a tremendous boom.l Modern equipment was 1nstalled2
and more advanced manufactures were develoneds The textile industry advanced
from the stage of coarse-goods manufacturing to the manufacture of finished
goods; the machinery, tool, and chemical industries did likewise; and the
metallurgical industry ea.rose’.:3 The prosperity of the United States brought
a demand for silk that sent sericulture to new heishts. foreisn trade,
adjusted for price changes by the Bank of Japan index of wholesale prices
based on 1900 as 100, rose from ¥1,029,396,000 in 1913 to ¥1,424,742,000 in
1918, This was exceeded by the total in each year fram 1924 to 1929,
however, The trade balance, unzdjusted for price changes, turned positive
from 1925 to 1918 for the first time since 1909.4 In nearly every other
year since Japan entered world markets her merchandise balance has been
passive,

Most of the comnodities that first became important during the war
almost immediately lost most of their importance upon its close. 1Iron
manufactures, machinery and parts, and, to some extent, drugs, chemicals,
and medicines maintained their war-time positione On the other hand,
exports of copper and imitation Panama hats entirely lost their pre-war
positions Japen's major activity remained concentrated upon the pre-war
staplos.5 Certain unfavorable results were also brought by the war,
notably, inflation, disorganized exchanges, a belief among business men
that the extraordinary war profits were the usual accompaniments of
modsrn business,6 and an influx of workers to the cities unfitting them

for rural life.’ Evil effects were especially felt in the depression of

1 12, p, 304.

2 59 #642, p. 4.

3 81, Pe 1.

4 1=, p, 304, 594.

? 59 jeaz, p. 9-14.
12, p. 304, 305,
e DA ©AQ
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1930, although they contributed also to the difficulties of 1927,

Comparative .idvantace

The population of Japan on October 1, 1936, according to the last
national census, was 69,254,148, nearly five million more than in 1930.1
The area of the country is 147,418 square miles, and the density of
population about 450 per square mile., The population density in the United
States was 41,3 per square mile in 1932, Loreover, only about one-sixth of
the land is arable, the rest being too mountainous or too sterile. Japan is a
small, densely populated, hizhly industrialized country, dependent upon free
commerce and a larze navy. "Highly industrialized” is the only part of

this description that would fit the United States. Japan has an extremely
long coast line (1 mile per 8.5 square miles of land arez) which facilitates
commerce ;nd fishing. Nearness to Asian markets andAwater routes to mearly
all markets are conspicuous advantages.2 Nevertheless, save for those
industries dependent upon a natural advantaze, such as camphor production,
her exports to such highly industrialized countries as the United Statesl
are apt to be those things in which a great deal of labor is recuired.

The use of large amounts of capital in contrast to labor is not her gggjéy
Nevertheless, rapid advances have been made in the use of machinery;
mountain rivers furnish abundant water power; rationalization has height=-
ened the efficiency of the orsanization of her industries; and the wide

use of public credit has permitted rapid industrial expansion. In

textile exports to isiatic countries she haﬁ?decided comparative advane
tage, but she has not been able to compete successfully in our markets

over our tariff walls on any large scale. i#ith relation to the United

States under existing tariff conditions her natural advantage in the

production of raw silk, tea, pyrethrum, camzhor, and acquatic foods

1 40.1.
2 12, p. 25, 26,



8.
bas besn important, These things are largely non-competitive, In other
lines such as pottery, straw-braid, brushes, and toys low labor costs have
been a predominant factor, along with experience and available raw materials.
Labor also is a large item in mw silk and tea production, In the latter
case, Japanese workers have not been able to compensate for the lower wages
paid in other tea-growing regions by greater effectiveness. Household
industries, with low capital costs, continue to produce/?rather important
part of her oxports.l Whether it be in actuality an adwmntage to Japan
or a disadvantage, the fact remains that labor is only factor of production
that she has in abundance, Therefore it is to be expected that it will be
relatively cheap and that large aemounts will be usede

External Dependence and Foreign Trade

Clay for pottery, limestone and other cement materials, and copper
are about the only minerals which Japan possesses in adequate aunount."'3
she has fairly largb deposits of coal of a poor Qquality, but has been
on an import basis in recent yeara.s Other important raw materials
mast be imported. Timber, wood pulp, and sugar come mostly from her
eolonies, but raw cotton, wool, iron ore, pig iron, aluminum and nickel,
petroleum, and rubber must be brought in froam a.broad.4

Therefore it is not surprising that 56 per cent of Japan's imports
in 1926 were raw materials and 15 per cent were semi-manufactures. Raw
materials, principally raw cotton, wool, and oil cake, had inereased
relatively from an average of 47 per cent in 1909 to 1913, 0ld and scrap
iron and steel and wood pulp were the leading semimanufactures, which had
declined slightly in proportion from an 183 per cent average in 1909 to
1913 after being higher in almost all intervening years. In all these

items her resources were limited. Finished manufactures constituted 13

7.5, pe 39-41; 71, p. 457, 458, 467, 468,
71. Pe 184,

21, p. 6-8; 8, p. 230,

8’ Pe 9-190

*OoH
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per cent in 1926, having declined proportionately from 21 per cent in 1909
to 1913 pursuant to the inereased industrialization of the eountry. The
principal item, machinery and parts, was imported, in practice, to be used
in furthering manufacturing within the country. As yet the Japanese had
not been able to equal the technical and industrial advancement of western
countries. Foodstuffs had amounted to l&,’g rer cent of the total imports
in the years from 1909 to 1913, on an average. By 1926 their proportion
had risen to 15 per cent. Beans and peas were the principal import for
domestie consumption; large proportions of the wheat and sugar imports
wore processed and exported to Asiatio countries.l Considering the density
of her population Japan is remarkably self-sufficient in her food sv.pply.a
The anmg@ adverse balance in the 9 years ending 1927 was 7 per cent of
the total trede in all commodit;ies.3

Japan®s dependence for export markets is fully as serious,. Should
she lose these markets she could not procure the needed imports. Especially
precarious was her position because raw silk, a raw material and luxury
product particularly susceptible to the effects of the business ecycle,
aocsounted for 36 per cent of her exports in 1926.‘ Eighty-eight per cent
of the total produstion was exported, of which the United States took
over 95 per eent. Over 40 per cent of her exports of all commodities
n:;t to the United States and over 25 per cént of her imports came from
the same country. Nearly 60 per cent of the walue of cotton textiles and
over one-third of the production of tea and e¢eramics are sold im export
mtlos

Baw silk, classified as a semimanufacture because of the reeling

Process required for the fibers, composed most of the class of semie

1 43; 71, pe. 193-200; 12, p. 596,
2 7n, p. 201.

3 71’ Po 1890

4

]

59 #543. pe 15,
13, p. 419; 15, p.62.
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mnufactures which accounted for 423 per cent of Japan's total exports in
1926, This class had declined relatively from an average of 50 per cent
in 1909 to 1913, Manufactures had increased in comparison from 30 per
cent in 1909 to 1913 to 41 per cent in 1928, marking the rapid adwance
of Japan in modern factory production, especially of textiles. Her
advantage in mw silk production and handieraft products, largely depend-
ent upon low-priced labor and such raw mterials as she had, was giving
way to developing industrial produc tion. Wheat flour, refined sugar,
and aequatie products led the food exports, which totalled 7 per cent,
having decreased in proportion from 11 per cent. Japan was dbecoming less
self-gufficient with regard to ro;)d. The first two of these exports were
in effect manufactured products since the raw mmterial was largely im-
ported. Consonant with the advancing industrialimation also was the
relative decline of raw m terial exports (principally coal) from an 8}
per cent average from 1909 to 1913 to 7 per eent in 1926, The talance
of ths exports were miscellanecus and reexported produetn.:L

In 1925, Japan's world trade, in temms of gold, ‘amOunted to 3 per
cent of the total trade of the world. The year was the highest for
Japan's trade before the depression, but the gold figures discounted

this somewhat, for the yen was at a substantial diacount.a

1 42; 71, p. 189-92; 12, p. 597; 50 #642, p. 7.
2 41, 1926, Vol. II, p. 590, 591.
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CHAPTER II

JAPANRESE~-UNITED STATES TRADE UNTIL 1935

Development

As early as 1879 the United States became Japan's leading customer
as raw 8ilk exports increased rapidly. In 1919 exports from Japan to
the United States reached their highest point before 1925, ¥328,000,000.
Raw silk, silk textiles, refined tea, straw-braid, fanoy mats, and
porcelain were the principal exports from the beginning.l

Imports likewise advanced rapidly, but did not exceed exports in
any years from 1875 to the World War except 1900 and 1905, In the early
days the United States was 4th in importance as a source of imports,
behind Great Britain, China, and France, The development of the spin-
ning industry required Indian cotton and in 1893 India became the first
supplier followed by Great Britain, the United States, and China.?

As a Tesult of the World War and the completion of the Panama Cangl
in 1914,5 lowering transportation costs between Japan and Atlantic ports,
the United States assumed a position of new importance in Japan's trade.
In 1913 China, taking 34} per cent of Japan's exports, was the leading
customer and the United States was second, buying 29 per cent of her

4 In 1919, however, the United States was again

exports, or ¥184,000,000.
in first place,’and by 19023 the proportion sent to China lmd fallen to

27 per eent and that going to the United States had risen to 42 per cent.
A similar ehange occurred in the position of the United States as a

source of Japan's imports, but in this case British India, supplying

l' p. 384.

1, Pe 384,

3, Vol. VIII, pe. 6445,
359 #648, Pe 19,

1, p. 384, 385,
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24 per cent in 1913, and Great Britain, supplying 16,8 per cent, were sup-
planted during the ware The proportion from the United States rose from
16,7 per cent in 1913 to 37% per cent in 1918 while that from British India
declined to 18 per cent and that from Great Britain to 4 per cent.1

Prom 1913 to 1937 the percentage of raw cotton imports coming from
the United States rose fram 27} to 55, that of iron bars and rods from 8
to 36, and of machinery from 21} to 40, In the last two items great gains
in the war period were lost to a large degree as European countries ra;ntered
the market. Wheat and lumber imports into Japan expanded tremendously during
this time; eabout 35 per cent of the former and 70 per cent of the latter
came from the United States in 1927.z

Silk and eotton yarns and tissues accounted for over 65 per cent of
Japan's total exports in post-war years, Of these, the United States was
the leading market for raw silk, taking 66} per cent in 1913 and 94 per cent
in 1927, and, in 1927, the second market for silk tissues, Although the
proportion exported to the United States rose from 14 per cent in 1913 to
24 por cent in 1918, it had fallen to 13 per cent by 1927, Cotton yarns
and tissues are sent chiefly to Asiatic markets, >

During the war ysars imports fram the United States increased so
greatly as to cause a reversal of the bilateral balance of trade in 1918,
1980, and 1921, In 1920 imports from the United States reached ¥873,000,000,
the all-time high., In 1920 and 1921 the balances with the Upited States
and with all countries were negative, for Japan still required large
amounts of raw materials while her exports declined greatly under the

depression of 1920 and revived foreign competition.4

The Status at the Beginning of Our Period

In 1925 Japan took 4} per cent of the exports of the United States

; 50 fe42, p, 18, 19.
3 5"‘9’ fé42, p, 20, 21,
réa=, p, 21, 22,

l’ Pe XA o, cm .
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and supplied 9 per cent of the general imports; the United States, much
more important in Japan's trade, took 433 per cent of her ex:orts,
principally raw silk, and supplied 26 per cent of her imports (largely raw
cotton). Despite her rather small percentage, Japan ranked third as a
source of imports for the United States, following Canada and the United
Kingdom, and fifth as a market, after Canada, the United Kin{lom, Germany,
and rnnuol |

Crude materials, including rew silk,formed a much larger part and
finished manufactures a much smaller part of Jamn's exports to the
United States in 1928 than of her total exports. Therefore her exports
t0 this country would be particularly subject to falling prices and
declining demand should a depression come, the more so since raw silk
was a luxury as well as a raw mnaterial. | Imports from the United States
waried less from the norm of Japan's trade, the principal difference
being a larger proportion of finished manufactures.

For the United States, crude materials were a far more important
element in imports from Japan in 1928 than from all other cauntries,
vhile other elasses were correspondingly less important. In exports to
Japan, erude materials and semimanufactures were of more importance

relatively than in all exports, while the other classes were considerably

loss significant.

in the M.
The predominance of rew silk and cotton,\between Japan and the United

States is in itself sufficient to make it canplementary for the most part.
The other commodities important in trade are largely complementary, how=-
ver, although they often are dutiable. Jamn's imports of crude petro-

l’“ll. lumber, o0ld and serap iron and steel, wood pulp, hides and skins,

e ——

1 41,
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and phosphorite are all necessary materials for her economy. These or
subgtitutes are all to be had in Japan, but in limited amounts which
must be supplemented, Moulton estimates that only 40 per cent of our
exports to Jaran were competitive., Tea,undressed furs, camphor,
pyrethrum, some vegetable oils, and certain fish and fish products are
exported to the United States and do not compete significantly with
domestic produets, although there is domestic production of synthetic
camphor. Only about 4 per cent of Japan's exports were "competitive™

products before the depression, according to He G. Moulton.l

1 12, p. 474, 475.
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CHAPTER III
CYCLICAL AND MOMETARY COMITIONS AFFECTING
JAPANESE=-UNITED STATES TRADE,

1925-1935

A general correspondence exists between the trade of Japan and the
United States with the world and with each other, the more so because of
their importance in each other's total trude, Certain of the factors
affecting their mutual trade affect trade with all countries; others, of
more limited incidence, may account for variations from the norm,

Thr;o phases are distinguishable in United States-Japanese trade
during this eleven-year periods The first, from 1925 to 1929, was a
tims of ostensible normality; the second, 1930 and 1931, was composed
of depression years during which the trade of all countries, as of the
United States and Japan, declined at an astounding pace; the third, 1932
to 1935, was characterized by marked recovery, beginning for Japan in
1932 and appearing in the statistics of United States trade in 1933.

Prosperity

The high points of Japanese-United States trade corresponded with
those of the total trade of the two countries. Japan's trade with ali
countries reached ¥4,878,000,000 in 1925; her tmde with the United
States amounted to ¥1,671,000,000 Vhile yen values of Japanese-United
States $rade declined until 1928, rising sharply in 1929 to ¥1,568,000,000,
United States statistics showed a rise from $612,000,006 in 19285 to
$690,000,000 in 1929, The total foreign trade of the United States in
the latter year amounted to $9,640,000,000 the highest in history save

for the phenomenal year 1920.1

1 7.5, pe 136; 41; 42,
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Wholesale prices declined in both countries during these years, part
of a worldewide movement, Japan had not returned to gold since the war
and her prices might not have been affected so greatly had she not been
following a progrem of general retrenchment and deflation after the
inflation and boom of the war period and the later reconstruction boom
following the 1923 earthquake. The fall of yen prices largely accounts
for the decline in the yen values of her trade with the United States.

The external value of the yen was moving upward, however, so that the
gold value of her trade actually increased, as shown by the United States
statistics,!

In 1925, Japan was following a program of retrenchment and recon-
struction in an effort to come back to normél.z War-time expansion had
left ber particularly susceptible to the troubles of the post-war depres-
sion, Furthermore, the severe earthquake of 1923 had caused enormous
damage in an area in whichwere located factories producing about 55 per
cent of her output of electrical equipment and 30 per cent of the output
of other mehinery.a The replacement of temporary structures was responsible
for a large amount of bui;ding actj.v:l.ty.4

Attempts to carry on this program in 1926 met with less success owing
to unfavorable business conditions., A general tariff increase on March 29
failed to stimulate business as much as had been hoped.5 The year was
sharecterized by rather gcneral depression and financial stringency.6

The panic in 1927 was the result of a large volume of “earthquake bills",
estimated at ¥207,000,000, which were to fall due that year and which

business men were not able to meet. The government, closely connected with

the banks, had guaranteed them against losses on ocommercial paper held at

Table XLIX,Appendix, pe 181,
51, Pe 440,

$9 #8305, p. 83.

42, 1925, p. 6873,

51, p. 440, 441.

42, 1926,Vol. II, p. 338.
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the time of the earthquake in 1923 and made of little value by that event,
up to ¥100,000,000. Failure to enlarge this guarantee in time resulted in

1 The panic was part of a world-wide recession, also felt in

the mnic.
the United States, but it struck with particular severity in Japan, and
aetually did her good by forcing reorganization on a sounder basis.
Financial readjustment and some progress in rationalizing industry
occupied the next two years. In many ways Japanese industry was on a
sounder basis in 1928 than it had been for sometime. Importers and
manpufacturers bought cautiously, fearing the projected removal of the
g0ld embargo would result in falling pricea.z Business activity was
generally greater in 1929 despite the deflationary mogram of the new

S This government came into office on a platform of

Minseito government,
nfrenchment, a balanced budget without borrowing, and no loans to
priwte business, looking toward the lifting of the gold embargo.4

As a result of this policy and the first signs of the world depression
many projected enterprises were postponed.

The Beginnings of the Depression

In the United States, on the other hand, the recession of 1927 had
given slight pause to most business men and the years 1928 and 1929 were
marked by great activity., Unfortunately, however, far too ﬁm of this
was in real estate and the stock market. Although price levels did not
rise, oredit inflation was present, for the rapidly incereasing produc-
tivity should have resulted in lower prices than existed, Loans to our
European debtors helped to hide the danger here and generated an almost
world-wide oredit expansion, In 1927, partly to help Great Britain
maintain the gold standard, and partly to halt the downmard trend of

‘business in the United States, the Federal Reserve System initiated a

1 54,

2 42' 1929, Vol. II, pe. 390,
3 12, p. 310,

"4 18, p. 74,
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poliey of purchasing securities in order to lower interest rates, includiﬁg
the eall loan rate. By 1928 the inflation was out of control, The stock
market boomed and call rates went so high as to draw funds from domestic
business corporations and fram abroad, With the crash of security prices

1 Other factors of as great

in October, 1929, the world depression had begun.
importance were the result of the post-war malad justments. New producing
areas had entered world markets during the war, both in agricultural
products and in mamufactures. Japan is an outstanding example of the
latter, while the United States benefited in both fields. By 1925 or so the
combatant countries were ready to resume their old places, but found them
filled. Intensified campetition and the larger amounts of raw materials
and foodstuffs being produced and no longer in as great demand by the
ecountries that had largely finished reconstruction activities forced prices
downward, Trade barriers bhad been generally raised since the war by
countries seeking a larger degree of self-sufficiency. Nationalism was
more pronounced. A4dd to these factors the burden of war debts and re-
pafations payments, impossible to meet after the cessation of loans by
the United States in 1928, because of the high tariff barriers in that
country and the maldistribution of gold, and we have sufficient cause
for a depression such as resulted, |
Depression

During the depression period the Japanese government continued its
conservative policy.z The gold embargo was removed in January, 1930,
in accordance with its announced program,> despite the opposition of
business men who thought their prosperity depended upon a currency not

tied to gold. This move necessarily reduced the inflated currency and

1 19, p. 48-54,
2 18, De 74e
3 67 #105, p. 15.






19.

lowered commodity prices1 at a time when the effects of the world deprese

sion intensified the difficulty of adjustment, The government followed
its "no loan®™ policy very closely with the possible exception of the
¥70,000,000 agricultural relief loan, but attempted in several other ways
to ease the situation and improve the condition of industry without much
noticeable success, The index of ¥y=n prices fell from 175 in 1929 to
122 in 1931, As a result of this combimation of circumstances the
situation in 1931 was characterized by the United States Consul as one

of the worst slumps in Japan's economie history.2 In a country where the
government had typically taken the lead in industrial matters and come

to the rescue of business men whenever hard times struck, the force of
deflation under these econditions was particularly obnoxious to the
individual,

Japan was not alone in her difficulty. World prices in gemeral fell 30
to 40 per cent by 1932;3 prices in the United States fell from an index of
95,3 in 1929 to 64.8 in 1932.% The demend for protection led to higher
tariffs in nearly all countries of the world. The United States was among
the leaders with the 1930 Smoot-Hawley tariff. As the depression wore on
and tmde fell to new levels quotas and exchange restrictions were imposed
in efforts to safeguard the balances of trade and the financial positions
of countries. Intense agricultural distress in most countries and a
rapidly growing nationalistic spirit led to further restrictions on trade,
protection for agriculture, and attempts to develop self-sufficiency,
These measures did not reach their utmost intensity until after 1931, but
the retarding effect on world trade of the numerous obstacles that were

in éxistanco during this period was pronounced., Even had there been no

31. Pe 4o

52’ Pe 1.

19, p. 11.

Table XLIX, Appendix, p. 18le
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such changes, falling prices enhanced the protective effect of specific
duties making them a greater barrier to trade.l Japanese exports to
oriental markets were greatly handicapped also by the decline of silver
values making Japanese exchange more costly.2

Measured in gold dollars, the total world trade declined from
$69,000,000,000 in 1929 to $30,000,000,000 in 1931, a fall of 57 per cent.
The total trade of the United States in the same years fell 53 per cent
from $9,496,000,U00 to 44,467,000,000 and the trade of Japan fell 42 per
cent, from $1,965,000,000 in 1929 to 31,136,000,000 in 1931.> 1In yen the
fall was 45 per cent, from ¥4,365,000,000 to¥2,383,000,000,4 the higher
exchange value of the yen causing gold figures to show a somewhat smaller
fall, Japan especially, but also the United States, suffered smaller
losses than did the world in general. The decline of United States trade
with Japan in the period was from $690,421,000 in 1929 to $361,188,000 in
1931, or 48 per cent, It is apparent that Jgpan's trade with the United
States declined more than her trade with all countries although this
same trade fell less than did the trade of the United States with all
eauntriess The former was to be expected in view of the larger proportion
of maw cotton and raw silk, both agricultural raw materials and raw silk
also a luxury product, in her trade with the United States than in her trade
with all countries. Nor is it unreasonable that the trade of the United
States with Japan should decline less than its trade with the world when
we consider that the trade of Japan declined considerably less than world
trade in general,s The importance of raw materials in Japan's trade makes
her smaller decline rather unusual since raw materials are typically the

most severely affected by a depression. However, the dependence of Japan

71. p. 6, 9, 10,
12, p. 311,

71, p. 7.

71, Pe 503,
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for #0 many things needed for her industry may have helped to keep her

trade nearer pre-depression levels.

Recove Ty

Devaluation

Although the recovery period was said to begin with 1932, it really
dates from the reimposition of the gold embargo in Japan in December,
1931, The British suspension in September appeared to be the sign for an
outflow of gold from Japan, which, following a cabinet crisis and the
replacement of the Liinseito government, preceded her departure from gold.l
The depreciation of the yen preceeded at a rapid pace in terms of gold
in 1932, falling at a slower rate in 1933 and 1934, and holding fairly
steady in 1935.2 The domestic price level rose but much more slowly.3
The new government increased expenditures and borrowings at a rapid pace.
Currency inflation was promoted in 1932 but did not go far enough to
cause a very great rise in prices. An abundance of funds was available at
relatively low interest ratea.4

When the gold embargo was reimposed gold shipments could no longer
be used to dbalance the more intense demand for foreign currencies by
holders of yen than for yen exchange by holders of foreign moneys. The
resultant fall in the exchange value of the yen enabled foreign buyers
to pay the same price in terms of yen with amaller amounts of their own
money, which gave a tremendous impetus to exports from Japan. Since
inflation did not take place within the country to any marked extent
there was nothing to send domestic prices up as long as their stocks of
raw materials lasted. As it became necessary to import raw materials

the yen had much less purchasing power in world markets than fommerly

1 3g, p. 1. 4 33, p. 2.
z 9.

3 Table XLIX, Appeniix, p. 181,
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and .pricos were found to be correspondingly higher. Higher raw material
prices tended to force up costs and thus domestic prices. An increased
demand for capital and labor from the export industries wouldalso tend

to force up the prices of these factors of production. However, in

Japan apposing tendencies such as the over-supply of labor and the appeals
of the government actually resulte'd in lower wages. In any event wages
and prices of damestic goods would have responded but slowlye. Export
prices, partially determined by slowly-rising domestie costs thus advanced
much more slowly than the prices of imports in which the adjustment for
the depreciated exchange took place almost ‘at Onceo.

The Japanese Minister of Finance was given the power to prohibit or
restrict dealings in foreign exchange, but it does not appear that he used
it very extensively. His power was later extended under the Foreign
Exchange Control Law and dealers in and holders of claims to foreign
currencies were required to report their holdings or transactions., The

1 Although

primary object of this was to prevent the flight of capital.
the depreciation of the yen was probably not actively encouraged by
government intent, the administration was certainly not anxious to stop it
as long as the results seemed beneficiale

Agricultural distress reached new depths in 1932, but industry was
practically booming due to the favoreble export situation and the dermmnd

2 A spirit

for military goods that accompanied the Sino-Japanese conflict.
optimiem developed in 1932 that faded rather rapidly in 1933 with the
panic in the United States. The bank holiday of that year assumed very
serious proportions for a time and an extremely large number of banks

remained closed after the moratorium, Exports of gold were not renewed,

however, As in the case of Japan there had been a change of administration

1 8See also p.31.
2 33, Po 8’ 50
3 36, January, 1933, pe l.
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and radically changed policies ensued, The departure from gold was to
facilitate a policy of reflation; certainly there was no suggestion of a
loss of gold sufficient to rorce.thg United States from the standard.l
This episode temporarily halted Japanese trade with this country and caused
great uncertainty thereas to the erfects upon yen exchange and her export
trade of the fall of the dollar.2 This fall did check the decline in yen=
dollar exchange, and it rose to somewhat higher levels in the next two
mra.a The British devaluation had given that ecountry an advantage over
the United States in selling to Japan, for the yen was worth 78 per cent
of par in terms of sterling in 1932, but only 56 per cent in terms of
dollars.® After the fall of the dollar in 1933, United States exporters
improved their positions, although rising commodity prices in this country
largely offset the exchange advanmge.s The upturn of prices that began
in 1933 in the United States® was partly the result of better conditions
that prevailed throughout the world, partly the result of the depreciation
of the dollar, .o.nd partly the result of the NRA and the AAA. The upturn
in the trade of the United States with all countries and with Japan also
began in this year. On January 31, 1934, the gold value of the dollar was
provisionally rixed at 59,086 per ecent of the old parity."
» Trade Exmnsion

Japan's trade expansion continued in 1933 and 1934 despite diffi-
culties. The rapid depreciation of the yen meant rapidly rising prices
of imported raw materials which are so essential to J’apane.se exports. At
first acocumulated stocks postponed the ill effects of this; in later years
rising costs from this .aource have been nearly balanced by increased effi-
ciency and lower wages as mentioned above. Production costs have probably

risen less with recovery in Japan than the United States.

19, p. 121, 122, 5 36, June, 1933, Dpe le

36, March, 1933, p. 1. 6 Table XLIX, Appendix, p. 161,
Table XLIX, Appendix,.p. 18l. 7 9,
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New investiments had fallen off greatly from 1929 to 1932, but were
resumed in 1933 and 1934 in large amounts, although still far below those
of 1926 to 1928, In many cases these were projects postponed in 1929.l

There was a temporary lag in business during the first half of 1935
resulting from apprehension over international exchange and currency
developments, uncertainty over United States condition, fears of a curtail-
ment of exports as a result of foreign restrictive measures, and tightness
in the money market during March and April. A marked improvement in busi-
ness in the United States and the speculative incentive offered by the
Italo-Ethiopian War joined with the continuing favorable factors of the
recovery phase to send foreign trade above the peak year 1925, Progress
toward rationalization, the coordimation of exporters, and the diversi-
fication of exports continued, 2

Government expenditures on a mammoth scele accompanied by unbalanced
budgets and extensive borrowing marked the recovery period in both Japan
and the United States. Japan's national debt increased from ¥3,032,393,000.
on December 31, 1929, of which ¥1,446,896,000 was foreign? to ¥9,982,902,000
at the end of November, 1935, of which ¥1,396,613,000 was foreign® The
United States had reduced its national debt under previous administrations,
but during this period it rose to a new peacetime high of over $30,000,000,000,
This, howsver, is wholly internal and our resources are such as to make it
a mtter of less concern than is the debt of Japan.

Even when measured in old gold dpllara, the part of Japan in world trade
increased during this periode Her share rose from 2.9 per cent of the world's
import trade in 1931 to 3.4 per cent in 1934 and from 3,0 per cent of the

export trade in 1931 to 3.5 per cent in 1934, The United States in the same

period lost in relation to total world imports, falling from 10.1l per cent

36, J‘mry’ 1935. Pe 6. 7.
38, P 1, 2,

12, p. 242, i

37, December. 23, 1935, p. 10.
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to 8.3 per cent. Its share of world exports fell from 13,0 per cent in
1931 to 11,5 per cent in 1934,1

Using the eountries' own currencies we find that the proportion of
trade with Japan in the total trade of the United States jumped from 8.1
per cent in 1931 to 9.2 per cent in 1932, but it failed to hold this gain
and was back at 8,3 per cent in 1935.2 A similar movement took place in
the relationship of Japanese-Unitgd States trade to the total trade of
Japan, measured in yen. The proportion was 32 per cent in 1931, jumped
to 35 per eent in 1932, and thereafter declined to 27 per cent in 1935.3
This movement may be accounted for in large part by the following facts:
Exports of raw silk to the United States rose in value in 1932 over 1931,
but fell in subsequent years. Raw silk also accounted for a larger
proportion of the total exports of Japan in 1932 than in following yeafs,
although not as large a proportion as in preced ing years. Imports from
Japan emstituted 10 per cent of total United States imports in 1932,
more than in any other year of this eleven-year period. Raw cotton, an
important item in Japan's import trade, was secured more largely from
this country in 1932 than in the years before and after, the spread
between the prices of United States and of Indian cotton having been
much less than usual in that year. Japanese imports of raw cotton from
the United States doubled from 1931 to 1932, The increases in these two
eommodities in 1932 were the principal causesfor the relative increase
in importance of Japanese-United States trade in 1932, Since that year
.81lk imports into the United States - have declined and Japan's cotton
has came more largely from other sources. Imports from the United States
have become larger than exports to it,reversing the pre-depression

situation. The tremendous expansion of Japan's exports has taken place

1 42; 1935, p. 376; 1933, p. 348.
2 Gemeral imports and domestic exports, 41 and 58.
3 71, pe 503; 42; 39, '
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principally in commodities not adapted to the needs of this country, so
exports to us have become much less important than formerly. This decline
was toogreat to be balanced by the increasing importance of imports from

the United States.t
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CHAPTER IV

GOVERILENTAL MEASUR:S AND COSTS
Government activities mather closely connected with cyclical and
monetary conditions have been bpriefly mentioned in the preceding section.
This was done in order that the effects of govermmental policies might
be seen and that the cyclical changes be explained in some degree. Hoy-
ever, meny of these measures and others less directly related to the
above deserve the fuller treatment which is given here.

Jamneses Commercial Policy, 1925-1935

Japan's Problems

A long history of economic leadership has perhaps given the Jap-
anese government a greater feeling of responsibility for the economic
welfare of the ecountry than other governments have whose recent past has
been somewhat less concerned with such subjects. Probably of more
immediate importance is the peculiar social and financial structures
wherein some half dozen families hold about 90 per cent of the national
wealth. They cooperate closely with each other and exert a great influ-
ence upon the government,l thus effecting an extensive control over the
industry of the whole nation., Another factor of great and increasing
importance is the threat of an excessive population. Until 1926 the
inerease roughly paralleled the country's economic growth. The latter
has slowed down since 1926, however, while the rate of population
increase has adwvanced, The former growth was accompanied by higher
standards of living, but a continued econémic expansion as rapid as

that during the world War and the following years is hardly to be

1l 6.3, pe 154-5; 70,7, p. 186.
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expscted., Furthermore, although population pressure has already resulted
in extensive overmanning of both private and government working staffs,
with the caming of working age of largze numbers already born, the problem
will become intensified.l

Another problem of great concern to the government was Japan's
persistent import balance of merchandise trade. The negative balance of
Japan proper averaged about ¥ 250,000,000 from 1925 to 1928 and about
¥70,000,000 in the next 6 years, far less than the narmal post-war bal-
ance. JIn 1935 the balance of trade reversed and Japan proper had an
export balance of ¥27,000,000 although the balance of trade of the Empire
raemained negative as it had been previously, although by only”¥15,000,000.2
In the first half of 1936 tariff pressure on major exports and large
impqrts for the munitions industries gave Japan the largest import balance
for the six months since 1931.°

For the period from 1923 to 1928 a positive balance of invisible items
was not enough to offset the trade deficit and there was an adverse yearly

net balance of payments of ¥102,000,000 for Japan proper.4

A summary of

the balance of payments of the Japanese Empire, 1927 to 1934, reveals

that active balances from shipping and other services rendered to foreigners
exceeded the passive merchandise balance by small amounts in 1929, 1932,
1933, and 1934, Before 1929 there was a net capital movement into Japan,
offsetting debit balances on account of merchandise and gold movements

and aervicea.s In 1929 she was a net international debtor to the amount

of ¥910,000,000.6 Since that year the net movement of capital has been

outward, mostly in the nature of investments in foreign securities and in

12, p. 385, 386, 396=9.

67 #105, p. 14, 23, 24; 39, p.l.
39.5.

13, p. 419-22.

67 ‘105. Pe 23, 24,

18, p. 274.
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Manchuria and repatriation of Japanese securities. This has been balanced

largely by net gold exports.l

Whereas in former years the positive balance of trade of Japan proper
with the United States was not large enouzgh to offset her import balance
with all other eountries, from 1932 until 1934, when these balances were
reversed, the import balance with the United States was greater than the
export balance with allother countries.2 In 1935 her import balance with
the United States was smaller and was exceeded by her export balance with
all countries, giving a net export excess of ¥26,837,000, although the
Empire still had an import balance of ¥14,700,000,°

Government Initiative

Japan's industrial and commercial development has been accommnied
by more government aid and control than that of any other ecountry in the
same era., Many industries were first begun as governﬁent enterprises,
rarticularly mining, textiles, railways, shipping, iron and steel, and
sugar refining. These were to be turned over to private enterprise as
soon as practicable, but the government had still 371 factories as late
as 1928, Public policy has seemed to call for the continuance of the
government in thé fields of transportation and communication. In addi-
tion to direct activity of this sort there has been an abundance of
subsidies and loans from the regular and special banks.? There are
several government monopolies and control schemes in operation; there
has been economi¢ and military penetration of the mainland; emigration
to Brazil has been encouraged; and exports have been promoted by govern-
ment inspection, by the depreciation of the yen, and by other methods.,

Of course, the protective tariff has not been omitted. Had the government

1 67 #105, pe 83, 24.

2 67 #105, p. 8.

3 39, pe 1o See also p.42 below,
¢

13 ] p ° 318-18 'Y
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not actively encouraged the industrialization of the nation, progress
would have been much slower in spite of the fact that agriculture was in
a state of diminishing returns, for, in addition to the lack of expcrience
and of capital, the Japanese were greatly inhibited by reverence for the
traditions of their fathers. Of greater significance than the direct
participation were the energies spent in establishing general economic
objectives, in studying and adapting the institutions of other countries,
and in promoting the more or less simultaneous development of the parts
as a coordinated economic system.l

Subsidies

Subsidies have taken the forms of direct grants (more or less) and
of loans (not always repaid) from government-controlled banks. Among
others, there were loans to the silk industry and to shipping concerns in
1930. There have been aids given to almost the whole field of economic
activitye, Intensification of the effects of the world depression after
Japan returned to gold on January 1, 1930, resulted in a subsidy con-
sisting of half the wage cost for the promotion of local engineering
works in which the wage bill would exceed 30 per cent of the cost, as a
measure to relieve unemployment. Since shortly after the time of the
Restoration, the shipping and shipbuilding industries have received
attention. The usual methods, reserving coastwise trade for vessels ol
her own nationals, granting profitable mail contracts, and putting a
tariff upon imported ships, are accompanied by the admission free of
duty of shipyards' steel imports and the payment of a bounty to Japanese
steel manufacturers upon the steel used in building or repairing ships

in Japan. In 1930 subsidies were granted to shipping and shipbuilding.

1 18, p. 338-7
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These often permit the government to require low freighi rates upon
certain commodities when it desiress A few more samples of the range of
these grents follow: automobile production, small business men and mAnu-
facturers, indigo and fertilizer manufacturers, ingurance companies, and
stock exchange, Particular efforts lmve been made to build up the indus-
tries needed for national defense and self-sufficiency. The prevalence of
government aid has made the people unusually ready to turn to the govern-

ment for support in crises and to do their best to shift losses to the

state, i

Export Promotion

Two export guild laws were passed in 1925 permitting the combination
of exporters of the same kinds of articles. Although receiving special
privileges, few had attained any great success by 1930‘,"“ but in later
years they became more prominent.3 KExported merchandise must meet the
government's standards.‘

Among other measures of more recent years were the Export Indemni-
fication Law of 1930, the Exchange Control Bill of 1933, and the Trade
Protection Law of 1934, The first of these was designed to encourage
exports through indemnifying banks for losses on loans secured by
exports in accordance with the law. It apparently did not increase
exports very gnaa‘l:ly.5 Although the .Ta.paneée Finance Minister already
had the power to prohibit or restrict dealings in fbreign excﬁange
(not, apparently, used very extensively),6 the Foreign Exchange Control
Law was put into operation in May, 1933. It was originally intended

to prevent the accumulation of Japanese funds abroad, but the provisions

were extended to cover also commodity exports that the goverrment might

8.5, Po 37793,
31, Pe 78.

38, De. 2

12, p. l44.
31, pe 79
70.5’ P. 591,
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be able to limit them if nscessary to prevent the raising of foreign tariff
barrioro.l These things it set about to do by giving the government the
authority to prohibit or restrict transactions likely to create the flight
of capital, The transactions instuded and the manner of control were set
down in detail in ordinances of the Department of Finance. Remittances
with the objeet of transferring capital, purchases of réreign securities,
and loans expressed in foreign currencies might not be made without the
permission of the Minister of Fimnce. Holders of and dealers in foreizn
exchange and securities expressed in foreign currencies were required to
yeport their holdings and transactions, The government could require
holders of securities or claims expressed in foreign currencies to sell

them to the Bank of Japan or others to be designated.a

Through these
regulations exports could be controlled should it seem desireable.

Efforts continued in 1934 toward the reduction of the restraints put
upon Japaness exports by foreign countries, but with little success. There
were at this time 61 export guilds maintaining strict control over produc-
tion, exports, and prices, hoping to forestall retaliatory measures. The
Trade Protection Law in force since kay 1, 1934, was intended to protect
Japan's foreign trade, particularly against restrictive measures undertaken
by the receivers of her goods: The government, - given the power by this
measure whenever it feels it necessary for the purpose of safeguarding
commerce or adjusting trade in angwer to measures undertaken or proposed
by foreign countries, may impose additional duties not to exceed their
ﬁlue upon specific articles for a specified time, may reduce or remove

import duties, or may prohibit or restrict imports or exports.3

1 36, December, 1933, p., 1, 36, 37,
g2 1, p. 338, 339,
S 1, p. 423,




N



33e
Not extensively treated in this section since it bas been previously
dealt with is the factor of greatest importance in promoting exports--the
depreciation of the yen. The immediate effect of this was to lower the
prices of Japanese goods in terms of foreign currencies, while yen prices
did not respond immediately. While the yen was falling Japan could buy
raw materials, process them, and export them later at a lower exchange
rate. This adwntage has disappearedl and yen prices have risen, as was
bound to happen, especially since such a large part of Japan's raw materials
are imported, Large stocks of certain important materials were on hand at
the time of the departure from gold, however. This postponed the evil
effects of rising import prices for a time, while railing wages and the
improved organization and greater efficiency that have resulted from the
rationaligzation movement to be described in the ensuing section went a
long may toward nullifying the effects in later years. Nevertheless, they
cannot be permanently avoided.
Rationalization
A great deal has been done to lower costs by the rationalization
movement, sponsored by the goverment. More efficient methods, better
equipment and machinery, and unified action to control production have
resulted. The 1923 earthquake, the 1927 financial panie, and the 1930
deflation weeded out mny concerns, leaving the others in a more favor-
able position to compete, Agriculture and sﬁall-acalo industries have
not benefited greatly with regard to methods and equipment, but unified
purchasing and selling through guilds and export associations have aided
them as well as the others,
This program was pushed more intensively with the beginning of the

depression. The overproduction that has developed in many industries has

1 40.2,
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been largely controlled through the associations that have been set upe
The Govermment is opposed to price-cutting in foreign markets and flood=
ing them with goods, fearing retaliation.t
Labor Costs
Wages are far lower, in Japan than in the United States, but less so
then is commonly believed. In December, 1934, the average daily wage for
~male workers in 59 classes of industry was 2.03 yen for 10,27 hours work,
and the .vegage daily wage for female workers in 14 classes of industry was
«76 yen for 9,287 hours.2 Hours were cut about 15 per cent in 1929 for women
and ochildren under the factory law passed in accordance with the Geneva Labor
Convent:lon.3 In addition to regular wages, workers receive bonuses and
supplementary services of many kinds. iiany factories employing women furnish
dormitories, recreation, and other eonveniences, besides feeding the workers
at low cost.4 The small industries and household enterprises usually offer
lower wages and fewer advantages, while they demand longer hours., Simple
tastes and a cheap standard of living may be satisfied reasonably well with
these wages.5 The large surplus of available labor in agriculture, where
conditions have been much worse, especially since 1929, presses wages down.6
Industrial workers form a very small part of the whole7 and industrial
prosperity depends so largely upon export markets that to a considerable
extent wages have depended upon the prices that could be obtained in them.8
However, despite increasing prosperity, wage rates in 1934 were 8,9 per cent
below those of 1931.9 Other factors making this possible were the acceptance

by the workers of the government's claim that such a trend was necessary in

1 67 j10s, p, 27, 28; 37, July 24, 1935, p. 15, 16, 18, 19; 1, p. 687-90.

3 50 jeaz) p. 7.
o #1005, p, 26; 35, p. 134,
#1OS | p, 26; 35, p. 134,

o foaa "yl g,

35’ P ’? Pe 27.
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the national emergency and the rapid growth of population (nearly a million
per year).t

Actual labor costgare higher than the wage scale would indicate., The
effectiveness of Japanese workers and industry is less than that in Western
countries in almost all industries but _textiles.z Nevertheless, being a
newly industrialized country, her efficiency has been rising relative to

3
that of the older industrial countries and faster than waze rates.

The Militaristic and Imperialistic Policy of Japan

The army and navy have always been unusually influential in government
affairs in Japan when they chose to exert their influence. Under the
conservative Minssito government the expenditures for military purposes
wore reduced markedly. As a consequence, the military party was active in
securing the overthrow of that government in 1931 and outdid itself when
it again received power. Large army and navy budgets since that time have
meant heavy expenditures contributing largely to industrial prosperity and
to. the national debt.4 The army,apparently, began the trouble in mnchuria
without the consent of the government, which found itself obliged to support
the action. Sizeable exports from Japan to the new state of Manchukuo have
resulted from the change in control, but shipments to China have declined.

Although it is difficult to be certain just what is the Japanese
policy, Manehukuo is the most recent step in a long-developing program of
penstration of the mminland, She had previously made extensive investments
in China and Manchuria, but after the establishment of the state of Manchu-
kuo, a more definitely planned program seems to have been instituted. Japan

has been given the right to maintain certain of her military forces in

Manchukuo for cooperative maintenance of the national security; the Japanese-

67 #105, De 27,
6, P 204-5,

67 #105, P. 27,
85, p. 15, 16.
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govermmsnt-controlled South Manchuria Railway Campany is to operate all
Manchukuo-owned railroads and carry on much new construction; end, in
general, Japan has pretty largely financed the development of the state.

The Manchukuo Information Bulletin, No. 37, published March 1, 1933 by the

Department of Foreign Affairs of the Manchukuo Government states, ™The
principle of the open door and equal opportunity will be observed..."
Discrimination against others than Japanese has been charged, but upon
unsertain foundations, though it is said that Japanese o0il companies

receive a different classification and, in that way, a lower rate. How=-
ever that may be, Japan, including Korea, took over 48 per cent of Manchu=
kuo's exports in 1933 and furnished over 66 per cent of her imports. Euro-
pean and American firms are leaving or losing out, save where there is little
Japanese competition.l According to He F. Timperley, Manchukuan officials
are unable to suggest any openings for American capital. Japan has many
legitimate trade advantages, but the foreign merchants complaiﬁ of smuggling
across the Kwantung leased territory from Dairen and of Japanese merchants
importing piece goods through the Japanese parcel post, thus evading the
duty.g Most of the Japanese in Manchukuo are advisors, engineers, officials,
skilled workers, merchants, etc., but there are practically no permanent
settlers, The Japanese farmers live too well in comparison with their
efficiency to compete with the Chinese, but colonization schemes are being
continued, nevertheless. Many say that the resources and market have been
overestimated and that many of the investments made so far can only be
Justified as stragetic measures. In any event, it will be long before the
returns justify the economic expenses, let alone the political and military
disturbances.®

Many believe that the pressure of population has been the cause for

1 6.8.
2 20.5, p. 300, 301,
3 6.8,
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such an adventure as this in lanchukuo. H. Vere Redman, an English
observer in Japan, differs,stating that in his opinion the increase of
population has served more largely as a defense for policies actually
carried out for mational political reasons. In any event, if the economic
pressure continues unalleviated by the expansion of exports the nation
will probaoly resort to war before the people will accept lower standards
of living.!

United States Measures

The attention of the United States govemment has been given princi-
pally to domestic recover. Foreign trade is far less vital to the econo-
mic welfare of a country as large and abundantly supplied with raw materials
as ours, The balance of merchandise trude has been positive ever since 187&?
and ?hns has given little concern to the government although this may not
be a very sound situation for a creditor country as regards the world at
large, In 1929 and 1930 the export balance amounted to over 370.,00C, but
it averaged only 276,000 from 1931 through 1935. Trade with Japan appears
not to have been a decisive factor.

Such measures for the promotion of exports as the export banks set up
under government sponsorship and the trade agreements have not affected
trade with Japan directly to any large degree. Two measures for domestic
recovery have been far more important, the NRA and the AAA. The former
increased costs in most industries by requiring higher wages and shorter
hours at a time when recovery had scarcely begun, if that. It permitted
cdmbination within the industry which resulted in higher prices, thus
minimizing the favorable effects upon exports of the depreciated dollar.
Quotas or additional fees were imposed on several imported commodities

under this law in order to protect domestic producers uner the codes.

1 18, p. 28, 27, 32.4, 218,
2 7.5, p. 110,
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The AAA achieved the same results in a different way, with the aid
Of & severe drought. Crop reduction, government loans on surplus cotton

At @ fixed price, and processing taxes helped raise the prices of agri-

Cultural praductse.
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CHAPTER V

SIGNIFICANT CHANGES IN JAPANESE-UNITED STATES

TRADE RELATIONS, 1925-1935

The General Movament

Movements of United States-Japanese

Trade, 1925 to 1935

1

Table I, page 40, présents the values of United States-Japanese trade
from 1925 through 1935, The Japanese currency giveszbetter indication of
the movements as they affected Japan, while United States dollars are
more significant with regard to our own economy. Aside from currency
differences, the import statistics are likely to be more accurate than
export figures for the same trada.l

In yen, the high point for the total trede was in 1925, with a value
of 1.7 billions of yen, although dollar values show the high point to have
been 690 milliongof dollars in 1929. Falling price levels and the rising
exchange valus of the yen account for this variation in large part.

Measures of the physical volume of trade have been found only for the
trade of these countries with the world. Furthermore, they so frequently
disagree with each other that it has not been thought worthwhile to present
any in this study. It is probable, however that the trend of Japan's exports
and imports, by quantity, was upward before the depression., It is presumed
that trade with the United States, who filled a larger plaoo in the total

trade than any other eountry, followed similar lines.z

1l For other variations see footnotes to Table I, page 40.
2 67 #105, p. 15.
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After falling by 53 per cent from their 1929 level, exports to the
United States began to rise in 1932 following the depreciation of the yen.
A small fall in the quantity and a drastic fall in the price of raw silk
exports in 1934 far outweighed the 14 per cent increase in the value of
other cammodities, with the result the lowest figure of the eleven years,
399,000,000 yen.l The United States statistics present a decline in
imports from Japan lasting through 1934. That the country was still on
gold before 1933 explains the apparent contradiction of the Japanese figures.

The available measures of quantity indicate that Japan's exports to all

e

countries did not fall off greatly in volume during the depression years and

rose t0 record amounts after 1932 or 19:33.2 Although the volume of exports
of all other commodities than raw =silk to the United States rose very much
after 1931 the volume of raw silk exports declineds It is not certain what
was the trend in the net volume of exports to the United States.

Imports fram the United States increased startlingly after 1931, reach-
ing 810,000,000 yen in 1935, not far below the 1920 record of 873,000,000
yen. The United States statistics do not show as large an inerease, since
monetary devaluation did not go as far as in Japan, noxr do they reveal the
increase as beginning until 1933, when the devaluation occurred in this
country. |

Because the prices of Japanese imports rose more rapidly (in yen) than
the prices of exports, the high import.walues following 1932 do not reflect
a corresponding inerease in the physical volume of trade. Raw cotton,
constituting over half of the imports by value, actually decreased in value
through 1934, however, although not as rapidly after 1932 as other commod-
1tiol.3 In the recovery period the barter terms of trade were unfavorable to

Japan., She exported large quantities to the United States at low prices and

1 87 #105, p. 35.
2 71, p. 529; 9; 10, p. 185, 186; 67 #105, p. 14; 44, 1933, p. 123, & 1934,

pe 106, 107,
3 69 #105. Pe 366
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imported relatively smaller quantities at high prices. The total value
of imports was much greater than that of exports. The things that Japan
sent to this country were in relatively small demand, especially raw silk,
the bulk of her principal exports. On the other hand, her dependence for
raw materials compelled her to buy extensively of raw cotton and other
things from this country. Prices were determined in world markets and since
she couldn't do without the s0ods she had to pay them.

The Bilateral Trade Balance

In 1932 United States-Japanese merchandise trade showed an export

balance for the United States for the first time in 10 years. In 1934

sy port balomce)
this amounted to 91,000,000, as compared with §173,008,0004in 1929. The

principal causes for this reversal were the fall in the value of raw silk
imports and the rise in the value of raw cotton exports. Both the guantity
and the price of raw silk declined; the quantity of raw cotton has declined
since 1932 (but is still well above the pre-depression average) and the :
price has risen. In 1934 our exports of raw cotton exceeded in value our
imports of raw silk. Exports of all other commodities than raw cotton
exceeded in value imports of all other commodities than raw silk. Since
1932 these exports increased more rapidly }n both quantity and value than
the corresponding imports. Our exports to Japan increased largely because
she was compelled to buy raw materials and semimanufactures that could be
purchased here advantagéously; our imports from her did not increase as
greatly, even exclusive of raw silk, since the expansion of her exports wus
in low-priced, low-quélity goods for the most part not readily sazleable in
this country of relatively high purchasing power, effective producers in

many lines, and high tariff walls.1

1 67 #105, p. 33-8.
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The Relationship to the Total Trede of the Two Countries

Japan's Part in United States Trade

From Table I, page 44, it appears that Japan has become a more
important market for United States products during this period. During
the first phase over five per cent of our total exports went to Japan.
In 1934 the proportion had reached 9.8 per cent. Raw cotton played the
most important role here as above. To a certain extent this shift is an
outgrowth of the depression since the lowered purchasing power of world
markets has made price more importaunt to consumers. It was on a price
basis largely that Japan's phenomenal export expansion grew. As a result
of this éxpansion she has increased her imports from the United States
more rapidly than other countries. In the future she may have to furnish
higher quality goods, but she will be in a better position to do so.l
At the beginning of this eleven-year period Canada, the United Kingdom,
Germany, and France ranked ahead of Japan as markets for United States
goods. For a time Japan alternated with France for 4th place, but by
1932 she had climbed into 3rd place, ahead of Germany, where she remained.

Japan's proportion of our total imports moved upward haltingly to
reach 10 per cent in 1932, Imports of silk in 1931 and 1932 nearly up
to the 1929 level in quantity helped offset the decline in prices. The
decline in the quantity and value of silk imports in the next two years

overbalaneed the increase in other commodities so that total imports

from Japan were still falling when those from other countries were rising.2

Not until 1935 did imports from Japan begin to rise. As a consequence the
proportion of our imports from that source dropped to 7.2 per cent in

1934, She was second only to Canada as a source of imports in every year

1 40.2.
2 67 #105, p. 34, 35.
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but 1925 and 1935 when the United Kingdom surpassed her.

The Part of the United States in Japan's Trade

Throughout this eleven-year period the United States has been Japan's
most important supplier. In the recovery period her share of Japan's
total 1mpofts stood at a new level of about one-thirde As exports of
eotton goods led Japan's recovery imports of raw cotton increased., lore-
over, the United States supplied a larger proportion of Japan's total
imports of cotton. Decreases in quantity have been more than compensated
by higheprices. This is not the sole factor, however, for after 1932
imports of other commodities from the United States rose faster than those
of raw eotton.l

Over two-fifths of Jepan's exrorts went to the United States from
1925 to 1929. In the following years the pronortion fell until it reached
18} per cent in 1934, due to the decline in silk prices and to the rapid
expansion of exports to other markets than the United States, as explained
beforo.2 Almost since the beginning of trade with Japan the United States
has been her largest customer. This position was lost in 1934 to Manchuria
and Kwantung, considered together, but it was regained in 1935. Had those
eountries been ssparated the United States would have been first in 1934,
but since a large portion of the shipments to Kwantung eventually reaches
Manchuria they should be Joined.5

The United States is far more important in the trade of Japan than
Japan isihthat of the United States. This is not at all surprising in
view of the size and wealth of this country. The remarkable thing is that
a ecountry as small and devoid of resources as Japan should bulk so large

in our trade. The dominant position held by the United States in the

1 67 #05, p. 38, 37.
2 67 #105, p. 35.

3 35, Pe 94, 97.
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foreign trade of Japan has joined with other factors to tie thé two countries
closely together in business matters. As the United States Commercial
Attach; in Tokyo, Frank S, Williams, has said, Japan's whole industrial
structure is essentially American, having been developed largely with our
engineers and machinery. The close proximity of the two countries, the
personal contact maintained through the gsteady flow of travellers in both
directions, and the intense interest shown in every financial, economic,
and social developmsnt in the United States are indicative of the extremely
6lose relationship between Japanese business conditions and conditions in
the United States. The countries are fortunate in that trade is largely
supplementary. Given careful consideration of such minor trade disputes
as are bound to arise occasionally, trade should continue to grow to the

mutual advantage of both countries.l

1 35, p. 102, 103,
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CHAPTER VI

TARIFFS IN RELATION TO UNITED STATES-

JAPANESE TRADE, 1925-1935

Japan

In 1924 Japan imposed a luxury tariff of 100 per cent on designated
articles, hoping to reduce the import balance of trade, to curb extrava=-
gant spending, and to raise revenue. In 1925 the list of commodities
affected was amended by removing articles imported for industrial use,
materials for reexport, and certain others from the luxury class. The
revision of 1926, a general increase, was deciared to embody the
following principles; (a) Free entry for raw materials not domestically produced
(or produced in insufficient amounts); (b) protection for staple industries
with bright prospects; (¢) the same or lower import duties if home products
are able to compete; (d) lower duties on necgssities of 1ife; (e) high
duties on other than necessities, to discourage consumption; and (f) a
greater proportion of specific duties. A law passed on June 16, 1932,
provided for the assessment of specific duties on a basis of 135 per cent
of the existing rate for the time being, with certain exceptions.l In

2 Japan's leading imports from the

1933 the rates were again raised.
United States in 1929 were raw cotton, wood, petroleum products, agricul-
tural products (wheat, rice, and tobacco), automobiles and parts, minerals
(iron, lead, and aluminum), machinery, hide and leather, and fertilizers.
Although materials to be used in further production predominate, only

raw cotton, old iron, hides, and certain fertilizers were admitted free

of duty.3

1 1, p. 422, 423, 1296, 3 71, p. 220.
g2 71, p. 214-18,
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Duties upon imports of foodstuffs and agricultural products have

been increased during this period. They tend to weaken the ability of

Japanese industrialists to compete in foreizn markets, but are a political
benefit and may be the result of recognition of the dangers of relying
upon export markets as a means of paying for food imports in the face

of increasing duties levied by foreign countries.

Japan's own policy has thus tended to restrict her exuorts, reducing
the purchasing power of other countries for her goods by opposing imports
from them, and increasing the costs of her manufacturers (eventually, if
not already) by giving protection to agriculturul products and to the
domestic production of semimanufactures and raw materials. In view of
her abundant labor supply it would seem wise to facilitate the imports
of such raw materials and semimanufactures as might be processed into
fini shed goods. Those industries in which the value added in manufacture
is great should be encouraged, even if this means doing without s:me of
the others.® Such a program will probably not be adopted, for Japan is
81ving great attention to the develoyment of self-sufficiency for military reasems
and necessarily excluding the above projecte

The United States

During this period two tarifls have been in effect in the United
States, The Fordney-McCumber tariff of 1922 was known as a highly
Protective measure; the Smoot-Hawley tariff of 1930 was far :ore so.
Regn raless of speeches to the contrary, Congress followed no definite
POliey in formulating either of these measures, unless, of coursse,
Tariff measures

8@curing reelection may be termed a tariff policy.

have been chiefly the result of trying to please conflicting pressure
———

]é 71, p. 467.
12' p. 477-9.
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groups. Those that were thoughtto control the most votes were served.
¢(ne result of this was increased protection to agriculture. Another was
the pyramiding of rates by éiving protection to the raw material producer
and then raising the rate with successive stages in the fabrication of
that raw material to campensate for the higher costs of raw materials in
each stage of manufacture as well as for any disadvantage the domestic
producer may be successfully claim.l In addition to these general tariffs
certain changes under the flexible provisions of the laws and added fees
or quotas applied under the NIRA have affected individual commodities and
will be mention in that connection.

Jamnese-United States trade was also affected by the increasing ad
. valorem equivalents of specific duties when prices were falling. United
States imports from Japan in 1929 paid an equivalent ad valorem duty of
4,5 per cent; in 1931 they paid 6.9 per cent. Computed merely upon
dutiable imports these percentazes were 37.1 and 44.5, respsctively. These
may be compared with 13.3 per cent upon both free amd dutiable imports
from all countries in 1929 and 17,7 per cent in 1931 and 40,1 per cent
upon dutiable imports in 1929 and 53.2 per cent in 1931. Japan appears
to be at less of a disadvantage than most countries, especially when the
rates upon all imports are considered, since the large raw silk imports
free of duty. send that rate to a very low point.2

A compilation of the United States Tariff Commission, using general
imports until 1934 and imports for consumption in that and the following
year, shows that duty-free imports from Japan constituted 88.3 per cent
of the total in 1928 and amounted to $339,000,000. This proportion
declined to 1934, when it was 71.2 per cent and duty-free imports were

valued at 849)00,000, The first nine months of 1935 showed an increase

1l 71, Pe 283=5.
2 71, p. 9, 10.
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in value over the same period in 1934, but they were a smaller proportion
of the whole, since dutiable imports were increasing more rapidly. The
principal reason f§r this decline was the greater fall in raw silk prices
than in the average for dutliable goods. Dutiable imports have risen in
both quantity. and value since 1932, In terms of quantity dutiable imports
probably were materially larger in 1934 than in 1931, although not much
greater in value.l

Moat of Japan's exports to the United States are not directly
sompetitive.2 However, relatively few enter free of duty, the principel
ones being réw silk, tea, undressed furs; and pyrethrum. From the
narrow scope of the free list and the high rates upon the manufactured
products in which Japan has such an advantage as to enable her to sell
them here 1p fair quantities it would appear that our tariff was formed
upon a basis of "™comparative disadvantage"--that only when this country
was exceptionally unfitted to produce a commodity was its import unre-
stricted and not always 'chen.:'3

Free imports of crude materials alone (principally raw silk) made
up 85 per eent of all imports in 1928 and 65} per cent in 1934, The
1930 tariff act had no effect upon this., Finished manufactures imported
free of duty rose relatively from § of 1 per cent in 1928 to 1.3 pef
cent in 1934 while dutiable imports climbed in proportion to the total
from 8,0 per cent in 1928 to 20} per cent in 1934, This reflected
Japan's incereesing industrialization and the great decline in raw silk
imports. Semimanufactures likewise increased relatively, the dutiable
from 1,1 per cent in 1928 to 3.0 per cent in 1934 and the fres from
+«8 per cent in 1928 to 2.8 per cent in 1934, Free imports gﬁined on the

dutiable in this class, perhaps a result of higher rates on the dutiable

1 g7 #1105, p. 38-40,
2 18, p. 474.
3 71’ p. 210’ 219.
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items under the act of 1930, Free imports of crude foodstuffs rose
proportionately from 1.6 per cent in 1928 to 2.6 per in 1934, while
dutiable imports, after increasingﬁﬁmportance from .5 of 1 per cent in
1928 to «9 of 1 per cent in 1930 accounted for an average of only .2 of
1 per cent from 1932 to 1934. 4An increase in the tariff on dried beans
from 1%¢ to 3¢ per pound in the act of 1930, in conjunction with low bean
prices, was the principal cause of this relative (and absolute) decline.l
A decrease in the proportion of thLe total accounted for by duty-free
manufactured foodstuffs from «3 of 1 per cent in 1928 to 008 of 1 per
cent in 1934 may also have been due to a reduced free list in the tariff

act of 1930, In the same period the proportion of dutiable manufactured

foodstuffs rose from 1.8 per cent in 1928 to 4.3 per cent in 1934,

1 67 #105, p. 134,
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PART TWO

THE IMPORTS OF THE UNITED STATES

FROM JAPAN
CHAPTER I
IMPORTS FROM JAPAN BY ECONCLIC CLASSES

Over four-fifths of our imports from Japan before 1933, according
to Table III, page 53, were raw materials, principally raw silk, but
also including pyrethrum, crude camphor, vegetable wax, and undressed
fura.l The decline in raw silk imports was largely responsible for
the smaller proportions of crude materials in later years. Imports
of ocrude materials from.all countries also declined during this eleven-
year period. They were less than half as important as in our trade
with Japan,

Finished manufactures made up the bulk of the remainder of our
imports from Japan, showing a marked upward trend to 22 per cent in
1934. Refined camphor, cotton and silk manufactures, clay products,
toys, brushes, and electric lamps were important items.2 Finished
mnufactures composed an increasing part of our imports from all
countries until 1931, but moved downward relatively thereafter. 3y
1934 Japan supplied as large a proportion of finished manufactures as
the hypothetical"average" country.

Foodstuffs from Japan, about half ecrude and half manufactured in
1928, also expanded relatively during the period, the proportion of

manufactured foodstuffs doubling while crude foodstuffs showed no

definite trend, Fish, tea, and dried beans and peas were the principal

1 41, 1933, p. sl8, sl7.
2 41. 1933. Pe 816, sl7.
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items.l Foodsturf imports from all countries were about five times as
important at the beginning of the periode They also increased, but not
quite Qs rapidly.

Semimanufactures, such as silk waste, vegetable oils, and hat
mnterials,z rivalled one or the other of the classes of foodstuffs for
the cellar position until the expansion relative to the total in 1933 and
1934, 1In the total trade of the United States,imports of semnimanufacturss
bulked much larger, but no definite trend was evident.

The general upward trends of the four smaller classes in United States
imports from Japan, particularly rapid in 1933 and 1934, were in large
measure the resu%ts of the great decline in the importance of crude materials.
That this was not the entire cause, in later years, at least, is evidenced
by the actual value increases after 1932 in all of the four except crude
foodstuffs, and that increased in 1934, Mearwuile, the values of crude
materials and of the total imports from Japan were declining. The sube
stantial rise in the total of imports from Japan in 1935 could hardly have
taken place without an increase in crude materials, however. The United
States statistics of raw silk imports from Japan in 1935 are not yet
available, but Japanese exports to this country were over 35 per cent
higher in value than in 1934 and the‘average yen-dollar exchange rate was
only one cent lower,

Evidently, under existing conditions of demand, tariffs, and compara=
tive advantage, Japan has an advantage over most countries as a supplier
of raw materiuls to the United States. In all other classes save finished

manufactureg (and that only in 1934) other countries as a whole excelled
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Japan as suppliers of our markets,

Table IV, = Percentage Distribution of Jupanese Export Trade
(excluding minor miscellaneous items and coin and
bullion)

: Food, Drink, : Raw : articles wholly: Manufactures :
: and Tobacco : . Materials ¢ Manufactured ;for further Use :
Year : : : :in Manufacturing:
1926 7.1 667 41,0 42.4
1927 8.7 6.3 38.4 39.4
1928 7.9 4.5 41.2 41.7
1929 7.8 4.2 44,6 42,0
1930 8.7 4,3 47,1 35.8
1931 8.9 3¢9 46,5 3649
1932 7.4 3e6 49,7 34.5
1933 8 (a) 4% (a) 555 (a) 29 (a)
1934 79 4.4 : 61l.9 23.0
1935 7.9 4.4 58.1 26.9

Sources: 1926 to 1929, 42; 1930, 31; 1931-1932, 33; 1933 as in footnote;
1934-1935, 39,
(a) 1933 data obtained from text of 35. They are approximate.

From Table IV, it appears that wholly manufactured articles have
increased their proportion of Japan's export trade during this period and
are now the leading class. A smaller proportion of semimanufactures (in
which "raw" silk is 1nc1uded:“it is the product of a reeling process
essentially manufacturing and mostly carried on in filatures built for
the purpoael) is now exported, due to declining silk values and greater
use of her materials herself. Foodstuffs exports are somewhat more

important than at the beginning of the psriod; raw materials somewhat less,

1 1205 ’ Po 2040
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CHAPTER II
AGRICULTURAL PRODUCTS

The Foreign Agricultural Service Division of the Bureau of Agri-
cultural Economics has compiled the values of agricultural imports from
Japan in 1929 and 1935, using general imvorts in the first instance and
imports for consumption in the second. The data for other years are not
yet available, but these will give a fair sample of the significance of

agricultural commodities in the trade. 1In 1929, 87 per cent of our

imports from Japan were agricultural products, valued at $374,000,000

and amounting to 17 per cent of our total agricultural imports. In 1935
only 71 per cent of our imports from Japan were agricultural; their value
was $107,000,000; and they amounted to but 10 per cent of all our agri-
cultural imports.‘ Japan was declining in importance as a supplier of
agricultural products, but still remained well above the 54 per cent

" average for all countries.l The declines in raw silk, tea, beans and
peas were the principal losses, Raw s8ilk bulks so large that almost
alone it controls the movements of the total,

Vegetable o0ils are classified as agricultural products in the
Yearbook of Agriculture? and are so classified in this discussion, but
it happens that Japan's production of perilla oil is largely from seed
imported from China., It is not an agricultural process as far as she is
concerned although the product is agricultural by nature and is so

clagsified in this country,

1l 58,
2 22,5,
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Silk

Raw Silk

Raw silk, imported free of duty, accounted for about 83 per cent of
the total value of United States imports from Japan before 1929, but had
drspped to only 60 per cent by 1934.l Until 1931 about 96 per cent of
Japan's silk exports went to the United States, but by lQSE:ﬁad declined
to 83} per cent, rising again to 93 per cent in 1935.% The principal
reason for this latter decline was the greater depreciation of the yen
after 1932 in terms of the currencies of important European markets
than in terms of dollars, as prices in European currencies were lower
giving greater encouragement to the demund.

Approximately 40 per cent of the farm population of Japan is depend-
ent upon a combination of sericulture and rice-growings, each of which
has fallen upon evil days during this period. The production of silk in
Japan climaxed some years of expansion with an output of 98,000,000 pounds
in 1931, Not until 1934 did the output drop significantly, to 78,000,000
pounds.‘ The low production of that year may have had so.. part in the
rise in price 1in 1935, Exports of raw silk averaged 80 per cent of the
produetion during the years from 1925 through 1929, but declined relatively
to 863 per cent in 1934, Much of this mey be accounted for the growing
export business in silk manuractures.5

The value of Japanese exports of raw silk to the United States fell
from ¥849,500,000 in 1935 to ¥244,400,000 in 1935, Lower values through
1929 were due to lower yen prices, which fell about one-third from 13925 to

1928 while quantities were increasing. The quantities fell after 1929, but

remained above the 1925 level. For a few months in 1932 yen prices were

71, p. 211; 41; 42.

39,

21, Pe Se

26"p0 447, 448; 17, Pe 105,
26, p. 447, 448,
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were nearly d ouble those of 1931 as the external value of the yen fell

rapidly, but the demand in tl® United States fell off sharply and yen prices

Table Ve - United States-Japanese Trade in Silk

Commodity United States Imports : Japanese Exports
: : ¢ Per Cent ; Runk s Per Cent
Year ¢+ Pounds : Dollars ;:;from Japan: by : Yen $ to U. S.
: (000) : (000) :(by value): Value : (000) t(by value)
Raw Silk
1925 49,685 217,753 80.2 1l 849,486 96,6
1928 53,793 328,903 83.7 -—- 709,359 9646
1927 61,797 334,160 85.6 -—— 698,245 94.2
1928 64,112 318,124 8644 -— 687,464 93.8
1929 69,759 356,122 83.4 1 = 755,376 96,7
1930 59,918 221,468 84.3 -—- 398,714 95,7
1921 69,5268 163,070 85.4 -—- 342,479 96.4
1932 69,136 106,187 93.2 1 360,149 94,2
1933 60,213 91,659 89.4 S 355,806 81.0
1934 54,989 69,847 97.3 1 239,568 83.5
1935 41,369(a) 53,774 a) 97.0(a) -— 328,911 92,7
Silk Waste (b) » :
1925 3,928 4,598 3843 4 11,615 40,8
1928 2,933 3,130 32.5 - 7,438 50.8
1987 4,284 2,941 34.0 -—- 6,104 60.6
1928 4,365 1,804 34.1 -——- 3,560 -——
1929 3,535 1,290 26,0 15 4,284 ————
1930 2,684 . 684 2l.2 -— 2,561 ———
1931 2,381 254 26.1 -—- 1,601 ———-
1932 2,012 72 17.8 19 142 -———
1933 1,528 78 7.7 ——— emee- ————
1934 1,532 173 24,2 19 ————- ———
1935 1,263(a) 155(a) 34.4(a) === = —o=-- ———-

(a) 8 months.
(b) In Japanese statistics, "Silk waste and floss."

Sources: In this and the following tables in Part Two the United States
statistics were compiled from Foreign Commerce and Navigation and Tariff
Commission Report No. 105, Second Series, pe. 106-193. The former gives
general imports and the latter imports for consumption  Usually they
were quite comparable and imports for consumption were used beginning
with 1931. In some tables, compiled entirely from Foreign Commerce and
Navigation, general imports were used until 1933 and imports for con=-
sumption in 1934, The Japanese statistics were obtained from the
Commerce Yearbook, Foreign Trade of Japan--1934 and 1935, Tariff
Commission Report No, 105, Second Series, p. 78-85, and the Annual Economic
Report of Japan--1933,p. 103. Only the latter gave no figures for exports
to all countries from which percentazes could be computed, The values in
the Commerce Yearbook were expressed in "old gold dollars,™ converted from
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slipped back nearly to their position before the imposition of the gold
embar-o. The severe fall of prices in 1834 sent the value to the low
point of the period. Recovery both in prices und in consumption in the
United States brought the value for 1435 to ¥328,900,000,land the
prospects for 1336 were as good, if not better, according to the analysis
of 0. L. Dawson and W. Ladejinsky.> However, in the first hall of 1936
exports of raw silk to all countries actually showed a great decrease.3

The analysis of Dawson and Ludejinsky indicates that the principal
factor other than price affecting the demand for raw silk has been
business conditions in the United Statese. Before 1929 prices were
falling and consunption increasing in the United States; the rapid fall
in price after 1929 was acconpanied by a decline in the quantity cocnsumed.
Rayon was not an important factor in reducing silk consumption before
1933, according to this analysis, price and business conditions sufficing
to explain the movements of previous years.4 It would seem difficult to be
certain, however, that the rapid growth of rayon production at constantly
declining prices had not prevented a greater expansion of silk consunption
before 1929,

Subsidies, loans, govermrent purchases of surplus silk, and restriction
of sales and output have been tried, with little success, in order to imurcve

the position of the Japanese 1ndustry.5 The price in 1926 was szid to be

yen by the avsrage exchance rate throu:h 1932 and in later years by a
conversion fuctor obtained by multiplying the nominal jo0ld parity of the
yen by the League of Nations fi.ure of its exchange value as a percentuce

of that paritye In order to present the trends of yen values these figures
have been reconverted into yen, using conversion factors as shown in the
Appendix. The results ars comparable, discrepancies usuelly being confined
to the last two or three figures. Percenta:zes were calculuated Jran ¥he gold
values as given,

26, p. 451, 457H.
26, p. 452, 453,
39.5. Do 1.

26, D. 453-7D.
26, Do 457.
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below the costs of production,l yet that price was over four times those
of 1931 and 1934.2 Conditions improved somewhat in 1932, but the United
States financial crisis in 1933 was reflected in silk prices,swhile
during the last half of the year strikes in the si.k mills, the competi-
tion of rayon, and the rising yen-dollar exchange rate affected exports to
the United States unfavorably.4.These same factors, accompanied by the
existence of excessive stocks in both Japan and the United States, sent
the wvalue of exports to the United Stutes in 1534 to the low poigt of
¥244,400,000, Toward the end of the year rayon prices advanced in the
United States; the typhoon of September 21 destroyed considerable quantities
of cocoons and raw silk;and the other inhibiting factors diminished or dis-
appeared, setting the stage for the increased quantity and value of 1935
exports to this country., The government continued its efforts to improve
the conditions in the industry by passing the Raw Silk Transaction ict
providing for the licensing of wholesalers supplying exporters and the
recording of all their transactions in raw silk. Plans were made for the
complete'reorganization of the industry,5 including the regulation of the
prices and ﬁroduction of cocoons amd the control of export trade. Under
previous laws the government had recuired licenses for filatures, over
which it could exert active control and had obtained a considerable
moésurs of regulatory authority over the production of silkworm eggs.6
Japan's advantage over Italy and France is principally a matter of
price, since her product is more variable and of somewhat lower quality
than the Italian, Some Italian reelers are at a disadvantage in the
American market because they have not adopted the Japanese style of

skein in which the raw silk is crossed in a diaemond-shaped formation,

1 42, 1926, Vol. 1I, pe. 339,
2 86, p. 457H.

3 36, Mareh, 1933, pe. S

4 35' Pe 18,

9 35, p. 87.

)

26, Pe 457,
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greatly facilitating nenufacturing. Japun's superiority over China,
however, 1s a result of better and more mechanized production methods
and higher quality rather than of lower wages, since the Chinese live
more cheaply than the Japanese. Goverament suncourazemnent has promoted the
shifting of most of the stazes of raw silk production to centralized
control under expert supervision. Silkworm rearing is still for the
most part a home industry, but egg production and reeling are guite
largely carried on in special establishments. Japanese grow cocoons in
Chosen and in California which are sent to Japan for reeling and at times
cocoons are purchased from China. One-third of the cost of the silk was
represented by the cos; of reeling, before the depression, An automatic
machine with two or three times the reeling capacity of the one in common
use had been developed, but had not proven very satisfactory. Could such
a machine be developed and the cost of silk be lowered the industry would
be on a much more satisfactory and profitable basis.l

The import statistiecs of the United Stutes difrer from Japanese export
statistics principally in showinz increasing values of imports to 1929 (be-
cause of the rising yen-dollar exchange rate) and in emphasiziné the decline
since that date (because of the severe downward movement of the yen-dollar
exchange rate). The unit value of imports from Japan declined from $5.03
per pound in 1929 to $1.27 in 1934.2 An increasing proportion of the total
raw silk imports of this country has come from Japan,the value reaching 97
per cent of the total ig 1934, In former years Japan supplied a larger
prop&rtion of the better grades3 than of total imports, but in 1934 she
practically monopolized the whole trade.

Silk Waste

Silk waste is used in this country by the spun silk industry and the

1l 1205, Pe 202-5; 17, De 107-150.
3 64’ p. 60.



€ -
.ﬁiulli...lﬂwluﬁx.
AN g )



62,
woolen yarn industrye The term includes fiber discarded in the filatures
during reeling, mill wastes, and cocoons that are unreelable. The latter
were separately recorded in the United States statistics except in 1930
and were of little importance, There is a small production of mill waste
in the United States, but none of the other typas.l Imports have been
duty-free throughout the period.®

Silk waste imports,ranked fourth in 1925, declined markedly from
1925 to 1932 and have shown little recovery. Japan has nearly recovered
her former importance in our trade, however, accounting for 34% per cent
of the wvalue of our imports from all countries in 8 months of 1935.
From 1931 to 1934 an average of 42 per cent by quantity came from Japan.
In most years Japan was second to China as a source of this product.

Data for Japanese exvorts of silk waste’for 1928, 1929, and 1931
indicate that from 20 to 50 per cent by value went to the United States.
In 1933 and 1934 very little went to this country (none in 1333) and the

United States was not among the first three markets.4 The more inclusive

classification, "Silk waste and floss", appears in Table V.

Tea
Tea, also imported free of duty, has composed about 1} per cent of
the United States imports from Japan.5 Japaness statistics, excluding
sizeable exports from Formosa to the United States, showed a slight
downward trend to 1933 in the portion of total exports from Japan proper
to the United States accounted for by tea, the average being a little over

6
1 per cent.

71, p. 211,

67 #105, p. 190, 19l.
67 #102, p. 82,

71' Pe 212,

42,
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Tea is grown both in Japan proper anc in Formosae. Before 1929 about
80 per cent of the annual crop was exported to the United States. The
great amount of hand labor needed in picking and preparing the tea pre-
vented progress in the industry in the face of competition in the world

Table VI. = United States-Japanese Trade in Tea

Japanese Exports
: Per Cent

United States Imports :
: Per Cent : Rank :

oo oo [ee o0

Year Pounds : Dollars :from Jaran: by Yen to U, S.
:  (000) t (000) :(by value): Value (000) - :(by value):
1925 29,582 6,456 20.5 3 12,244 82.9
1928 28,292 6,898 22.0 -—- 10,089 83.3
1927 26,403 5,890 20,9 -— 8,640 79.3
1928 23,422 5,250 19,3 - 9,287 78.4
1929 24,539 5,152 19.9 S 8,124 67.5
1930 20,948 3,897 17.2 --- 6,366 75.9
1931 21,417 3,143 16.8 - 5,275 64.1
1932 24,594 1,967 15.8 3 4,752 58.1
1933 24,881 1,898 13.8 -—- 5,084 60.7
1934 22,569 2,286 14,1 6 4,629 48.8
1935 9,918(a) 1,085(a) 9.8(a) --= 4,481 -—-

(a) 8 months.

markets with teas from India and Ceylon, where wages were lower.l Moreover,
Japan teas are still produced in smull establishments whose processes are
inferior, and must be refined and packed for export by the exporters, an
additional expense not incurred in other producing countries.z

About 80 per cent of the imports of green tea into the United States
come from Japan, but only about 10 per cent of the muech larger imports of
black tea. In 1933 about 14 per cent of the imports of all teas were from
Japan after afdirly sharp fall from the pre-depression proportion of one-
fifth, Even in those years, however, the proportion from Japan was slowly
declining, for green tea is losing favor in this countryu and Japan teas

are not suited to the fermentation process required in the production of

1 59 #8642, pe 2.
2 13, p. 107, 108,
3 67 #05, p. 192, 193,
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black teas.l The dollar unit value of imports from Japen is below that
of imports from all countries bectuse of the predominance of the lower
priced green tea., It fell more under the influe:ce of the depression
and the depreciation of the yen than that of imports from other countries,
yet did not stimulate consumption sufficiently to increase Japan's pro-
portion of the total. However, the quantity imported, declining until
1930, rose in the next three years past the 1929 level. There may have
been a shift in the conswnption of some people from the hizher-priced
black teas to green teas. With better times'in 1934 and 1935 the move=-
ment reversed. Prices fell more runidly than consumption increased and
values continued to fall to §l1,900,000 in 1933. ‘The Japinese export
statistics pictured a general fall in the quantities and values exported
that continued through 1935. Larger imports of teas from Formosa (oolong
comes principally from that island) may explain this seeming discrepancy.
Although still Japan's most important market for tea in 1934, the United
States had reduced its proportion of her total exports to about 49 per
cent from the 1928 level of 83 per cent.a

Pyrethrum

Pyrethrum is a species of chrysanthemum whose flowers contain a
substance that 1s widely used in insect powders and liquid sprays. It
has the adwantage of not being poisonous to men and animals. There is no
domestiec production commercially althouch experimental plantings have
been made in several States and several varieties are grown here as
ornamental perennials. In the crude form the flowers enter the United
States free of duty. There were very small additional imports of
Pyrethrum flowers advanced in value by grinding to powder, dutiable at

at 10 per cent throughout this period.3

1 17, p. 324,

3 67 105, p. 106, 107, 178, 179,
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Imports in 1934 failed to reach the 1928 level althouch they exceeded the
years before 1928 in walue and all years but 1928 and 1932 in quantity.
In the first 8 months of 1935, however, they seemed to be slipping consid-
erably, Jamn was the principul source at all times but her proportion was

Table VII. - United Stetes-Japanese Trade in Crude
Pyrethrum (a)

United States Imports Japanese Exports

oo ee oo [o0 oo

: $ : Per Cent ; Rank : Per Cent :
Year ¢ Pounds : Dollars :from Jaran: by Yen st toUese Se

s (000) : (000) :(by value): Value (C00) :(by value) :
1925 4,957 988 7947 14 =ee--
1926 8,081 1,024 84.0 -——- ———— ———-
1927 7,787 1,064 87.2 -—- ————— ———
1928 12,024 3,299 89.4 -— 6,518 87.1
1929 8,815 2,013 97.7 12 3,504 82.4
1930 8,224 1,281 96.1 ——— emea- ———-
1931 3,872 453 8647 - 1.179 70.1
1932 11,062 1,202 9l1l.8 8 4,349 91.5
1933 9,068 1,373 90,1 - 5.500 . 8646
1934 10,094 1,988 96.4 7 6,791 9l.2
1935 5,804(b) 1,003(b) 96.9(b) - 5,809 ————

(a) In Japanese statistics, "Dried plants for insectifuge."
(b) 8 months.

definitely greater in the last seven years, going as hizh as 98 per cent in
1929. Although pyrethrum accounted for only about .3 of 1 per cent of our
imports from Japan from 1925 to 1927 and an average of .5 of 1 per cent

from 1928 to 1931, by 1933 it amounted to 1.2 per cent, at about which

level it probably I;emained.l

Japanese exports (1934)set a new record in yen, although, strangely,

the quantity'exparted was only 8,600,000 kin as against 9,200,000 kin in
19283. Apparently yen prices have risen faster than those of most of her

exports, probably reflecting a rather strong dvmand in this country for the

1 71, p. 213; 42,
2 80 #78, Pe 73
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household insecticides in which pyrethrum is used. +he United States is
Japan's principal market, taking 85 to 90 per cent of her total exports
of insect flowers in most years, The European market is apparently
supplied mostly from the Danubian countries.l

Vegetable 0Oils

Data for export of vegetable oils from Japan to the United States

were not given in the Commerce Yearbook for the years before 1927, but

by 1935 they had reached ¥27,000,000. The growth since 1930 was faster
than that of exports to all countries, the proportion sent to the United

States being over four-fifths in the last three years. At the same time,

vezetable o0ils increased relative to the remaining exports to the United
States fram 3 of 1 per cent in 1928 to 2.2 per cent in 1934.2

Table VIII. - United States-Jamnese Trade in Vegetable 0ils

United States Imports(a)
: Per Cent : Rank

Jamnese Lxports
: Per Cent

Year Dollars :from Jamn: by : Yen : to Ue S.
(000)  :(by value):Value : (C00) :(by value):
1925 1,173 2.0 ¥ S ——
1926 2,232 5.5 - ———— ——
1927 2,178 3¢6 -—- 4,261 54,7
1928 1,242 2.0 -——- 2,502 63.8
1929 1,853 2.2 13 3,358 48.9
1930 1,758 2.9 -— 2,440 25.8
1931 1,076 2.9 — 2,594 6347
1932 651 3.0 13 2,503 60.7
1933 1,391 5.2 - 5,804 82.6
1934 1,926 7.4 3 8,860 80,3
1935 ———- ——- —— 27,473 83.1

(a) Total vegetable oils, inedible, expressed (imports of edible
vegetable o0ils from Japan have been less that 15,000 in every
year except 1933, when they were $37,000, and 1934, when they
were $110,000, with over half corn oil), . Changes in
classification have rendered earlier years less comparable than,
per haps, they should be.

1 60 #78, p. 73.
2 a2,
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This remarkable growth came with the expansion of the United States
imports of perilla oil. This was first entered separastely in 1928 in
the United States statistics, passed vegetable wax, formerly second in
importance, in 1920, and in 1332 stepped into first place ahead of inedible

Table IX. - United States Imports ?f
Perilla 0il from Japan &)

: : : TPer Cent
Year : Pounds : Dollars : from Jamn

s (000) : (000) : (by value)
1928 1,092 17 54,7
1929 2,193 253 3967
1930 7,010 676 7645
1931 6,110 333 45,7
1932 8,613 273 49,3
1933 18,109 851 78.4
1934 16,667 1,118 69.3
1935 33,127(b) 2,080(b) 61.3(b)

(a) Not separately classified before 1928.
(b) 8 months.

rapeseed 0il. Until recent years perilla oil was used principally in
making special enamels and varnishes requiring an exceptionally hard
finish, especially those that would come in frequent contact with
water, Japan imports perilla seed from China and exports the oil; the
seed supply fommerly was uncertain, tending to restrict the use of the
0oil in this country. The higher prices of competing oils, principally
linseed, in 1930 and in more recent years combined ﬁith a more general
appreciation of the qualities of perilla oil to send imports from Japmn
%o 33,000,000 pounds and $2,100,000 in the first 8 months of 1935,
Japan has been our chief supplier, by value, almost the only others
being Kwantung and China., There is no domestic production, and imgports

have been free of duty.l

1 67 741, p. 6, 28, 42, 62, 63, 108; 67 #105, p. 188, 189.
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Rapeseed (colza) oil is now second, but was formerly the leading
import in this eclass. About 80 per cent of the domestic consumption

is used with mineral oils as a marine engine lubricant. It is "blown"

Table X, - United States-Japanese Trade in
Certain Vegetable 0ils

Commodity United States Imports . Japanese Exports
H : : Per Cent : : Per Cent
Year : Gallons : Dollars :from Japan : Yen s to U. S.
: (000) ¢ 1000} :(by value) : (000) :(by value)
Rapesesd
(ecolza) 0Oil(a)
1925 377 308 2l.1 ————— ———
1928 1,493 1,050 51.7 = ee--- -———
1927 2,368 1,422 90,6 @ —==-- —
1928 888 582 3867 1,378 65.95
1929 1,835 997 62.8 2,347 54.4
1930 1,592 792 71.6 ———— -——
1931 1,254 493 98.2 1,249 63.6
1932 705 184 8l.0 @ eeea- ———
1933 1,283 354 85.8 1,487 66.2
1934 1,874 616 99.8 3,867 77.0
1935 2,287(b) 776(b) 96.9(b) ————— ———
Vegetable Pounds
Wax (000)
1925 1,676 255 19,3 ———— -———
1926 1,812 273 12,1 = = e=e-- -——
1927 2,749 477 182 = eem-- ——
1928 1,988 318 44,2 811 38.8
1929 3,072 460 63.5 924 41,0
1930 1,824 26 66e7 @00 eememe- ———
1931 2,137 171 74.4 520 45,1
1932 2,463 146 673 =0 o—mme- ——
1933 2,754 130 65.2 496 43,5
1934 1,904 108 55.3 337 26.8
1935 1,946(b) 116(b) 53,6(b) = ===-- ————

(a) United States general imports, through 1930, of all rapeseed oil;
imports for consumption, 1931=5, of inedible rapeseed oil. Edible
rapeseed oil imports were 521,000 in 8 months of 1935, but averaged
less than ;85,000 from 1931 to 1934,

(b) 8 months.

(oxidized), after which it blends easily with mineml oils, forming an
emulsion with water that sticke to the bearings. It is also used as
a plasticizer and in varnishes and lacquers and in the making of

rubber substitutes. In the latter use it competes somewhat
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with corn oil, but generally the result is a different product with special
uses. Whers they are interchangeable, rapeseed, the cheaper oil, has usually
been used. No domestic production has been reported since 1926, although
imports were dutiable at 6 cents per gallon before 1930, The duty was contin=-
ued in that act, but the o0il was to be admitted free if so denatured as to
be inedible and subsequent imports from Japan have been largely under this
provisions The ratio of imports from Japan to imports from all countries
has risen from 21 per cent (1925) to 97 per cent in 1934, including both
edible and inedible colza oil.t

Dutiable rapeseed oil,entered separately since the act of 1950

(rapeseed 0il, ny €. s.) 18 used largely for edible purposes such as the
making of lard compounds. Imports of colze o0il were nearly all denatured
and entered free until the first 8 months of 1935, but during that period
the dutiable imports jumped to 1,550,000 gallons and $520,000, largely
because of higher prices and lower production of domestic edible oils and
the excise tax placed on certain other edible oils in 1934. The latter
tax also resulted in larger imports of corn oil, which also was not taxed,
but had little direct effect upon the other itemns mentioned here as they
were used for different purposes.z In the 1936 Revenue Act, however,
taxes were placed on rapeseed, perilla, and other oils and oilseeds not
formerly taxed, to give more complete protection to our corn farmers.
Imports will probably be somewhat adversely affected.3

‘ The third item of importance is vegetable wax, m:inly Japan wax used
in polishes, insulating materials, varnishes, etc. Japanese products
accounted for more than 60 per cent of the imports of other vegetable

waxss than Carnauba wax beginning in 1929, the year after these were

2 67 #105, p. 108-111,
3 60.50‘
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separated in the publiched statistics. The other i.iportant item in the
classification is candelilla wax from lMexico, which hus similar uses.l

Despite the importance of Javan as a source of these three commod-
ities, she only accounted for about 3 per cent of total impcrts of in-
edible vegetable oils until 1932 and only 7% per cent in 1934, Moreover,
were edible vegetable oils inecluded, the proportion woulu be substantially
less, for Japan sends us a very small part of those.

Japan has been at all times our principal supplier of menthol even
though her importance declined from 1926 until 1931, Something over half
of her total exports of the product were sent to this country. In value
our imports have fallen far below their levels of 1925 and 1926. Except
in 1928 the price of menthol fell throuzhout the period until 1935, At
the teginning of 1925 the effects of the 1923 earthquake were still
evident in a price of about $13 per pound. By the end of 1927 the price
was nearly down to $4 per pound. Higher prices in 1)28 and 1929 were
accompanied by smaller imports. Practically all our natural menthol
comes from’Japan. Only when the price is unusually high and domestic
peppermint oil is abundant does it mmy to produce menthol from that
source, although it 1is poasible.2 Only the matural product was used
for medicinal purposes until the official recognition of synthetic
menthol by the United States Pharmacopoeia on June 1, 1936. Japanese
mint can be grown in this country, but commercial success has bcen
attained only in the San Joaguin Valley of California. Domestic

production of natural menthol was discontinued in 1935.%

1 87 #105, p. 192, 193.
2 83, Pe 1-3.
3 87 #105, p. 108, 109.
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Table XI. - United States-Jamnese Trade in lenthol

United States Imports _+ _Jaranese Exports

: : : Per Cent: Runk : : Per Cent

Year : Pounds : Dollars :from Japan: by Yen : to U. S.

: (0G0) ¢ (000) :(by value): Value : (000) :(by value)
1925 270 2,380 91.6 9 6966 55.8
1928 423 2,697 94,9 -——- 6133 61.0
1927 314 1,142 | 85,7 -—— 2468 50.4
1928 220 802 86.8 -—- 1836 46,9
1929 242 1,022 83.0 17 2346 45,4
1930 263 872 85.8 —— 2019 58.1
1931 260 697 79.0 -— 1669 55.9
1932 315 650 89.2 14 2115 54,6
1933 264 546 933 -— 2692 50.9
1934 400 797 94.0 16 - 2946 56,5
1935 160(a) 378(a) 92.7(a) -—- -—— ———

(a) 8 months,

Lried Beans and Peas

One of the most obvious examples of the effects of an increase in the
tariff rate is afforded by this group, after the fall in bean prices made
the rate effective. The tariff act of 1930 raised the duty from 1 cents
per pound to 3 cents per pound on dried beans and from 1 to 12 cents per
pound on dried peas.l The increase was immediately effective in reducing
imports from all countries, but did not affect Japanese beans as greatly,
80 that her proportion increased. The unit price of Japanese beans, lower
than that of all beans in 1929, fell further than that of others, so that
her price advantage increased. when, howsver, the average price of
domestic pea beans in New York fell to less than 3 cents per pound in
1932, the imports from Japan nearly disappeared and her proportion of the
total shrank to 10} per cent. In 1932 the duty on imports from Japan

was equivalent to 189 per cent of their unit value.2 Imports of dried

1l e7 #105, Pe 134-7.
2 67 461, p. 2; 67 7105, p. 134, 155.
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peas were very much smaller at all times. They followed the same general
direction of movement but were not as drastically affected.

Bean imports from all countries as from Japan before 1932 were mostly
of white varieties competing principally with domestic pea beans grown in

Table XII. = United States-Japanese Trade in Beans and Peas

: United States Imports : Japanese Exports
Year ¢ Beans : Peas :Rank : of Beans and Peas
: : :Per Cent: : s:Per Cent: of : Per Cent
: H ¢ from : ¢ fram :both : : to
tPounds:Dollars:Japan by:Pounds:Dollars:Japan by: by : Yen : U. S. by
: (000): (000) : Value : (000): (000) : Value :Value:(000) : Value
1925 25,947 1,118 25,5 1,269 60 4,9 12 eeee- ————
1926 20,216 630 25,5 1,321 74 12.9 e ——
1027 27,612 862 28,6 1,707 65 7.9 - 2,645 25,3
1928 34,666 1,293 20.8 2,584 80 17.1 - 3,010 28.9
1929 39,529 2,143 31.6 6,520 198 23.2 10 6,345 43.4
1930 54,733 2,320 43,4 1,633 36 7.5 -- 3,240 44,.8
1931 40,672 987 58.0 594 15 8.5 -- 831 16.4
1932 1,543 26 10.4 354 12 4,6 20 132 2.2
1933 .1,819 29 8,2 512 17 23.3 - 201 -———
1934 1,971 34 10.9 1,042 31 7.6 {0 S ————
1935 7,533(a) 139(a) 19.1(a) 693(a)l8(a) 8.8(a) == —=--- -———

(a) 8 months.

Michigan and New York, and great northerns :rown mostly in Ideho. White
beans made up about 46% per cent of the domestic bean production from 1929
to 1931.1 There were wide variations in total bean imports under the 1922
act in response to changes in the domestic output and the outnut of the
principal foreign bean-producing countries, but on the whole imports tended
upward parallel with domestic production. From 1922 to 1929 imports for
eonsumption equaled about 8 per cent of the total domestie production or
about 17 per cent of the production of white beuns exclusive of limas.2

New York quotations on chdice Japanese white beans were usually substantially

the same as for domestic pea beans, although the unit values of general

1 &7 f;el, Pe 1.
2 67 #61, p. 2.
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imports from Japan were considerably below the estiated domestic cost
of production. TUntil the latter part of 1931 the gquotations were on

a duty-paid vasis. ror the first 10 months of 1932 the average quotation

without the duty was about 1} cents. If the 3-cent duty were added the

price would be above that of domestie pea beans, so these prices may
1

have been partly based on reexport transactions which occurred.

The Japanese government's Farm Products Inspection Service is very

efficient and beans accompanied by its certificate are accepted without

qQuestion as of the choicest hand-picked quality. They are larzely used

in canning. lost of them corme from Hokkaido with same from Chosen.

Japan herself was on a net import basis for beans of over a million

bags a year from 1926 to 1930, Most of her imports came from the

Kwantung Province. The Jananese may prefer these beans to those from
' 2
Hokkaido or they may be less suitable for export.

1 67 #61, P. 3-6.
2 67 61, p. 16, 31, 40,
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=zdivlae 7ish and ¥*ish Prolucts

The quantity of edible fish and fish products imported from Japan
increassed during this period, as is shown in Table XIII, to 42,000,000
pounds in 1935, over three times their amount in 1325. The proportion
from Japan by quantity would be larger than by value, for imports from
Japen increased after 1920 when those fram other countries were'falliné.l

The Japanese classifications which seem to correspond most closely
t o the above are "Foods in tin and bottle™ and Fish and shellfish"

( Table XIII). "The first, at least, includes many canned foods other

than fish, but canned crabs and tuna are the largest items in trade with
this country. An increasing trend appears igagélue of exports of this
g&roup., The drop anparent both here and in the United States statistics
in 1934 was at least partially due to decreased exports of canned tuna and
Crab meat to the United States. This loss scems to have been nearly
recouped in 1935, The proportion of Japan's total exports sent to this
Country declined decidedly. The proportion by quantity is definitely
Smaller, indicating that we take the hi:her quality goods. "Fish and
shellfish" is a classification not sufficiently important in former

Years to warrant entry in the foreizn Cormerce Yearbook before the 1935

edition. The United States takes a rather small proportion of Japan's
total exports. An increasing part of exports to the Unites States was

Composed of foods in tin and bottle.

[ —

1 41,
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Table XIII. - United States-Jamnese Trade in Edible Fish and Fish Products

Commodity : United States Imports +: Japanese Exports Commodity
: : ¢+ Per Cent ;Rank :: : Per Cent :
Year t Pounds :Dollars :from Japan: by :: Yen ¢ to U. S. ¢ Year
: (000) : (000) :(by value):Value:: (000) :(by value):

Crab Crabs in
Meat(a) Tins(b)
1925 9,035 3,051 98.0 . eeme- ———— 19235
1928 7,916 3,679 97.68 —— meee- -——- 1926
1927 8,700 3,703 97.9 -— eee—- ——— 1927
1028 12,744 5,030 99.8 - 10,448 56.3 1928
1929 10,681 5,001 97.8 - 9,821 58.8 1929
1930 9,491 4,188 82.8 - ———— ———— 1930
1921 9,361 3,748 84.6 - 8,760 55.8 1931
1932 6,358 2,278 73.2 - ———— —— 1932
1933 6,943 2,057 71.1 - 7,385 39.7 1933
1934 5,232 1,747 78.0 -- 5,757 3763 1934
1935 5,654(¢) 1,962(c) 86.,9(c) -- -————— -—— 1935

Tuna Fish Fish and
in oil Shellfish
1931 649(4) 127(d) 76.9(d) == 2,678 9.9 1931
1932 5,071 853 9l.4 -- 1,697 6.2 1932
1933 14,219 1,950 99.0 - 1,748 3ed 1933
1934 3,315 502 98.7 - -——— ———— —-——
1934(e) 4,253(e) 702(e) 96.4(e) -- 2,197 3.8 1934
1935 5,284(c) 845(¢) 96.2(C) == = —-=-- -———- 1935

Tuna Fish, Foods in

Fresh or Tin and

Frozen Bottle(f)
1925 831 40 8.1 - 7,856 —— 1925
1926 None None None - 8,551 3.7 1926
1927 108 10 N) -- 8,825 45,2 1927
1928 3,545 T 472 25.5 - 11,286 49,0 1928
1929 6,243 686 2641 - 11,384 44,3 1929
1930 6,449 571 20.4 - 9,265 42,68 1930
1931 6,812 530 91.8 ~-- 7,811 41.2 1931
1932 4,295 271 90.9 -— 8,053 3544 1932
1933 4,497 179 7647 - 17,838 ——— 1933
1934 5,733 398 85.9 - 11,182 22.2 1934
1935 1,981(c) 128(c) 90.2(c) ==~ 18,813 29,4 1935

Total Edi-

ble Fish &

Fish Pro-

ducts(g)

1925 13,617 3,864 12.8 6
1926 12,699 4,610 13.4 -
1927 13,941 4,806 13.0 -
1928 21,958 6,456 16.8 --
1929 26,543 7,159 18,0 3
1930 24,419 5,880 1646 -
1931 24,457 5,010 17.7 -
1932 27,802 3,679 17.2 2
1935 41,6875 5,190 23.4 -
1934 35,208 4,388 18.9 2

Footnotes on bottom of next page.
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In 1925 they accounted for only .8 of the total, but in 1924 and 1935
amounted to 3 per cent.l Before the depression it was estimated that over
1,400,000 were actively engnred in fishing in Japan and about 720,000
people lived from canning or otherwise preparing fish for market. Iost
of the catch was consumed at home, but exports were growing.2
Crab lleat

Crab meat, canned, was the largest items Imports from Japan declined
in both quantity and value after 1928, and more rapidly thén imports from
all countries so that by 1933 Japan supplied only 71 per cent of the total.
Since that year she has regained some of her former importance, Jamn
supplies a higher-priced,vhigher quality product than do other countries.
Her exports to this country declined relative to her total exports, and
the United States, which had been the larzest market until 1933, was

second to Great Britain in 1954.3

‘The Japanese product is quite different from the domestic and only

partially competitive. To begin with, only five to ten per cent of the

4

domestic production is canned, and that chiefly in Alaska. The princie

pal damestiec production is on the Chesapeake Bay and the distribution
of the product is limited by its perishability.5 About & of the imports

from Japan are fancy meat of the deep-sea king crab. The leg meat of

(a) Beginning in 1930, "Crab meat, crab sauce, and creb paste".

(b) 1Includes "Crabs in bottles™ in 1928, 1929, and 1931.

(¢) 8 months.

(d) For 1931, only reports from collectors of customs at Boston, New York,
San Francisco, Los Angeles, and Seattle.

(e) Duty rate changed from 30 to 45 per cent by Presidential proclamation,
effective Jan, 13, 1934,

(f) Crabs in tins is included in this larger classification.

(g) Includes canned clams, swordfish, and miscellaneous fish and shellrish
as well as the above,

59 #642, Pe Se

87 #105, p. 78; 36, December, 1933, p. 24.
67 #105, pe. 130, 131.

59 #7179, p. 1; 67 #105, p. 130, 131.
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this crab has a reddish cast and is partially interchanzeable with imported
canned lobster meat. There are also some imports of meat prepared in Chosen
from the "Korean crab."™ For the most part the Japanese crab meat brings
higher prices than the domestic., The prices of the latter fell rapidly
with the coming of the depression, due chiefly to increased production and
the physical difficulties of wide distribution,l but the previous amalga-
mation of Japanese canneries and production control2 apparently were
successful in at least one direction, for the prices in this country of
imported crabs remained almost stationary until well into 1932.3 Although
the unit values of imports declined from $.449 per pound (1929) to $.308
per pound (1933), this was considerably less than the decline for imports
from all countries. Had prices fallen more freely Jamn's share of the
United States imports might not have declined as much. The duty in this
country was not changed during the period, remaining at 15 per cent.4
Tuna

Imports from Japan of tuna fish free of duty (fresh, frozen, or packed
in ice) were not important before 1928, when Japan supplied one-fourth of
the total. After 19830, when imports from other countries (principally
Mexico) nearly disappeared, Japan sent over 90 per cent of the total in
most years, Japan sends practically all frozen albacore which is canned
in this country as "white meat" tuna, the hizhest grade. That species of
tuna has practically disappeared from American waters since 1925.5

Imports of tuna fish in oil were insignificant before 193l. Nearly
all of the supply comes from Japan and the bulk of this is albacore,

packed in cottonseed oil, "domestic sty’le."6 Our daunestie production is

about one-half yellowfin, one-fourth striped tuna, and one=sixth albacore,

59 #779, Pe 24,4, 6, 7.
42, 1939, De 396

59 #779, p. 1, 2, 9.

67 #105, p. 130, 131.

67 #105, p. 188, 189.

67 #71, p. 2; 67 #69, p. 1ll4.
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the latter mostly from imported frozen fish from Japan. Wwhen Japan
developed her own canning industries this supply of fish was somewhat
checked and the California pack of white meat tuna decreased. Total
imports of canned tuna in oil supplied 18 per cent, 31 per cent, and 15
per cent, respectively, of an increasing domestic consumption from 1932
to 1934, As the result of a Tariff Commission report the duty was raised
from 30 per cent, as it had been under both tariff acts in effect in this
period, to 45 per cent on January 13, 1934.1 Nearly half of the 13934
imports entered before that date and the imports for the year were decidedly
below those of 1933, '

The effects upon Japan were also pronounced., The tariff increase plus
a small catch led to a pack less than half as great as in 1933, Many canneries
that fomerly packed tuna specialized on canned mandarin oranges for the
British trade, Great Britain superseded the United States as the largest
_ buyer of Japan'se canned goods, taking more than twice the value of the
previous year.z The law "for the éontrol of the Export of Marine Products"
was oenforced for the first time by the Japanese government in September, 1934,
when the domestic production of canned boiled tuna not packed in oil was pro-
hibited in order to prevent any possible agitation in the United States for
higher duties upon this product, which has become popular since the higher
duties on tuna in oil were put into effec‘l;.:5 The United States took 85 per
cent of Japan's exports, by quantity, in 10 months of 1934, but only 69 per
cent in the same period of 1935, though the absgolute amount was larger.4

Fish Scrap and Fish Meal

Fish scrap and meal were not of sufficient importance to be separately

entered in the United States statistics before 1931, nor was Japan an impor-

67 #71, p. 2, 3, 8; 67 7105, pe. 128, 129,
35, pe 45, 46, .

36, August, 1934, p. 2l.

40. 3.
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1
tant supplier until shortly prior to that year. Since that year exports to
this country have grown mapidly, but not quite as fast as her exports to all

2

countries, The commodity enters this country free of duty and is enthusi-

astically received for use as a fertilizer and increasingly as stock feed.

Table XIV. - United States-Japansse Trade in
Fish Scrap and Meal

: United States Imports : Japanese Exports(a)
: H ¢ Per Cent : Rank: ¢ Per Cont :
Year : Tons:Dollars :from Japan: by : Yen s+ to U. Se :

$(000)s (000) :(by value):Value: (C00) : (by value):

1928  -- -— —— - 7 26.9
1929  -- _— -—- -~ Negligible Nezligible
1930 == ——— — -— ——— —
1921 27 940 6945 - 1,656 6345
1932 13 288 54.3 16 eme—- —
1933 24 611 88,6 - 2,965 58.6
1934 34 931 93.5 14 8,095 5043
1935 21(b) 553(b)  97.2(b) -- — -—-

(a) Values for 1928--33 are for "Cther manures". In 1934 fish
meal equaled 98 per cent of "Fish meal™and "Other manures".
(b) 8 months.

Most of the product was sold on the Pacific coast until 1934, Trans-
portation costs are an important element in the price. Not much is sold
in the middle west on account of the large production there of animal
tankage. In 1934, when California relexed its restrictions on the use
of pilehards for fish scrap and meal, the United States production reached
its maximum and exports expanded by ten times, 80 per cent of them from
the Pﬁcific coaste The imported product was diverted to the Atlantic
coast in that year, the production of menhaden meal being low there due
3

to low prices and a poor run of fish,.

Despite the restrictions imposed in this country, Japan has been able

1 59 #779, pe 6.
2 87 #05, p. 78.
3 67 769, p. 254; 67 #105, p. 192, 193,
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to offset to some extent the drastiec shrinkage in our silk purchases by

larger sales of these marine products,

She has always had abundant

resources in this line; her people have had long experience as fishermen;

and the develop..ent of the export industry has proceded apace.

Furs

Desplte the density of her populetion Japan is a rather important

source for certain wild animal furs, since more than half of the arca of

Japan proper is forested.l Exporté to the United States increased from

61 per cent of the total sent to all countries in 1928 to 92 per cent

in 1933,
Table XV. = United States-Japanese Traude in Furs

: United States Imports : Japanese Exports
Year : Mink Furs, Undressed : All Undressed Furs : of All Furs

H : : Per Cent: : Per Cent: Rank : : Per Cent

tNumber : Dollars: from ¢ Dollars: from : by : Yen : to Ue S.

¢t (000) 3+ (000) : Japan by: (000) : Jamn by: Value: (000) :(by value)

3 H : Value : : Value : :
1925 434 781 32,2 2,550 . 2,5 8 ————— ————
1926 545 1,251 373 2,874 2,7 - ——— -—
1927 657 1,808 55.9 4,610 37 - cceaa ——
1928 526 1,442 42,1 3,950 Jed - 1,844 61.0
1929 752 2,104 53.6 4,217 Se9 6 2,352 643
1930 417 615 38,7 1,985 3.4 -
1931 697 663 38.2 1,447 3.0 - 1,403 85,9
1932 918 754 48.2 1,413 5.6 6 ————— cem-
1933 849 614 29.3 1,306 Se9 - 2,820 91,8
1934 882 955 37.5 1,855 4,9 9 2,759 91.3
1935 883(a) 867(a) 46.,5(a) =----- -—- . ———
(a) 8 months,

furs, entering free of duty.

The United States statistics shown in Table XV include only undressed

Imports of dressed furs from Japan are small.

The values fell sevemly in the depression years, not rising until 1934,

1 59 #642, pe 3.
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although the quantities were frequently larger than those of 1929 before
the end of the period. Trappers during the depression probably had no
alternative to selling their furs for whut they might brinse Lack of
other opportunities mizht even tend to increase the production, while the

demand was very low due to the lack of purchasing power.

From one-third to one-half of the imports fram Japan have been mink,
The skins are of a different texture and lighter color than the much hisher-
priced domestic und Canadizn skins. They suprleient the domestic supply.
Japan has been the principal source by quantity and, bezinning in 1927,
by walue., Over 80 per cent of the skins came from there from 1929 through
1935.1

Coney and rabbit furs were imported from Japan in sizable amounts,
but accounted for a little less than S per cent of the imports from all
countries from 1931 to 1¢35. Squirrel furs, kolinski furs, -and fox furs
other than silver or black were also fairly prominent.2

Netural Camphor

Crude camphor, distilled by the collectors from chips from an ever-
green tree found principally in Formosa® forms the basis of Japan's
monopoly of natural camphor, Refined camphor is not strictly a forest
product, but will be discussed herealso.

Less than half of the value of United States imports of natural
camphor is accounted for by the refined product. Synthetic camphor
imports, principaily from Germany, were less than imports of natural
camphor in 19264; in 1930 they were slizhtly greater in terms of quantitys

and slightly less in terms of walue; in 1934 they were again much less

87 #105, p. 182, 183,
87 #105, p. 182-5,

74 ,

60 #78, De 77,

41,
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than of natural refined camphor. Since refined natural camphor was chiefly
used in medicine, for which synthetic camphor was not permitted until June

1, 1936, the German competition was felt chiefly by crude camphors This

Table XVI. - United States-Japanese Trade in Camphor

H H

3 United States Imports of Natural Camphor s Japanese EXports
Year : Crude : Refined : Rank:_

H H :Per Cent: : :Per Cent: of : :Per Cent

: s : from S : from : Both: : to

sPounds;Dollars:Japan by:Pounds:Dollars:Japan by: by : . Yen :(U. S. by

(000): (000) : Value : (000): (000) : Value :Value: (000) : Value

1925 2,090 1,168 89,5 1,514 918 9663 10 3,175 -———

1926 1,886 1,092 94.3 1,165 760 99.6 -= 2,241  ----
1927 1,621 779 96.2 1,480 823  100.0 -= 2,274  40.3
1928 4,365 1,649  100,0 1,176 593  100,0 -- 2,413 44,3
1929 4,204 1,580  100.0 1,386 769 97.0 9 3,060  49.4
1930 1,058 419  100.0 1,031 557  100,0 -- 1,168 37,6
1931 1,964 700 98,1 1,191 573  100.0 -- 1,348  45.8
1932 1,799 513 100.0 1,045 371 99,8 1l 1,216 344
1933 1,989 411 100.0 1,599 479 100,0 -— 1,568 35.2
-1934 2,663 646 100.0 1,435 870 .100,0 11 1,716 3763
1935 964(a) 263(a) 100,0(a) 884(a) 348(a) 100.0(a) ==  ===-- ——

(a) 8 months.

is perhaps best revealed by the figures of quantity presented in Table XVI,
Refined camphor imporfs maintained a fairly steady level, but crude natural
camphor fluctuated quite severely in certain yearse The Japanese government
was several times forced to lower the price to meet the competition, evidence
of which is épparent in the relatively small incrgase in the wvalue of crude
camphor imports in 1928 and 1929 when the quantity was more than doubled.

The principal use of c¢rude camphor, except for the production of refined
natural camphor, which is kept a Japanese monopoly by the prohibition of
exports for refining purposes, is in the manufacture of pyroxylin plastics.
Here it has suffered from the wider use of other plasticizers than eamphor

and the trend toward plastics not requiring camphor, as well as from the
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use of German synthetic camphor (and domestic, since 1933).1 These
tendencies are perhaps reflected in the smaller proportion of Japanese
camphor exports coming to this country in recent years, although we were
8till her principal market in 1934.2 There was a cent a pound specific
duty -on imports of crude natural camphor, and refined camphor was dutiable
at 6¢ per pound under the act of 1922 and at 5S¢ per pound under the 1930

3

act," The medical demand for the refined product tended to keep the

imports of this fram falling as far as the other.

1 7; 42, 1926, Vol. II, p. 340; 67 #105, p. 108, 109,
2 67 #105, pe 79.
3 71. p. 213.
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CHAPTER IV

IANUF.LCTUR:D TEATILES

Total Cotton Kanufactures

Until recently Japan was only a minor supplier of cotton manufactures
to this country, but her nrovnortion by walue of our total imnorts gradually
rose from its 4.1 per cent level in 1925, advencing rapidly in 1933 and
1934 to reach 10.7 per cent. Imports in the latter year amounted to
33,400,000,311ghtly exceeding those of the prior record years of the period,
1925 and 1929. Cotton menufactures ranked 7th among our imports from Jamn
in 1925, 1929, and 1932, but had moved up to 4th place in 1934, when they
accounted for 2 per cent of the value, in contrast to .7 of 1 per cent in
1926.

Improvements in technolbgy and in munagement, somewhat lower wages
since 1928, collsctive buying and selling and price and production control,
the ability to use a larger prorortion of the cheaper Indian and Chinese
cottons than can most mills,and the depreciated yen put Japanese producers
in a favomble position for competition on world markets that, because of
the depression,gave more attention to price and less to quality than usual.l
Meanwhile, due to the crop reduction mrogram, the drousht, the cotton loans,
the processing tax (althoush a fee was levied c¢n the cotton content of
imports to equalize this), the dollar devaluation, and the NRiA, the costs
of our producers of all cotton manufactures rose.a

"Other" Cotton Rugs
Imports from Japan of "Floor coverings of cotton other than 'hit-and-

miss' rag rugs, chenille rugs, imitation oriental rugs, and grass and rice-

1 61, p. 131-4; 67 /112, p. 159,
2 61’ p. 33, 54.
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straw rugs™ doubled in quantity from 1929 to 1934 as Japan's share of our

total imports, by quantity, rose from 75 per cent (1929) to 99 per cent

(1933).

Japan special ized in the lower-priced types, principally plain

Table XVII. - United States Imports of Rag Rugs from Japan

Commodity : : : Per Cent
& : Square Yards Dollars ¢ from Japan
Year s (000) ¢ (000) ¢ (by value)
Rag Rugzs
Cotton Chénille
1929 ————— —— ————
1931 317 119 88.7
1932 4683 97 87.8
1933 1,072 254 97.7
1934 1,182 379 98.4
1935 570(a) 157(a) 98,7(a)
"Hit~and-)\iss”
1929 2,020 1,140(vb) 100.0
1931 3,583 433 100.0
1932 4,264 278 100.0
1933 3,989 259 100.,0
1934 3,750 273 100.0
1935 3,410(a) 250(a) 100.0(a)
Other(c)
1929 2,179 536 3609
1931 1,850 365 61.6
1932 2,065 243 63.2
1935 3,995 536 90.1
1924 4,756(4) 626(4) 92.9(d)
1935 1,960(a) 330(a) 93.0(a)
(a) 8 months.

Valued at the United States selling vrice.

Imports of "Other carpsts, carpeting, mats, and rugs" from
Belgium, France, and Italy were assumed to be oriental rugs
and were not included in the total in figuring percentages.
From Jan. 1, to June 4, inclusive, rugs of grass or rice
gtraw were included, For the remainder of the year these
rugs amounted to 890,000 square yeards and $68,000, None
were from other countries. Although these rugs were in
chief value of cotton they were included in “other"™ cotton
rugs only from Jan. 1, to June 4, of 1934.

and plaid rag rugs and rugs of Sanshu-yarn (reclaimed from old rags)e

Imports expanded rapidly in quantity after the fall of the yen under the
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35 per cent tariff, but were much lower in 1955 (8 months) after the
imposition under the NIRA of a fee of 20 per cent ad valorem but not less
than five cents per square yard, effective June 5, 1934, and the negotiation
of a quota agreement, effective June 1, 1934, limiting Japan's exports to
4,070,000 square yards annually. The fee was abolished on June 15, 1935 after
the demise of the NIRA, but the quota remained, after having been lowered
to 3,250,000 square yards in liay, 1935. The doqestic production of competing
rugs has been declining, with a substantial proportion carried on outside
the mills.l
Cotton Chenille Rugs

Over half of the quantity of cotton rugs produced in this country in
recent years were chenille. The Japunese production, mainly for the United
States market, has been smaller than ours,quite the opposite of the situ-
ation with regard to "hit-and-miss™ and "other®™ rugs, but has increased
steadily. Our domestic production averagzed over 2,000,000 square yards
from 1929 to 1933, was probably about half this in 1934, and increased
about 25 per cent duringz the first half of 1935, The apparent consumption
was increasing, so the share supplied domestically declined from 88 per
cent in 1931 to 64 per cent in 1933, and less in 1934, Low-priced imports,
despite inferior quality, tended to restrict domestic production even before
the NRA. With that episode it was felt necessary to impose a fee of 15¢
rer square yard in addition to the 40 per cent ad valorem duty under the
act of 1930 (itself an increase over the 1922 rate of 35 per cent),
effective June 5, 1934, and abolished June 15, 1935. There was also an
agreement restricting entries to 650,00 square yards per year, which was
revised in May, 1935, to 750,000 square yards. As a result imports were

much lower.2

1 67 /105, p. 146, 147; 67 95, pe 8¢ 9, 11, 56



"Hit-and-liiss" Rag Rugs

Rag rug imports from Japan amounted to 810,000 in 1925 and 31,100,000
in 1926 according to the Tariff Commission, The duty of 35 per cent was
shifted to the United States selling price of similar rugs in 1928 after
a cost investigation by the Commission. Japanese rag rugs, an increasing
proportion of which were made in household shops under contract to middle-
men who furnished hand looms and materials, constituted more than 70 per
cent of our imports of cotton floor coverings at the bezinning of the
period. The tariff increase was followed by a reduction of nearly one-
third in the quantity of hit-and-miss rag ruzs imported.l

The change to 75 per cent of the Japanese value in the 1930 act was a
virtual reduction of the tariff by about half, so rmuch lower were they than
damestic values. A48 a result of this and the broadened merket under deprescion
conditions as consumers souzht cheaper goods the quantities imported advanced
until 1932 and their values until 1931, There has been no increase since
1932 such as occurred with most other cotton manufactures.

Our domestic output has been declining for nearly a decade; in 1932,
when the consum>tion reached its pesk, imports supplied 90 per cent of the
whole, Our production is now lariely in homes or institutions, whereas
the Japanese industry, chiefly interested in our market, hzs become
concentrated in small factories using h=nd looms.2 A8 a result of higher
costs for our producers underthe recovery mrogram our government made a
quota agreement with Japan whereby she was to limit exports to 3,250,000
souare yards annually, effective June 1, 1934. 1In ilay, 1935, the quota was

increased to 3,550,000 square yards.5

1 65, p. 2-37; 67 #95, p. 26, 27,
2 67 #95, p. 5, 25; 67 7105, p. 144, 145,
3 87 795, p. 6, 563 67 Fl05, p. 144, 145,
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Cotton Rags
The United States has been Japun's principal market for Jayan's exports
of cotton rags, althou:h its proportion has declined, perhaps the result of

Table XVIII. - United States-Japunese Trade in Certain
Cotton Manufactures

Cormodity United States Imports Japanese Exports
& : : Per Cent : Per Cent
Year Pounds Dollars :from Japan Yen : to U. S.

90 oo oo |oe oo
e oo oo (00 oo

(000) ; (000) :(by value) (000) :(by value)

Cotton Rags

(except for

paper making) .
1928 —————— emee- - —— 7,22 85,7

1929 ————— mmmea- —— 8,308 84.6
1931 15,183 669 94.4 3,753 75.6
1932 10,182 280 98,1 ————— ———-
1933 15,399 459 99.7 5,525 5547
1934 17,161 712 98.2 4,838 55,5
1935 16,046 (a) 683(a) 98.4(a)  --=--- ————
Cotton Cloth(b) Square
Yards
000)
1925 5,051 744 7.9  eceee R
1928 1,863 278 365 ———— ———-
1927 1,401 219 2,8 = ee—-- _—
1928 1,476 229 2.6 = ~me-- ——
1929 1,038 171 1.9 ————- —
1930 : 967 114 2.0 ———— -———
1931 770 1086 1.5 64 ——
1932 789 57 1.3 264 ————
1933 1,116 79 1.3 1,299 ———
1934 7,287 363 5.8 2,763 6
1935 24,962(a) 1,213(a) 26.8(a) 8,184 1.6
Cotton Waste(c) Pounds
(000)
1925 7,291 669 18.0 ————- ——
1926 6,075 489 22.8 ————— ————
1927 6,148 412 25.4 c——ee T cma-
1928 5,522 382 12,7 808 17.0
1929 5,070 277 11.2 67 12,5
1930 4,760 232 17.8 ————— ——
1931 3,359 141 23.7 243 15.4
1932 976 18 10l cemea ————
1933 3,129 69 8.5 395 9.6
1934 1,449 53 2.5 1,265 19.2
1935 15,439 (a) 729(a) 28.6(a)  ~—---- ——

(a) 8 months.

(b) U. S. ¢ 1925-30, only "colored, dyed, printed, etc., or woven-
figured", general imports. 1931-35, imports for consumption of
all "Countable cotton cloth? For 1929 the latter classification
showed 1,217,000 square yards, $189,000, and 1.3 per cent.

(¢) Japanese classification, "Waste cotton and waste cotton yarn."
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an increase in the tariff from 20 per cent in the 1922 act to 3¢ per
pound in 19320 (about 70 per cent at 1931 prices).l The effect was
intensified at depression prices, but better times were accompanied
by increasing imports, which are principally wiping rags--old clothing
usually processed by washing or bleaching and then torn or cut into
ragse Domestic production in this country in 1931 was valued at
$5,400,000; we exported 20,000,000 pounds in 1934, valued at 931,000,
largely rags suited to remanufacture into shoddy.2

Cotton Fabrics

The statistics secured were of doubtful comparability, but there
can be no questioning the rising trend since 1931, Japanese exports
rose much more rapidly in quantity than in value, indicating lower yen
prices, S Imports from Japan declined before 1929; she was evidently
unable to meet both our quality and price requirements. "Countable
cotton cloth" includes bleached and unbleached cotton cloth as well as
the colored, etc., cloth, figures for which were given through 1930
in Table XVIII. Imports of the other two classes from Japan were
small before 1931, but due to the use of imports for all countries as
a base for the percentage computation, Japen's proportion of the total
will be relatively lower, With these reservations the table may serve
t0 indicate trends, In 1933 and 1934 Japan's share of the total reached
reecord heights,

Japan became our leading surpplier in point of quantity in December,
1935, although the United Kinzdom remained first by Value.4 Japan sold
us principully medium-fine staples, especially white shirtings, lighter
weight than domestic bleached print cloths, but competing with them for

use in.underwear, nightgowns, and handkerchiefs, selling about 2 to 1

1 4l.

3 67 $105, p. 83.
4 87 ;2 p. 1.,



90,

cent per yard below the domestic product. The ad valorem equivalent of
the duty in 1934 was 27 per cent, genermlly below that upon imports from
from other countries because they were of finer quality or more largely
composed of cloths that were printed, dyed, etc. Rates under the 1930
act were above those of 1922. It will be noted that the bleached cloths
formerly of little importance have becoie the chief component. The
quality also is better tlmn in former years.l

As a consequence of a fariff Commission investimmtion a 42.6 per
cent increase in the duty was effected by Presidential proclamation on
May 21, 1936, Furthermore, an agreement was reached with the Japanese
government during 1935 by which exports of cotton piece goods to the
United States and the Philippines were to be voluntarily limited. The
threatened Japanese competition was probably less serious than some
thought, however, for there was an increase in the stock in bonded
warehouses from 495,000 square yards in December, 1934, to 9,518,000
square yards in December, 1935 (preliminary figures), indicating that
the demand was less than had been expected by 1mporters.2

Cotton Waste

This is another commodity whose imvorts from Japan declined in
Quantity, in value, and in relation to total imports even before 1929.
A remarkable reversal in 1935, however, sent all these figures to their
highest levels of this eleven-year period. Imports, principally thread
waste used for machine wipings and for manufacture into low-grade yarn,
énter free of duty. In recent years the total imports have been equiv-
alent to about 6 per cent of the domestic production for sale, They

Were exceeded by exports. The remarkable increase in the proportion

Of the total that is from Japan is associated with the rapid growth

————

1 g7 #05, p. 138, 139; 67 #112, p. 155.
2 &7 ;112, p. 4-6, 14, 166, 167; 38, Dpe 3.
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of her cotton textile industry. It was not, however, based on a price

advantazse for the unit value of imports from all countries was below

that of imports from Japan.l

The 1924 exports from Japan to this country set a new mark both
in walue and in the share of her total exports sent here. Ileverthzsless,
the United States remained the third market, surpassed by Great Britain

and Gerrmany.2

Silk Manufactures

Imports of silk manufactures from Jaupan amounted to 412,000,000
in value and 29% ver cent of our total imports of this class in 1926,
but were declining absolutely and relative to imports from other countries
before 1929, A small recovery brought their values to 2,700,000 in 1934,
Japan's proportion of our total imports of silk manufactures advanced
from 1930 to reach 40 per cent in 1934. In rank this class was second
among our imports in 1925 and 1929, fourth in 1932, and fifth in 1934,9

This country has declined in importance as a market for Japanese
8ilk tissues, even in recent years. Japan's general expansion of exports
met stiffer domestic campetition in this country as well as a demand for,
bParticularly, the higher quality goods in which she was less well equipped
to canpete. The above trends are clear but any detailed comparison of
the Japanese statistics of the different years in Table XIX should be

\andertaken with caution, for in some years at least rayon and artificial

s1ilk were included.%

Broad Silks
Cloth for export was woven mainly on power looms in Japan, but the
inferiority of equipment, skill, technique, and management confined the

production to rather simple lowe-grade goods at the bezinning of this

41; 67 4105, p. 182, 183,
67 #105, p. 79.

41,
')
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Table XIXe. - United States-Japanese Trade
in Silk Tissues

United States Imports of Droad Silk

o0 foo oo

Japanese Exports

]
H
Year : :
: In the Gray(a) :Bleached, Printed, or Dyed(b):
H H ¢ Per Cent H : Per Cent : ¢ Per Cent
sPounds:Dollars:from Jajmn: Pounds : Dollars:from Jamn: Yen : to U. S.
¢ (000): (000) :(by value)s (000) : (000) :(by value);(000):(by value)
1925 1,179 5,893 87.0 410 1,747 25.4 21,038 18.0
l926 1,916 8,467 85.3 228 1,184 16.8 26,268 1947
1927 1,798 6,990 86.7 125 669 8.0 18,190 13.0
1028 1,808 5,893 86+5 213 775 8.9 15,406 11.5
1929 2,073 5,647 85.9 274 999 12,0 14,703 9.8
1930(c) 767 1,853 84.3 94 308 12.1 6,528 9.9
1930(d) 206 404 (d) 206 404 (d) —————— mca-
1931 1,223 2,069 75.4 443 924 30.4 4,673 10.7
1932 1,008 1,064 9046 177 249 3067 4,244 8.4
1933 1,106 965 88.5 207 329 28.2 6,127 9.7
1934 1,024 944 88.8 331 621 3846 5,532 7.2
1935 708(e) 632(e) 89.7(e) 393(e) 732(e) 5647(8) =emee=  —aea

(a)

(b)

1925-30(c): general imports; broad (except pile); all silk, in the gray.
1930(d): general imports; except pile; over 30 inches wide; not Jacquard-
figured. 1931-5: imports for consuuption; except pile; over 30 inches
in width; not Jacquard-fizured; in the gray; all silk, 1930(d) includes
both colored and gray.

1925-30(c): gensral imvorts; broad; dyed, colored, or advanced. 1930(d):
general imports; except pile; over 30 inches wide; not Jacquard-figcured.
1931-5; 1imports for consumption; excepnt pilej over 30 inches in width;
not Jacquard-fizured; bleached, dyed, or printed; all silk, 1930(d)
includes both colored and graye.

Ending June 17.

Beginning June 18. The percentage is omitted as the change in the
classification makes it incomparable,

8 months.

periode The lack of modern dyeing and throwing facilities ("throwing" is a

process that imparts more twist to the raw-silk threads) also restricted

production to goods of unthrown silk in the gray or bleached, such as the

two leading exports, pbngee and habutae. Oriental pongee is a cheap, plain=-

woven, undyed cloth made of unthrown tussah (wild) silk.l Genuine pongee

has been produced only sporadically in this country; most of the output is a

l 64, p. 8’ 9’ 17’ 65.
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cheaper imitation.l Habutce, as imported, is a lustrous white silk suitable
for linings, underwear, ne_ligees, dresses, shifts, upholstery,etcs Aabout
half of the imports were used without dyeing or printing when this report
was made by the Tariff Commission in 1926, It was a lower-priced cloth
than any all-silk cloth produced in this country; rigid government insvection
was practiced to insure against adulteration.z

Table XIX shows a great decline in the value of imports of broad silks
in the gray from Japan since 1926, The percentage of our imports sent us
by Jamn has been on a hisher level berinning with 1932 than vefore and
during the depression, however,® About three-fourths of the imports under
this classification ncw are genuine pongee. Habutae 1s second in importance.
Chiefly the lighter and mecium weichts are imnorted, competing only indirectly
with domestic fabrics of a different nature, such as silk mixtures and rayon.4
Under the influence of increasing prosperity until 1929, these cheaper silks
were apparently in less demand in this country; although the quantities
imported expanded after 1927, they were valued at less. With the depression,
of gourse, the demand for all silks collapsed quite suddenly.

According to Japanese statistics the United States took a smaller share
of her exports of ponzees (from 78 per cent in 1929 to 45 per cent in 1934)
following the depression amd a slightly larger share of her exports of
habutae (from 10 per cent in 1928 to 12 per cent in 1934). The United States
was her first market for pongee and her third for habutae in 1954.5

The other important group of broad silks according to the United States
classification was ™bleached, printed, piece-dyed, or yarn-dyed™ all-silk
fabrics, chiefly printed and piece-dyed pongees and Fuji cloth (imitation

pongee), Apparently the lack of dyeing facilities at the beginning of this

1 67 /105, p. 150, 151,
2 64, p. 9, 15, 229.

3 414

4 67 4105, p. 150, 151,
5 87 105, p. 79
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period has been remedied, at least in part, for in the first 8 months of
1935 these fabrics exceeded in value the imports of broad silks in the
graye

In 1926, 2% per cent of our imports from Japan were silk fabrics,
The ratio had fallen to 1.2 per cent by 1933.1 The tariff remained at
55 per cent upon both classes of broad silks throughout the period.2

Hats

The quantities of hats exported to this country by Japan were
greater after 1930, as were the yen values, althoush the latter did not
reach the 1929 level, The peak year in the collar value of our imports
and in the quantity of Japan's exports was 1931, but dve to the lower
exchange value of the yen in 1929, that year was first in Japanese
statistics, though second in ours. There must have been an unusual
domestic demand for cheap surmer hats in that year. There is practically
no domestic production of the principal sorts imported from Japan, but
there 1s quite an industry employed in finishing the hat bodies.3
Japan supplies now over one-fifth of our imports of hats of straw or other
fiber,

Before 1930 imports from Japan paid a duty of 35 per cent; beginninz
in 1927 over half the value wus composed of blocked or trimmed hatse.
After the 1930 act the duty on blocked or trimmed hats was 29 1/6 cents
each plus 50 per cent; hats of these sorts not blocked and trimmed entered
at 8 1/12 cents each plus 25 per cent if bleached, dyed, or colored.(appar-
ently higher than the former rate in most cases, under the ruling prices),
and at 25 per cent if not bleached, dyed, or colored.4 This change resulted

in the practical elimination of imports of blocked and trimmed hats.

71’ Po 211.
a7 #105, pe. 150, 151,
67 #105, p. 160, 161,
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Bleached, dyed, and colored hats are our larzest imports despite the
duty disadvantage. Most of the imports were paper imitation Panama
hats, almost none of which come from other countries, In the other
items such as palm leuf and straw hats Jepan was generally an unimpor-
tant supplier.l

Table XXe - United States-Japunese Trade
in Hats and lLiaterials

Commodity: United States Imports : Japanese Exports
& : s Per Cent ; Rank : : Per Cent
Year ¢ Dollars:from Japan: by ¢ Dozens : Yen : to U. S.
:(000) :(by value): Value : (000) : (000) :(by value)
Hats (a)
1925 721 9.1 16 = eemma- 2091 ————
1926 1,939 18.9 - ————— 4310 ————
1927 1,674 13.5 -~ eeee- 2052 27.1
1928 432 S.6 - 141 1799 14.8
1929 2,807 19.5 8 572 7200 39.7
1930 1,860 16.0 - 436 3589 39.4
1931 2,950 20,1 -- 1,098 6201 5843
1932 1,143 244,95 9 8637 3035 3943
1933 896 2l.8 - 886 4136 29.7
1934 1,204 19.9 12 836 4514 25.3
Hat Mate- Bundles
rials (b) (000)
1925 1,530 40,3 11 7,947 3,638 ————
1926 1,927 9.4 - 9,488 3,761 ———
1937 1,823 54.8 - 7,819 2,879 ———
1928 563 18.4 - 2,526 1,161 24,9
1929 728 16,5 13 3,073 1,356 2642
1930 544 13.8 - 2,102 875 ———
1931 341 13.2 - 1,799 623 34.6
1932 152 10.8 17 1,741 633 ————
1933 748 53,9 - 8,859 3,303 42,3
1934 1,200 8lel 13 13,622 4,941 61.6

(a) U. S. : Hats of straw or other fiber. Japan: Hats, caps, and
bonnets.

(b) U. s. : Hat materials of straw or other fibar. Japan: Plaits
for hat-makiaze. The percenta:-es are computed from the data for
"Plaits of straw and hemp"™ given in 67 7105, pe. 79, which
correspond very clorely to the values zgiven here,

—
"

1 67 7105, p. 160, 161; 67 #97, De 9.
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Hat Materials

In 1928 there was a tremendous fall in the value of our inports of
hat materials from Jamn, accompanied by a decline of 2/3 in quantity
and a fall in the per cent of our total imports of this class coming
from Japan by nearly 50 per cent, The drop in our inports of hat
materials from all countries was probably due to changing styles,
although unit values of imports rose from j;.0042 to 3.0048 per yard.
There was little change in the rélationships between Japanese and other
prices, 1 put the devclopment of braids in part of synthetic textile,
such as pedaline (a hemp core, usually, wrapped spirally with a narrow
strip of cellophane), and neora (a ramie band luminated between two
cellophane strips) may expluin the decline in Japan's relative impor-
tance. When Switzerland supplied nearly all the pedaline braid before
1931, it was used only for high priced millinery. Japan entered the
market in that yeur with lower prices, but compiurable quality, but not
until 1933 did braids in part, but not chief value, of synthetic textiles
exceed in value the balance of imports of hat materials from her. Over
2/3 of the 1934 imports were of pedaline braid.?

Unbleached braids of straw and hemp were the items of next impor-
tance. Imports of these from Japan were an 1ncreasing'proportion of
imports from all countries, beginning with 1929, so evidently the
declining ratio of Japanese hat materials to the total until 1932 was
due to a shift in demand away from these straw and hemp braids in which

long experience and the availability of raw materials had given her a

natural advantage.3

Straw and manila hemp braids, not bleached, dyed, colored, or

1 4’1'
2 67 97, p. 2, 3, 6; 67 #105, p. 158, 159.
3 87 #4105, p. 158, 159; 59 /642, De 7.
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stained, paid a 15 per cent duty throuzhout the period. Pedaline braid,
873 per cent of which came from Jepan in 1934, was dutiable at 15 or 20
per cent before the act of 1920 and at 45 per cent thereafter, but the
increase of imports was not halted. 1 There is no domestie production
of these types of braids. Certain braids of synthetic textile are
produced in this country, but producers have suffered from (1) a general
lowering of millinery prices so that cheaper materials were required, (2)
style trends in hicher priced millinery away from braids, especially the
rough braids made here, and (3) the increasing competition of imnorted
materials,which consuiers have preferrede The United States value of

our imports probably exceeds the value of domestic braid production.z

1 67 #105, p. 158, 159.
2 87 797, p. 1, 2, 9, 10.
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CHAPTAR V

OTHCR LasWUFACTURELD PRODUCTS

Pottery and Glassware

Pottery

One of the more important exports of Japen to this country has been

pottery, accounting for around 1} per cent of the totul value until recent

years, Its proportion reached 3} per cent in 1934, well ahead of any prior

year of the period. Long expcrience, an abundance of raw materiall, and

organization as a household industry with low wages and low capital COStsa

it Japan for internation:l competition. Imports of earthenware, much the

Smaller class, expanded through 1930 while those of china and porcelain
declined from 1928, but the depression brought no importunt shift in the

Telative positions of the two. China and porceluin imports remain about

twice as large in value and Japan continues to supply a considerably
l&rger part of our total imports of those articles than of earthenware.
Produetion in this country is almost entirely earthenware.

Despite high duties, imports of household table and kitchen pottery

have supplied a much larzer part of our total consumption than in the case

Of most manufactured commodities from Japan. The larze amounts of skilled

hangd 1avor roequired are prejudicial to the success of United States

Producers, especially in the more hizhly decorated articles., Japan supplies

large quantities of these, as do the Furopean countries; Japan sends

Principally, however, articles of intermediate and low price,? which compete
to g larger extent with domestic producers. In the cheap lines of both

€& rthenware and china this competition is severe, althouxh concentrated
\

S9 642, pe 7.

35, p. 96

67 7105, p. 112, 113.
67 #1102, p. 3,

PO
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prineipally in decorated cups and saucers not parts of sets, of which she

supplied nearly 40 per cent of the domestic consumption (in cuantity) in

1933 and about 25 per cent in the first half of 19Z4.

Imnorts of medium-

priced goods are princinally china, competing only indirectly. A sub-

Table XXI. - United States- Japanese Trade in Pottery
and Glassware

Commodity : United States Imports : Japanese Exports
& : ¢ Per Cent ¢ Rank : Per Cent
Year ¢ Dollars:from Japan: by : Yen : to U. S.
¢ (000) :(vby value): Value : (000) : (by value)
Pot tery
1925 3,950 23.1 5 12,022 34.1
1928 5,762 29,9 - 13,947 42,0
1927 4,731 2344 - 12,24 40,2
1928 4,682 26.0 -- 13,792 39.8
1929 5,335 28.4 4 14,500 29.2
1920 4,832 3242 - 10,820 39.8
1931 2,760 33.2 -— 6,634 34.4
1932 1,513 34¢6 5 6,441 28.1
1933 2,458 44.4 - 10,130 28,6
1954 4,164 57.9 3 14,314 34,2
Glass and
Products
1925 82 D 19 ————- ————
1926 115 ) —— —————— —_——
1927 1086 ) -— menea- -——
1928 101 o7 - —————— _————
1929 178 1.3 19 ————— ————
1930 117 1.3 - —————— ———
1951 92 1.3 - 100 1.5
1932 108 249 18 492 5.9
1933 134 3.8 - 803 5.2
1934 390 92 18 1816 9¢3
1935 —-—— - - 2309 9.9

stantial amount of the imports are excellent guality dinnerware, well

above the price rangs of ordinary domestic earthenware. Some, less

expensively decorated, are .nore or less competitive in nrice with the

doestic article,

Imports from Japan accounted for about 10 per cent

(of the number of pieces) of the comnlete earthenware or china dinner

sets (domestic and Japanese) sold in this country in 1933, and about
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15 per cent in the first half of 19Y4, 'The increase, and the imports, were
largely sets with a larse number of pieces, whereas the domestic industry
specializes in the smaller set.s.l As to kitchenware, the share of Japan
in the United States consumption declined from 88 per cent in the first

half of 1933 to 36 per cent in the first half of 1934 as the domestic

production expanded greatly.2

Japan has partially supplanted Germany, France, and Czechosliovakia
in ouf markets, sending mostly :oods of lower cuality for which depres-
sion conditions widened the mmrket, but also having a price advantage
on similar goods, particularly after her currency depreciation. Before
the depression her cheaper goods probably found readier markets in poorer
countriesj the United States was taking a declining vwroportion of her
exports at that time.

ﬁnder the recovery codes costs of domestic producers rose considerablye.
Jamnese price competition did not increase in saverity, however, due to
the advance in yen exchange and to the practise of the Federation .of
Japanese Pottery Exporters' .ssociations, formed in 1933, of advancing
the prices of the major classes of pottery exported to the United States.
For about 3 ronths late in 1934 imporfers brought in abnormally large
quantities of pottery in anticipation of an advance in the price in
Japan. This partially accounts for the larze imports of that year while
tending to reduce them in 1955.3

The duties under the act of 1922 applicable to the principal iwmports
from Japan were 70 per cent on decorated china and porcelain and 50 per
cent on decorated earthenware. The act of 1930 imposed an additional

10 eents specific duty upon imrorts of decorated earthenware and of

decorated household table and kitchen ware of china and porcelain,

3 67 7105, p. 114, 115,
3 67 #105, p. 8, 9, 11, 12,
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The specific duty assumed particular significance with rezard to low=-priced
imports from Japan. One rather unusual result of its application was that
the ad valorem equivalent of the duty upon undecorated articles became
cénsiderably hizher than that upon the decorated articles of higher value,
placing a sort of premium upon the export of this latter class.l

Glass amd Glassware

In 1935 the Comerce Yearbook first included glass and glassware anong

the principal comnodities exported from Japan to the United States, giving
data for the years back to 1931, Thisitem has shown a remarkable increase,
but exports to other markets are of much more importance to Japan.

our imports from Japan have never fallen back as far as the 1920 level
in value and in 1934 set a mark over twice as great as the previous maxi-
mum,

Before 1930 articles for chemical, scientific, and experimental
purposes comprised the larzest class, althousgh they were never over one-
fifth of the total. Second in value was cut or decorated glassware. The
classifications have been changed since that year, but it appears that
scientific articles lost their preeminence in 1932. Blown glassware of
various kinds now forms the bulk of the imports. aAnimal figures and
glass novelties, bowls and vases, table amd kitchen ware, and decorative
jars and bottles are included. liost of the Japanese products are man-
blown, whereas a lar:e part of the domestic articles are blown by wmachine.
There is very little doiestic production of decorative glassware except
bowls and vases.z

In this field, as in others Jamn has taken advantage of her low-

priced skilled labor and the adaptability of her smallesc:le industry

1 67 105, p. 112-17; 67 102, p. 1, 2.
2 87 105, p, 116, 117,
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t0o the production of novelties for sale at low prices in forei;n markets.
Despite higher tariffs under the act of 1930, her products have met marked

success. Continued recovery my me.n a shift to hizher quality goods, where

her advantaze over other foreisn coutrtries is lesse

Toys

Toys are becoming of more importance in Japan's exports to the United

Statess Their proportion grew steadily from .4 of one per cent in 1927 ,

the first year for which data were obtained, to 2.4 per cent 1934.1

At the beginning of this period toy manufucture in Jaran was virtually
a household industry save for the production of celluloid and rubber toys,

which were lar:rely by-products of factories specializing in other manu-
factures of these materials, This condition, conducive to low prices, has
probably not been substantially altered. Japan produces chiefly for the
export trade, for which the United States is the princiml market.z.
Japan's exports of toys to all markets increased except in the depres-
Sion years; exports to this country remained a fairly constant proportion.

In value the 1929 level has been passed and Japan has becoue our prineipal

supplier althouzh at the be;iuning of the period she was rather unimportant,

Japan has largely replaced Germmany in our toy markets.d

Dolls and parts have been important throughout. Bisque dolls designed
to retail at not more than 10 cents each, dolls of ceilulose compounds, with
and without movable parts, and stuffed dolls of textile or thin leather are

the principal types imported from Japan. Japan is almost the only external

Source of most of these; celluloid dolls without movable parts are the only
kinqQ made extensively in this country with which the Japenese dolls compete.

The gduties were 60 and 70 per cent in the 1922 acte The 70 per cent on

—_—
; az,
= S9 4445, p. 6, 10, 11,

<4l; 37.5.
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dolls of bisque, china, etc. has been retained, but the imposition of

compound duties on the other types has resulted in ad valorem equivalents
well over 100 per cent. Hand labor, a variety of styles, and long experi-
ence in the minufacture and use of cellulose and clay products give Japan
an advantage not offset oy the tariff.l

Table {{III. - United States- Japanese Trade in Toys

H United States Imports Japanese Exports
H : Per Cent : Rank : Per Cent,
Year :Dollars :from Japan: by Yen : to U. S

: (000) :(by value):Value :(000) :(by value)

oo o0 |oe oo

1925 248 8.1 18 e mmcee
1926 383 847 -— ———— —mema
1927 343 7.5 - 3,417 32.5
1928 403 9,5 - 3,665 3343
1929 1,321 25,8 14 4,631 3344
1930 1,332 31,4 - 3,470 29,7
1931 1,149 30.9 - 2,928 30.0
1932 788 31.7 12 4,987 33.0
1933 857 45.5 - 8,976 26.5
1934 1,560 766 10 9,604 31.6
1935  —=—-- JR— - 11,494 3440

Rubber toys (animals, fish, balloons, and water pisvols) surpassed
dolls in value in 1933 only. In that year they supplied about 6 per cent
of our domestic consumpti&n, more than at any time since. Celluloid ani-
mals and birds, rattles, and other toys, bisque or porcelain tea sets or
figures, and miscellaneous toys of various scrts are also important. In
almost every case the last few years have seen rapid inereases in the
value and the proportion from Japaun. Germany has lost her former priority.
Many of these articles are not produced in this country, often because of
the necessity for hand labor. In other parts of the trade variety and

new ideas that catch the fancy are important factors.

1 67 #105, p. 164, 165.
2 87 ;}105, Pe 164-7.



klectric Lamps

It may seem surprising that Japan supplied 21 per cent of our total

imports of electrical machinery and apparatus in 1v25 and that this pro-

105.

portion has increased, runging from 39 to 71% per cent from 1929 throuch

1934 and averaging over 50 per cent in 1953 and 1934. This group ranked

only 17th among our imports from Japan in 1925, 16th in 1929, 10th in

1932, and 15th in 1934, Ho.ever, electrical eguipmentis a field in which

the preeminence of the United States is such that it need import very
little., ¥lectric lumps were the bulk of the imports and of these Japan
has been sending an increasing portion, largely low-quality bulbs at
low prices, No great technical zdvancement is required and the low
wages and smull overhead cozts of the household industry that procuces
them give her a great advantage.l The bulk of the impnorts before 1930
were carbon filament incandescent lamps. The expiration of domestic
tungsten filament patents in 1929 permitted Japan to enter this field
and carbon filament lamp exports have rallea off even more rapidly
than they grew. The duty was maised from 20 per cent to 30 per cent
in 1930, but they would have declined anyway.2

Imports of metal filament lamps rose steadily through 1933 in
quantity, but were reduced nearly oune-fourth in 1934 by trade restric-
tive measures applied in this country.3 Japan has come to supply 99
per cent of our total import trade in these. The largest part, by
quantity thoush not by value, has been miniature Christmas-tree, toy,
and flashlight lamps, infcrior in quality, and lower in price than the
bulk of the domestic products Imports of Christmas<ree and toy lamps

have probably equaled or exceeded domestiec production in some recent

1 35. p. 96.
3 3745
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years. The larve increase in imports since 1929 resulted to a consider-
able extent from the expiration of domestic tun:sten filament patents.
Domestic production of lamps othe%kﬁ niature (metal filament) was valued
at abaut $41,000,000 and exports in 1934 were more than twice i:r:ports.1

Table XXIV. - United States-Jamnese Trade in Zlectric Lamps

Japanese Exports

United States Imports of Incandescent Lamps

H
Year Metal Filament(a) : Carbon Filament ;of Lamps and Parts
: : : Per Cent : : : Per Cent : ¢ Per Cent
:Number:Dollars:from Japan:Number:Dollars:from Japan: Yen ¢ to U. S.
¢ (000): (0O0U) :(by value)s (000): (000) :(by value):(000) :(by value)
1925 1,121 26 7.1 19,501 478 42,7 —— —
19268 1,464 52 12,7 16,599 513 40,7 ——— ———-
1927 2,334 72 3640 17,665 629 99.7 1765 25.7
1928 2,367 61 44.2 30,339 886 82,2 2616 3le.2
1929 4,285 125 89.3 37,502 1092 88.3 3113 32.8
1930 28,798 747 95,9 13,201 459 9365 2788 34.2
1931 67,552 1,335 97.4 1,597 54 99.4 3040 3867
1932 113,269 1,138 97,9 155 2.8 71.6 4667 353695
1933 120,423 739 99,0 169 2.2 90.0 3273 ———
1934 92,721 832 99.2 70 ¢85 61,2 3155 20.1
1935 we—cwaa -————— B _—— 2631 15.7

(a) In some years very small amounts of "other"™ la.ips were included with
the metal filament groupe

The United States increased in imnportance as a market for Japan until
1931. By 1934 our promortion was only 16 per cent. The market for lowe
priced lamps would natur:lly be reduced in this country as the effects of
the depression wore offe ‘hile our imports decreased other countries
continued to buy more from Japan.

Brushes

Under the Fordney-icCumber Tariff brushes imported from Japan were
dutiable at 45 per cent for the most purt, but the 1950 act increased the
rate in most cases to 50 pzr cent plus one or two cents.z The effects of

this change would appear to be a drastic reduction of imports if the hish

2 71, p. 213,
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marks of 1929 ($2,000,000) and 1926 ($1,300,000) be compared with sub=
sequent values falling to 450,000 in 1933, On the other hand, the
effects of the tariff increase cannot be separated from those of the
depression. Iloreover, comparison of the years before 1929, exclusive

Table XX{V. = United States~Japanese Trade in Brushes

: : Japanese

: United States Imports : ExXxports
Year : ¢ Per Cent : Rank :

: Dollars : from Japan : by : Yen

:  (000) : (by value) : Value :  (000)
1925 850 57.6 15 5097
1926 1,304 62.7 - 4599
1927 720 48,6 -- 3261
1928 864 55.2 - 2984
1929 2,024 72.1 11 4022
1930 830 6l.4 - 1328
1931 720 62.6 - 1134
1932 468 8l.9 15 1256
1933 450 83,8 - 1679
1934 633 6645 17 1208
1935 = e---a —— - 1663

of 1926, when the value averazed a litile over $EC0,000, with values
of $800,000 and $700,000 in round numbers for 1930 and 1931 would
indicate that the tariff had little effect. The statistics will, of
course, not reveal whether imports mizht not have been greater had

the tariff not besn incressed. The failure of imports of brushes to
respond more rapidly after the depression may be due to this increase;
certainly, Japan has the advantages of low nges and experience. Her
camphor supplies gave her an early start in the manufucture of cellulose
compounds., Other materials sre imported but are not bulky in relation
to Value.l As far as Japan was concerned, exports fell more suddenly
and more severely than was the case with most commodities. Some re=

covery was made, but predepression levels were not approached. ilever-

1 13,p. 145.
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theless, brushes approximated their predepression ratio to the total exports
to the United States in 1933, 1934, and 1935,l so that any definite results
of the tariff increase may not be seen in the presence c¢f the many other
factors. In 1934 and 1935 the United States took about one-third of Japan's
brush exportse.

The largest single group in our imports from Japan was toothbrushes,
but not until 1929 and 1930 did they make up riore than half of the imports
in this classification. About one-fifth of the domestic consumption of
toothbrushes with handles of cellulose campounds is imported, over 95 per
cent from Japan, which has a price advantage over other countries. The
change in the duty sent the ad valorem ecuivalent to 178 per cent in
1933 in contrast to 45 or 60 per cent under the former act.® Our other
toothbrush imports were chiefly low-priced toothbrushes with bamboo
handles,not produced in this country since 1934, which are sold princi-
pally to prisons, asylums, and similar institutions. The duty, formerly
45 per cent, reached an ad valorem equivalent of 125 per cent in 1933.
Contrary to the usual trend, Japan is a somewhat less important supplier

now, with about 80 per cent, than she was in'1929, with 85 per cent.3

1 4l.
2 67 #105, p. 160, 161,
3 67 #105, p. 162,163,
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CHAPTER VI

SULMMVARY
New Items

Many of the items which later became of considerable importance in the
trade of Japan and the United States were not of sufricient significance
early in this period to warrant their inclusion in lists purporting to pre-
sent the "principal items.™ Among those not appearing in the Commerce
Yearbook list for the years before 1927 are: lamps and parts, ranked 15th
acocording to United States statistics in 1934; toys, ranked 10th in 1934;
beans and peas, that slipped into last place in 1932 and werenot listed
again after that year; ani vegetable oils, ranked 8th in 19%4. Another
group, for which the 1931 fi ures were the first given, included insect
flowers, ranked 7th in 1934, cotton fabrics (total cotton manufactures
ranked 4th in 1934), fish and shellfish, glass and glassware, ranked 18th
in 1934, and knit goodse Generally, though small in walue, thése increased
rapidly. First apprearing in Japan's lowest year of the depression, they
would naturally appear to grow more rapidly than others whose former
status was available for comparison.l

There were also certain commodities not always sufficiently important
to secure separate listing in the official statisticss Cotton floor cover-
ings were not separately listed in our ;tatistics before 1929; perilla oil
not before 1928; mags, except paper stock, not before June 18, 1930; and

fish scrap and fish meal not before 1931.2 In the Japansse statisties, also,

such commodities as fish meal and tuna fish in tins were not separately

classified till 1934,°

Conversely, beans and peas and silk waste and floss declined in

1 42,
2 41,
3 67 #105, p. 78-80,
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importance and were dro.ped from the Commerce Yearbook after 1932.1

Variations from the Generul iverage

The general movements of trade during this period, in brief, were
as follows; 1in terms of yen, 1925 was the peak year, with 1929 second,
in exports from Japan to the United Statess Except during 1929 there
was a steady decline until 1931, after which recovery set in. Although
the total exports to the United cCtates dronped severely in 1933, this
may be disregarded for our purposes since it wus almost entirely due to
the slump in raw silk values, other commodity exports continuing to
expand, In dol}lars, 1925 was the year of the lowest predepression value
and 1929 that of the hi.-hest, Total imports from Jamn did not begin to
rise until 1935, but if raw silk beexcluded, the imports of all other
commodities are seen to have turned upward after 1932.2 Therefore we
may say that the usual trend, according to the number of commnodities
following it, was upward after 1931 in yen and after 1932 in dollars.
The cases in which such an upturn reached predepression levels were

sufficiently out of tie ordinﬁry however, to deserve especial mention,

110,

In most cases Japan's share of our total imports of the com:zodity inereased

during the periods Not nearly as general wzs the tendency for the United

States to take a larzer part of Jamn's ex;orts of these principal commod-

ities. A brief discussion of the wariations from these general trends may

add to our understanding of the forces in action.
Failure to Recover
Outstanding in this group is raw siik, a luxury product suffering
fron lack of demand in the United States due principally to poor business
conditions and the competition of rayon. !lost of the'decline in values

was due to falling prices, for the quantities imported have remained

1 42,
.2 67 7105, p. 8.
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above those of 1925 and 1926. Its value in 194 was below that of 1931
or 1932 in either dollars or yen; otiier marxets have become more si;ni-
ficant for silk, tea, cnd vegetable wax as a result of the pressure of
low prices and a small demand hsere. Tea has falled to recoup its losses
in value, measured in terms of yen, in the face of a secular decline in
the demand, Japan's former preeminence in our markets seens definitely
gone., Vezetable wax also falled to participate in the general recovery.
Japan's exports of fish and shellfish were less in 1934 than in 1931;
crab meat imports from her declined continually until 1934 in value and
in proportion to imports from all countries partially because of the
Japanese price-maintenance policy in all probability. Other markets for
crab meat have proved more receptive than ours, &lso. "Hit-and-miss" rag
rugs seem less in dem:nd in this country and have been restricted by
quota agreements; and the demand for dyed, colored, etc, silk fabrics
(broad) is still low, Japan's exports of hats, caps, and bonnets have
not reached their 1931 level. The United States is a less important
market for silk tissues and hat, caps, and bonnets than formerly,
This is not a si;n of lagis.rd recovery in the latter case, for 1931
was nearly the peak year. The case of electric lamp bulb imports is
similar, The expansion was not checked until aftér 1931,

Only two mmnufactured products, of moderate importance, have
actually failed to recover from the low point of the depression: "hit-
and-miss™ rag rugs and broad silk fabrics, dyed, colored, printed, etc.
In such important agricultural products as raw silk, tea, and vegetable
wax Japan has been unavle to maintain the volune of her trade with this
country, It is possible, however, that greater prosperity will mean a
continued reduction of the murkets for her hat bodies and lamp bulbs,

each of which is a substitute for something betters
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Commodities That Have Regained Fommer Levels

The trade in pyrethrum had attained predepression levels by 1934,
measured either in yen or in dollars. Vegetable oils did even better,
leaving far behind the previous high year of 1927, in terms of yen.
The principal cause of this was the unprecedented expansion of the trade
in perilla oil, althou:h rapesced oil also reached predepression levels
in value, Edible fish and fish moducts, despite the decline in erab
meat, returned to the levels of 1925 to 1927, gains in canned tuna fish
going a long way toward making up for the losse The Japaness classifi-
cation, "Foods in tin and bottle", showed uin average value of exports to
the United States for 1933 to 193 almost one-fourth above the previous
high annual value k1929), despite hei:htened tariff barriers., Tish meal,
not included in the above. fish and fish products, since it is not an
edible product,is a comparatively new fieid for Jamn, but one with great
possibilities,as she has alreudy discovered.s Exports in 1328 and 1929
were so sméll as to mmke comparison with the present futile, In the last
two cases, however, other markets for Japan have expanded more rapidly
than ours,

The Japanese data for the values of fur ex:torts also indicate that

1929 has been surpassed. The United States statistics show that not even
the 1931 level has been reached; the two classifications are not compar-
able. UnitedStates imports of mink from Japan were in advance of the
1925 imports, but not near any other predepression year. Japan seems to
be supplying a smaller purt of our imports than previously, but accidental
variations in the size of catch and quality of fur may account for this.
Cotton manmufactures reached their hizh point in 1934, "Other® cotton ruzsand

countable cotton cloth. reached mredepression levels. Cotton waste touched







a new high in yen in 1334,

Exports of hats, caps, and bonnets from Ja an were above most pre-
depression years in 1333 and 1934; in dollars, the imports of hats of
straw or other fiber were above 1925 and 1928, As to hut materials,
dollar wvalues show a return to the former status, while the yen value
was a new high for the ppriod. In such camparisons as these the erfects
of the low foreign values of the yen and the rising export prices in yen
are seen repeatedly. Pottery had reached its former level; earthenware
slightly exceeded the 1929 peak in terms of dollars. Exports to other
countries had advanced even more rapidly, making our proportion smaller.
Glassware set a new record for the period in 1934, Toys, in yen and in
dollars, set a new record in 1934, Iienthol could make no claim to pre=
depression status except in terms of yen. With eleétric lamps as with
hats, the 1925 valwe wus easily exceeded in 1934, Here, however, practi=-
cally all our imports are now metal filament lamps; in 1925 they were
practically all of carbon. OQur proportion of Javan's exports declined in
late years as other countries found the cheap lamps more to their liking
than we did.

Of these commodities it will be noticed that cotton mAnufactures,
toys, glassware, perilla oil, canned tuna fish, and fish meal were
relatively unimportant at the beginning of this period, The first three
are not new products but the extremely successful attempts to meet the
needs of our market in these lines represent a new degree of skill in
foreign marketing and in production for such markets. The last three
are new products whose possibilities were neglected before « As early
as the first half of 1934 it was apparent that miscellaneous items were
gaining on the major commodity exports of Japan.l This 1s not surprising

for these markets have been less fully exploited and producers in the

1 36, May, 1934, p. 32; 3949, Do 1l
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countries entered by the Japanese goods are less powerful.

Of the two principal classes of obstacles met by Japan in our markets,
one was composed of trade restrictions in the nature of hizh tariffs, quotas,
fees, and trade agreements. The frequent use of specifie or compound duties
resulted in hicher barriers, in effect, as the prices of goods fell., Japan,
supplying generally low-priced goods,was particularliy affected. The barriers
raised in other countries seem to have been more serious. The other zeneral
category was inclusive of all the factors affecting our demand for her
products. In very muny cases Japan was unaile to supply goods of high
enough quality to meet any general dsmand in this country. During the de-
pression years the cheaper g ods were often more in dem:nd. a8 tine wears
on Japan will find our demands more exacting; she already has found the
great possibilities of the markets of backward countries as outlets for
her industries. Price is more inportant-and quulity less important in
those countries and Japan is better fitted to fill their needs. With
most commodities in the period just past, the ?en depreciation and Japan's
intense efforts to moduce cheaply soods for export marlkets have increased

her projortion of our total importse.
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PART THRIZE
T EXPCRTS CF il UNITS

STATLS TO JAPAN
CHAPTER I

sXPORTS TO JaPall BY nCONCLIC CLASIES
By far the lar:est class is crude uaterials, which has advanced to new

levels since 1930 with the greater importance of raw cotton. .although

exports were above those of 1925 to 1931, declining cotton shipments since

1932 account for ile felling percentace shown in Table XXVI. Of the other

commodities included, hides and skins, erude petroleum, and phosphate rock

have shovn marked advances since the depression years; tobacco leaf, logs

&nd hewn timber, and unmanufactured wood have iiot advanced as rapidly largely

- because of barriers raisad against imports in attempts to gain self-sufiici-

Sncy and a favorable balance of trade.

Finished manufactures was the second class until 1933, accounting for

One-guarter of our eéxports to Japan before the depression, but much less

NOow that Japanese industry supplies so much of its home mrket, leaving
Prineipally new, complex, and hish-quality articles for foreign producers.

The demand for these is less, of course, but may be expected to increase

&S Japan grows more prosperous. Advanced iron and steel and petroleum

13?I'-"::od\.\czts, machirery and vehicles, and photographic and projection goods

A xe the principal components,>

Exports of semimanufactures declined relative to the total until 1932
But have since advanced into second place with twenty-thrse per cent in

—

1 4,
2 4,




v
23



116,

*SpuBSNOY%
Ul USATS €% sonTeA eyj wolJ posynduwod eJem uwef 03 3Juss sefwjusdoxad oyl °(cceT) 86 naﬁnmaumNOﬂv TP 5€2Inos

e*vy == 9°¢cT === 0°%4 -—-- 9°2 -—-- g*oe -———- ceeT

8°1¥ 0°ST geot 0°¢3 0°8 1A 8°2 2T 1°1¢ 09 121) 8

L ANAS cect ARt 6°4T ¥*6 I’ (4 e 6°ce L°L9 ceel

9°6% v°cT *cT 21 9°6 e°1 LS 3° 9°3¢ 4°04 ceeT

1°L¥ 0°¢2 becT AR A ¥°0T ¢°e 2°*g I 8°¢ezg g°6s T¢6T

2°0¢ G*8eg 9°CcT 6°4LT 9°6 LA L% 1°% 6°13 1%Ly 0z6T

1°6% L3 T°%1 1°8T v°8 0°2 2°*s A 2°32 -4d 14 6261

6°y¥% 8°%3 AR A T°02 £°6 8°T 86°C G*g 4°G2 6°0S 826T

9°T¥ -—-- L°%T -—-= L8 == &' ---- T°c2 === 4261

G 1 ———- 8°2cT === 4°0T - 1% -——- 8°92 ——-- 93681

2°87 === 8°¢eT ———- 6°TT - 9°9 - g6z e 6261

T getJdauno) Ac.mﬂmqﬂuhmmo«npngo 17 m usdef mmozpnﬁoo TIv ¢ d.&mh $69TI3UNO) IV ¢ uwisf :s67IUNO) IV ¢ UWIBL IB@ X
80Inj3oBINUEN peysTUTJ: nouspocuznnrﬂsow Mmuu:pmvoom coumpowwsqﬂam muuapnuoo&.mczno “ mao«nmpms.oczno M
4 H ’ H H H

807J3UNO) TTY 03 pus UWIBf 04 £3J0dXT OT48swo( 361B31S PI3ITUQ JO UOTINQTIISI( e38qued Jed - °*IAYY eTqBlL






117,

1934, following the movement of exports to all countries, but changing
more rapidly. Sawed timber, wood pulp, leather, and certain petroleum and
metal products compose this group. Many items have declined in the face
of the Jamnese development of her own industries; the gains in commodities
required for processing outweighed these, howsver, as Japanese recovery
progressed.l

Foodstuffs exports were small and suffered disproportionately from
higher tariffs and a policy of self-sufficiency after 1931, Rice and
condensed milk particularly were affecteds Although Jaman became self-
sufficient with regard to domestic consumption of wheat, imports continued
as the basis of her exmort trade in flour. The United States sent very
little in 1332 and 19.3, but increased its shipments in 1934, accounting
for the rise in crude foodstuffs.z

Japan takes about twice as larze a provortion of the United States
exports of crude materials as all countries, a much smaller proportion of
finished manufactures (now well under one-hual:'), a socmewhat larger share
of semimanufactures, and a much smaller part of foodstuffs. The advances
in orude materials and semimanufactures and the decline in finished goods
are expected accompaniments of the industrialization of the country.
Decreases in foodstuffs are contrary to rule, but have followed upon
governmental policies of self-sufficiency and agricultural relief and
larger imports fram Chosen, lManchukuo, and Australia. It must be rermembered,
too, that Japan is still predominantly agricultural .

Japan's imports from a.l countries are predominantly and increasingly
raw materials. Manufactures for further use in munufacturing have in-
creased, displacing wholly manufactured gouods, declining in recent yearse.

Foodstuffs imports,the smallest class, have declined for reasons given above.

P

1 41,
2 41,
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Table XXVII. - Percentage Distribution of Japanese
Import Trade (excluding minor miscel-
laneous items and coin and bullion)

s Food, : : : Manufactures
Year : Drink,: Raw : Articles ¢ for Further

: and :laterials: wholly : Use in

:Tobacco: sManufactured:lanufacturing
1928 14.7 56.4 13.2 15,0
1927 12,9 47.9 © 11.8 13.9
1928 13.8 5360 15.1 17.4
1929 12.2 55.2 16.0 16.0
19320 13.2 53,3 16,6 15.7
1931 12,8 55.4 16.0 14.7
1532 1.2 5846 15.3 14.1
1933 9 (a) 61} (a) 14 (a) 17 (a)
1934 7.6 81l.9 11.5 18.3
1935 7.9 61,0 11.6 19,0

Sources: 1926 to 1929, 42; 1930, Z1; 1031-2, 33; 1933 as
in footnote; 1934-5, 39,

(a) 19335 data obtained from text of 35. They are approxi-
mate.
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CHAPT:R II

AGRICULTURAL AND FOR=ST PRODUCTS

Agricultural

Agricultural products make up more than half our exnorts to Japan.
Cotton shipments caused the percentage to rise in 1932, but they have
fallen off since., The other items are for less im)ortant, hides and
skins being the only one to increase greatly. 1It, however, exceeded
the best predepression years in 1934,

Table XXVIII. - United States Agricultuml Exports to Japan

: Agricultural Exports to Japan

:As Percent of : As Percent Total
Year :Total Exports.: Value ¢ of Total tAgricultural
: to : tAgricultural ¢ Exports
3 Japan : : Exports :
Million Million
Dollars Dollars
19x0 59 1356 6 2,280
1926 49 127 7 1,892
1927 55 141 7 1,908
1928 52 149 8 1,815
1929 51 132 7 1,847
1930 49 80 5 1,496
1931 57 89 9 1,038
1932 67 90 12 752
1933 64 91 15 590
1934 57 120 15 787
1935 52 105 16 669

Source: Foreigh Agricultural Service Division. Compiled
from official records of the Bureau of Foreign
and Domestic Commerce.

More striking is the great increase in the proportion of our
total agricultural exports that went to Japan. In 1935Ashe was our
S®cond market for agricultural products, far behind Great 3ritain.
The need for imports, chiefly cotton, tc supply her industries caused

hey trade with us to advance much more rapidly than that of other
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countries.l Our total agricultural exports, in fact, have been declin ing
since the beginning of the period, although they have shown some recovery
from the low level of 1933,
Raw Cotton

Raw cotton,our principal export to Japan, accounted for nearly S50
per cent of the total value of our exports to that country from 1925 to
1927, In 1929 and 1930 it amounted to about 40 per cent, but in 1932
and 1233 had passed the 60 per cent mark , falling to 53 per cent in
1934.2 Since.lgsl, Jepan has bsen our principal market, in quantity and
in value, supplanting the United Kingdom and Gemany.3

The progress and success of the Japanese cotton textile industry
determines the demand for foreign cotton (there are practically no
domestic supplies)., 'The export trade has been particularly significant
since 1931, and in that year if was estimated that one-fourth of the
imported raw cotton was reexported as cotton yarn or fabric.4 The
proportion supplied by the United States had been inereasing before the
depression, but it has been on a new level in recent yesarses The ad=-
vancing quality of Japanese fabries, reflecting higher domestic stand-
ards of living, the entrunce into a higher class of exvort markets,
and severe competition from Chinese mills in the coarser fabrics
required more of the United States cotton.5

The shorter staple Indian cotton usually sells for about 80 per
cent of the price of our product,6 but its uses are more limited,not
mueh of it being suitable for cloths of yarn counts above 30se A4n

unusually narrow price margin in 192’77 sent our share of Japan's

25, p. 386, 337,
87 #105, De 36
87 #105, p. 98.
21,P. 12,

12,5, p. 115, 119,
69, Dpe 547,

67 #112, p. 148.
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Table XXIX. - United States-Japanese Trade in Raw Cotton

: United States Exports (a) : Japanese Imports

: : : Per Cent : Rank: : Per Cent
Year : Bales ¢ Dollars : to Japan : by : Yen sfrom Us S.

: (000) & (0VQ) :(by value):Value: (000) :(by value)
1925 1,003 120,887 11.5 1 360,168 39.0
1928 1,251 107,859 ———— - 317,428 -———
1227 1,437 122,922 ——— - 343,563 ————
1928 1,225 129,272 —— - 245,055 —
1929 1,101 109,799 14.3 1 276,358 48,3
1930 889 65,910 ——— - 178,801 ——
1931 1,744 79,740 24.6 -- 155,306 51.9
1932 2,249 85,921 ———— 1 320,751 ——
1933 1,814 86,699 2l.9 - 381,087 63s1
1934 1,737 112,178 30.6 1 400,242 54,9
1935 ~  mmeem meeee- - -— -- 371,952 52.1

(a) "Total raw cotton, except linters?

Sources: In this and the following tables in Part Three the United
States statistics were compiled from Foreign Commerce and
Navigation and Tariff Commission Report No., 105, Second
Series, p. 86-99, The Japanese statistics were obtained
from the Commerce Yearbook, Foreisn Trade of Jamn--1934
and 1935,Tariff Comaission Report No. 105, “Becond series,
Pe 50-53 and 72-77, the Annual Economic quort of Japan--
1933, pe 103, 104, and P. G. VWright, Trade and Trade
Barriers in the Pacific, pe 214-18, In the latter, values
were given only to tenths of millions of yen. In some of
the tables these values in round numbers have been used
to fill in the gnps that would otherwise have been left.
The data from the Commerce Yearbook had to be reconverted
into yen as explained in the source note to Table V, p.
58, In order to save time percentage figures have only
been included for 1925, 1929, 1931, 1933-5, and upon
occasion, certain other significant years.

imports to 683 per cent.l In that year and since 1929 this country has
2
been Japan's leading supplier in terms of value, In terms of quantity

8 United

the United States was first in 1927 and from 1931 to 1935,
States cotton growers have benefited from the expansion of Japanese
cotton textile exports to mmrkets of low purchasing power whose demand

4
otherwise might not have been tapped. In 1931 and early in 1932 there

42,

87 #105, p, 50; 42,
67 7112, p. 149.

51’ Pe 1090
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were large Japanese imports in anticipation of the fall in yen exchange.l
The value of our exports of cotton to Japan began to rise in 1931, two
years before the upturn in our total exports to her. Concurrent with the
general deflation after the stock marxet crash our cotton prices fell as
low as five cents In June of 1932.2 The price differential between United
States and Indian cotton was again exceptionally small in 1931 and 1932;
India suffered a crop shortage;3and Japanese cotton buyers boycotted India
in retaliation against her measures restricting imports of Japanese cotton
gooda.4 As a result, imports of United States cotton set a record in
quantity in 1932, They have declined since then as United States prices
have risen, but more slowly. The devaluation of the dollar, reduced
supplies because of the drought and the crop reduction program, and cotton
loans at values above the market price have contributed to this rise.5

For a time in late 1934 and early 1935 Indian cotton sold at only about

70 per cent as much as United States cotton, but this abnommal differential
has since disappeared.6 The conclusion of the Indian trade agreement re-
moved the objection to imports from India. Japanese imports of our cotton
were, however, 350,000 bales lower in 1935 than in 1934. Stocks were very
low at the end of the year and imports were expected to be larger in 1936.7
Jammnese mills had postponed purchases pending the announcement of this
country's cotton loan pmgram.8 The continued importance of United States

cotton has been due principally to the need for its quality in making the

higher grade yarns. Sorme mixing with fibers from India and Chosen is done,9

32, Pe 7; 33’ Pe 12, 13.

61, p. 84, 65,

87 #112, p. 148,

27, pe 6, 7,

61, Pe 64, 65; 24, Pe 29,
69, Pe 547,

38, Pe 3, 10.

37, November 25, 1935, pe. 15.
87 #112, p. 148,

OCOIPOB I
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and is especially suitable for exports that muct ecaompete on a price basis
in backward countries.t

Gemmany amd the United Kingdom have drastically reduced their imports
of cotton from this country.2 Oour exrorts to Japah will suffer if barriers
such as we have raised in the Philippinés and in our domestic markets limit

S Another obstacle appears in the form of

her exports of cotton products,.
Jamn's drive for self-sufficiency aml the problem of her trade balance,
There has been falk of importing cotton from Brazil and other countries in
order to balance irade bilaterally and secure freer entry for her own
exporta;4 cotton cultivation is being encouraged in Korea; and staple fiber,
manufactured by many rayon companies, is becoming popular as a substitute

for cotton and wool.5

Wheat

Through 1930, although declining in importance, wheat imports did not
fall below 2,3 per cent of Japan's imports from the United States, but in
the mxt three years tley almost disappeared.6 Roughly, the quantity and
wlue of wheat exports from this country to Japan, as well as our proportion
of Japan's total wheat imports, followed the same movement.

The United States has not been the leading supplier of Japan during
this period, either Australia or Canada holding that position. Price
relationships have been largely‘daterminative of the distribution of Japan's
1mporta.7 The United States was giving way to these newer countries to
whom wheat production for export was far more important than to us in
accordance with thevgeneral decline in the importance of wheat exports to

our economy. A declining acreage following the World War and a growing

27, pe 6, 7.

67 #105, pe 98,

38, DPe 3o

37, May 24, 1935, p. 15

39¢5, DPe 26

71, p. 215.

20, p. 380, 375; 67 #105, p. 50.
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Table XXX - United States-Japanese Trade in Wheat and Tobacco

Commodity : United States Exports i : Jamnese Imports
& : : : Per Cent : Rank : : Per Cent
Year : Bushels : Dollars : to Jajmn : by : Yen ¢ from U. S.
: (000) ¢ (000) :(by value):Value : (000) :(by value)
Wheat
1925 3,873 5,441 37 7 25,580 3663
1926 8,008 11,040 —— - 25,293 ————
1927 4,105 5,329 —— - 18,365 -——
1928 5,600 7,023 -——- - 15,904 ———-
1929 7,003 8,515 7¢6 8 15,046 2l.2
1930 6,403 8,483 e -- 17,961 -———
1931 1,820 904 1.8 -— 2,523 7.7
1932 218 17 —— 27 751 -
1933 664 353 7e4 - 238 %)
1934 4,401 2,352 22.9 8 9,854 24,2
Leaf Pounds
Tobaeco(a)__ (000)
1925 7,741 3,278 3.0 - 4,600 ————
1926 7,188 2,369 -———— - 6,400 -———
1927 9,991 4,289 —— —_— 7,700 ———
1928 15,241 5,521 ——— - 6,790 ———
1929 13,969 4,875 4,2 - 8,047 81,7
1930 5,899 2,221 ———— - 5,000 ————
1931 11,053 3,036 34 - 5,546 68.1
1832 2,940 788 ——— - "1,700 ————
1933 6,191 1,126 1.7 - 3,962 6345
1934 9,405 1,878 1.7 - 4,782 56.9
Total Tobacco
& Manufactures
1925 2 ceee- - 3,372 2.0 9
1926 ————— 2,469 ——— -
1927 -————— 4,350 ———— -
1928 ———— 5,624 ———— -
1929 cmma—— 4,953 360 10
1930 —emeee 2,311 ———— -
1931 el 3,216 2.7 -
1932 ————— 924 ——— 10
1933 - 1,248 1,4 -—
1934 —————— 1,975 1.5 11

(a) United States: "bright flue cured.”
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domestic consumption that left only the less desirable grades and types for

1

foreign sales was already evident at the beginning of this period, Our

exports held up exceptionally well in 1930; forty-three per cent of the
value of Japan's wheat imports were from this country,2 but the bottom
dropped out in the next three years. Australia's program of export
encouragement increased her share in 1931;3 in 1932 the price advantage to
Japan of buying in depreciated sterling markets caused a further shift to
Australia and Canada;? in 1933, as a result of the drought and the AAA
much of the advantage that might have arisen from our own depreciation
was lost, Our total wheat exports in 1933 were valued at less than
35,000,000.5 Our exports of flour to Japan suffered even more severely,
meeting increasing competition from her local millers as well as these
other unfavorable factors. They amounted to $1,700,000 in 1929, fell to
$4,100 in 1933 and rose only to $12,000 in 1934, Japan took only 2 per
cent of our total flour exports in 1929 and has teken less than 1 per cent
since then.6

Except for 1931 and 1942 the proportion of our wheat exports that was
sent to Japan showed an upward trend. A short crop in Australia in 1934
enabled us to regain a portion of the fommer trade,7and Japan's retaliatory
duty of 50 per cent ad valorem additional imposed upon Canadian wheat,
beginning July 20, 1955,8 probably further increased our share of the
trade, Another beneficial factor in the 1933-1934 season was the operation

of the North Pacific Emergency Export Association, which bought wheat at

17, p. 247, 248,
42,

32, p. 13, 14.
33’ Pe 14,

41,

87 #105, p. 87.
35, p. 102,

4, Pe 84,
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the domestic price and sold it abroad at competitive prices, the difference
being made up by funds raised by the processing tax, For the twelve months
ending June 30, 1934, about 87 per cent of our net wheat and flour exports
were made through this organization at a cost of about 23 cents per bushel,
Operations ceased after June 30, as it becams evident that the 1934 crop
would not meet our domestic needs.l

An increase in the Japanese tariff, effective June 16, 1932, from
l} to 2& yen per picul was followed by lowered quantities of imports in
the next three years, a longer consecutive period, but at no lower levels
than were frequent in previous years. There is a drawback on the duty
when the wheat is milled into flour for export2 and so effective was the
government's program of encouragement of wheat production that Japan had
become self-gsufficient by 1935,3the production in Japan proper rising
from 31,000,000 bushels in 1932 to 48,000,000 bushels in 1934.% Gross
imports have varied from year to ysar since the development of the
export flour business, dependent upon the domestic erop and demand and the
success of the millers in meeting foreign, es;Gcially Australian, competi-
tion, Even if Japan can continue self-sufficient with an increasing
population there will be large imports for milling flour for exports plus
some® strong wheat to mix with the domestic soft vheat.5

Tobacco and Manufactures

Despite a Jamnese import duty of 355 per cent throughout the period
imports of leaf tobacco from the United States averaged nearly 1 per cent
of Jaran's total imports from this country.® Through 1930 the next largest

item in our total exportﬁ of tobacco and manufactures was cigarettes;

stems, trimmings, and scrap supplanted them in 1931, Neither item was

26.95,

4, p. 84.

4, p. 56,

42.

4, p. 56, 90.
71, p. 2l6.
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ever very large. The Japanese government has a monopoly of the tobacco
industry in that country. The failure of imports to respond to the
general recovery movement after the depression is perhaps due to govern-
ment discouragement. The product 1is ﬁot a necessity; contributes to
Japan's unfavorable trade balance; and the government is promoting more
and better production within the country.l The United States 1s the
principal supplier,sending a higher grade product than its principal
competitors, China and the Philippines, They have been gaining ground
during the depression and recovery periods, however,
Hides and Skins

The intensity of cultivation of the limited ammount of land in Japan
has not lent itself to stock raising. Few livestock are reared and but a
small proportion of these are slaughtered annually, partially at least
due to religious objections. Such domestic hides as are produced are
usually of low quality, for the livestock are poor and the take-off and
curing careless, According to the Jamnese data, China was the leading
source of imports until 1934 when the United States moved up from second
iplace.z Many partly tanned hides are also imported from British India and
Malaya, but these are included in the statistics of leather 1mportsQ§ The
hsavier weights of medium-quality rawhides, principally cattlehides, are
most popular, with a trend toward the usgAsemitanned hides, which the
tanners have found more advantageous than the purchase of the raw product.4

Cow and buffalo hides enter Japan duty-free.? Because the United States
it self uses so much leather only a rather small proportion of the large

production of hides and skins in¢ident to meat production is exported and

large quantities are imported. Japan is one of our larser cus tomers® and

38, DPe 2

60 #50, De 3, 164; 59 ¥755, p. 5-7; 67 105, p. 52,
59 #632, De 34e

59 #755, De 7.

71, p. 216,

60 450, pe 3, 43, 44,

L WO AN N






128,
her proportion has increased during this period, our exports to all countries
continuing to decline until 1933 while exports to Jamn turned upward in
1931, supplying her growing lsather industry.l Although values dropped

Table XX{I. - United States-Japanese Trade in Hides and Skins and lLeather

Cormod ity United sStules Exports : Japanese Imports

& : ¢ Per Cent ¢ Rank : s Per Cent

Year ¢ Dollars : to Japan : by : Yen ¢ from U, Se.

¢  (000) :(by value): Value (000) : (by value)

Hides and Skins
1925 1,090 9e1 16 (a) (a)
1926 1,474 —— - (a) (a)
1927 1,281 -——— - 3,132 3245
1928 1,269 ——— - 3,185 ————
1929 1,375 20,2 19 3,729 29.1
1930 876 -—— - 2,472 ————
1931 807 26.3 - 2,242 30.6
1932 885 ——— 12 3,397 ————
1933 901 44,0 - 4,315 31.9
1934 1,579 3647 13 8,270 3845
1935 ———— ———— - 6,696 3l.4
Leather

1925 2,025 ' Je9 14 3,779 -———
19268 2,357 ———— - 4,200 —————
1927 2,110 -——— - 3,084 40,2
1928 2,002 —— -- 5,392 -——-
1929 1,512 55 17 3,093 42,4
1930 789 —— - 1,616 ——
1931 60 2.7 - 1,469 33.8
1932 245 ——— 23 982 ————
1933 227 1.6 - 767 19.5
1934 238 1.5 23 749 15.5

(a) Not listed in 42 for the years before 1927,

~——

CoOnsiderably under the influence of depression conditions, the quantities
8ent Japan showed a general upward trend reaching new high marks in 1934,
ca.‘ttl%xidea comprised the bulk of our exports throughout the periode Calf
&nd kip skins showed a remarkably steady growth 1ﬁ the face of poor busi-
Ness conditions in general and accounted for over one-third of the total

in 1934,

—

L 41; see also Pe 129 below,
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The customary movements toward greater sel’-sufficiency are under way
in Japan as she attempts to promote sheep-raising in Manchukuo and in
Chosen. Should such projects be successfulyimports of wool and of hides

Table XX{II. - United States-Japanese Trade in Certain Hides and Skins

Japanese Imports of
Cow and Buffalo Hides
and Skins

United States Exports

Calf and Kip skins (a) : Cattle Hides

: :Per Cent: : :Per Cent
tPounds:Dollars; to sPounds:Dollars: to
¢ (000): (000) :Japan by: (000): (000) :Japan by

Year

oo oo ee oo oo

: Per Cent
- Yen :from U. S.
(000) :(by value)

o0 oo o0 oo [eo o0 oo oo

H : : Value : : Value :
1925 311 67 2.2 6,576 1,011 14.4 2,600 ————
1926 628 111 ———- 9,342 1,317 ———— 4,200 ————
1927 688 134 ———— 6,823 1,108 ) 2,900 -———
1923 1,065 296 co——— 4,488 936 —— 2,600 ————
1929 1,311 322 20,9 8,800 986 28.1 3,370 31.8
1930 711 142 -=--= 4,926 635 -———— 2,300 ]
1931 1,843 213 34,8 6,210 497 29,5 1,949 34,1
1932 4,470 315 -——- 9,581 488 ——— 3,100 ————
1933 2,971 294 58.1 8,897 584 56.8 4,175 3546
1934 5,307 582 48,4 12,739 946 38.0 6,015 41,9

(a) 1925-1930, calfskins only.

could be reduced, but it will not be for some time in any event.l
Leather

Japan's use of leather has been increasing during this period although
the depression was a setback, causing an even greater tendency to ouy the
cheaper varieties than was customary in a country whose populace has such
low purchasing power amd sometimes sendiné consumers back to the articles
formerly used or to cheap substitutes, The demand for foreign style shoes
has been gradually increasing, however. School regulations require them;
2

they are used in the army; and business men prefer them.

The domestic tanning industry has expanded its output, extended its

range, and improved the quality. The tariff was increased in 1926 and

1l 39.5, Pe 23 40.4.
2 56; 59 4755, pe 1; 60 7157, p. 7.
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in 1933, Soie leather was dutiable at 21 yen (1926) aml 36.58 yen (1933)
per 100 kin; the more valuable dyed or colored leather paid 145 yen from
1926 to 1932 and 195.75 yen in 1933 and following years, per 100 kin.l

Table XXXXT1I. - United States Exports of Certain Leathers to Japan

H Goat and Kid : 3ole Leather, : Calf and Kip

: (Glazed Kid), 3lack : Backs, Bends, & Sides : (Other than Black)

H : :Per cent: : sFer Cent: : :Per Cent
Year :;Square;:Dollars: to :Square:Dollars; to :Pourds:Dollars: to

: Feet g :Japan by: reet : sJamn by: : :Japan by

: (000): (000) : Value : (OuQ): (000) : Value : (OUQ): (000) : Value
1925 1,116(a) 340(a) 2.7(a) 1,869 747 28,4 1,584(b) 564(b) 5.7(b)
1926 559 200 -——- 1,744 703 -—-- 1,619 56y 8.8
1927 592 195 ———- 1,624 737 -—-- 1,876 535 -—
1928 608 219 ——— 1,093 ¢l2 32,6 1,080 407 -——-
1929 633 229 4,3 778 3381 2843 559 209 Seb
1930 665 <28 ——— 498 220 -———— 301 100 -————
1931 734 192 4.8 709 216 3946 309 82 447
1932 496 98 ———— 105 26 -——— 127 21 ————
1933 643 122 5.7 27 14 11.9 35 6 .8
1934 479 122 5.2 38 18 8.8 49 10 «8

(a) Total goat and kid,
(b) Total calf and kip.

Early in the period domestic uppers were inferior in finish amd elasticity,
while domestic sole leather absorbed water quickly.2 Even in 1950 most of
the leather producing establishments were household shops with only 1 or 2
employees; less than twenty were fully equinned with modern machinery. The
greater part of the consumption of the medium gqualities and practically all
of the best grades had to be.imported.3 By 1934 more of the smaller pro-
ducers had been forced out of business and there were 50 important plants
fitted with modern machinery. Practically all types of leather were pro=-
duced and the foreign producers were bein. displaced.

Although the competition was more severe and losses had been sustained

the United States in 1934 remained Japan's leading supplier of finished

71, Pe 216,

59 )?546, p. 54, 25,
59 4755, D 4, 5.
60 #157, Do 209.

o
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leather anmd of each of the three sub-classes presented in Table XXIII.
The Jammnese statistics include imports of partly tanned hides and skins
from British India, sufficient to give .it the bulk of the trade as reported
in Table X)CXII.]' The outstanding feature of the tables is the continuing
declime in exports to Jamn and in Japan's status amonz our customers.
Greater domestic production caused larzer imports of hides and skins but
‘reduced imports of leatheres Sole leather, backs, bends, and sides, end
calf and kip other than black declined much more rapidly than goat and kid,
black, leaving the latter first in imporiance.
Jaman increased in importance as a customer for black goat and kid leather.
Her domestic production was small before 1925, grew sufficiently to cover
about 45 per cent of her requirements in 1930, but did not increase much
thereafter, while the consumption fell off less than that of other leathers.z
The Japanese output of sole leather now compares favorably with our grade
.2, but a larce part satisries the important demand for the éheaper qualities.
Imports are chiefly from our Pacific coast producers.3 Leather produced
in Japan virtually dominated the domestic market for black uppers in 1929,
and the Imnﬁfacture of medium qualities and of colors has grown since then,
The shift to cheaper types has reduced the demand so that the domestic
production of calf and kip now predominates.4
Condensed Milk
The lack of development of the dairy industry in Japen mesnsthat a
large part of the demand must be et by imports. The native Japanese

have not generally come to desire milk in their diet, but there was a

demand on the part of resident foreignerss and certain of the Jamnese.

1 60 #157, p. 212, 214; 60 7103, p. 2243 59 #7401, p. 23; 60 #157, p. 210.

2 59 #755, p. 16; 60 #103, pe. 223, 2243 60 /157, p. 212,

3 59 #401, p. 23; 59 4571, p. 58; 60 ;/157, pe 209,

4 59 /632, ve 32; 60 #103, p. 223; 59 #755, p. 13-15, 19; 60 157, p. 210,
211,

5 10.5, p. 5.
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With the advance in the duty from 11 to 20 yen per 100 kin in tiat year
and to 25 yen per 100 kin in 1933, imports declined markedly. The United
States was the principal supplier, sending usually about two-thirds of the
total, but by 1932 its proportion had fallen below half,l lieanwhile, Jamn

Table XailVe - United States Exports of Condensed liilk

to Jamn

: : ¢ Per Cent: Rank
Year : Pounds : Dollars : to Japan: by

: (000) & (000) :(by value): Value
1925 5,242 966 14.6 18
1926 3,642 870 ———— -
1927 4,947 925 ———— -
1928 5,652 1,068 ———— -
1929 5,186 934 15.2 22
1930 4,219 800 —— -
1931 3,732 721 2l.8 -
1932 2,224 421 ———— 18
1933 ol «02 «003 -
1934 91 13 1.3 28

had practically lost her significunce as a market for our exports of con=-
densed milk.
Rice
Between 1830 and 1928 Japan's rice production increased 88 per cent,
three-~fourths dus to a higher yield and one-fourth due.to an increase in
the area under cultivation. It did not seem possible in 1929 that either
by an increase in the cultiwted acreage or by larcer ylelds Japan could

2 From 1928 to 1932 , 85 per cent

significantly increase her production.
of the annual consumption was domestically produced and 13 per cent
imported from Chosen and Taiwan. Despite the efforts of the government

to support the price by loans for storagze, and by buying and selling at
fixed prices durinz this period the c¢rors brouzht low prices.3 Cn October

12, 1933, was issued an imperial ordinance prohibiting the importation of

1 71, p. 198, 217,
2 13, p. 31.
3 7.8,
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rice without a license. 1 1In that year also the duty was advanced from 1
yen per 100 kin to 1.35 yen per 100 kin.2 Table XXXV shows the effects

upon our trade.

Table XXXVe - United States-Japanese Trade in Broken
Rice

United States Exports (a)
: Per Cent : Rank
Dollars : to Japan § by

Japanese Imports
¢ Per Cent

es o0 oo lee oo
ee oe ®e loe oo

Year Pounds Yen :from U. Se.
(000) : (000} :(by value):Value (0C0) :(by wmlue)
1925 21,157 810 8942 20 —— -
1926 26,589 1,035 R - -———- ———
1927 35,116 1,293 -—— —— -—— -——
1928 48,6835 1,504 -———— ——- 2,457 -———
1929 47,643 1,471 7443 18 3,225 18.1
1930 35,259 1,005 -—— ——— ———— —————
1931 23,978 355 40.8 --- 1,271 19.5
1932 30,962 351 ——— 20 ——— ——
1933 9,165 85 78,6 ——— 581 5.5
19034 None ivone None 1jone None ijone

(a) ™Rice flour, meal, and broken rice."

A larze part of Japan's total rice imports consisted of broken rice,
We sent little of any other classification to her except in 1927, follow=-
ing Japants short rice crop of 1926,3 when exports of "Rice" totalled
$2,800,000, From 70 to 90 per cent of our broken rice exports went to
her in most years. The size of her domestic crop has been the principal
determinant of the volume of importse Should she have a very short ecrop
some year the government would probably relax its restrictions to pre-
vent excessive prices, The United States has always been a rather un=-
important source of supply, still less importaent with regard to total

rice and paddy imports than with regard to imports of broken rice alone.4

335 s Do 110,

71, p. 218.

42, 1928, Vol, II, De 389,

67 105, pe 72, 75; 71, De 197,
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Forest Products

Wood Pulp
Our exports of paper base stocks to Japan have expanded remarkably
since the early part of the period, when Canada, Sweden, Norway, and
Germany supplied larger proportions of the value of Japan's laports than
did wo.l This has coae about with the growth of exports of sulphite wood

Table XX(7I, - Lnited States-Japanese Trade in Paper Base
Stocks

United 3tates Exports Japanese Imports

Total Paper Base Stocks: Sulnhite wWood Pulp :Pulp for Parermaking

:

H
Year @

: *Per Cent: Rank 3 : :Per Cent: :Per Cent

sDollars: to ¢ by : Tons :Dollars: to ¢ Yen sfrom Us S

$ (000) :Japan by:Value ¢ ¢ (000) :Japan by: (000) :(by walue)

3 : Value : H : Value ¢ :
1925 175 360 24 None None Hone  eee-e= ————
1928 a7 ———— - 165 20 ————- —————— ———
1927 191 ce-- -- 303 17  mmme ecea- - ———-
1928 470  —=ee - 2,627 177 _—— 1,289 ———
1929 576 11.3 25 8,483 451 21l.3 2,317 17.2
1930 324 eew= - 3,595 188 o ceee- - ———
1931 1,224 32,9 -- 21,662 1,152 51.2 2,418 20.4
1932 1,086 === 9 21,162 1,065  ==-- 3,952 ————
19033 1,994 51,6 -— 45,017 1,959 6443 7,802 28,8
1934 5,207 6349 6 91,426 5,154 75.6 16,321 36.9
1935 ~eee- ———— -  ececcce ccce- ———- 22,812 41,4

pulp, comprising nearly all of the paper base stocks sent Jaman since
1831, Our exports to all countries of all paper base stocks declined
until 1933, but exports of sulphite wood pulp rose in walue after 1928,2

The rapid development of Japan's foreign style paper, rayon, and other
cellulose products industries has been particularly marked since the de-
pression. Although she produces about 80 per cent of the paper pulp needed,

the high grade sulphite wood pulp needed for the manufacture of rayon,

2 41,
3 38, De 7o
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staple fiber, cellophane, and other cellulose products must be imported.l

It was largely due to the demand for this quality and type of product
that the United States had becoms Jamn's principal supplier in 1934. A
temporary factor of minor importance was the added 50 per cent retaliatory
duty upon wood pulp imports from Canada, practically none entering in the
last four months of 1935. This was to be removed on January 1, 19326,
according to press Ieports.2

The Japanese data presented in Table X{XVI do not differentiate
between rayon and paper pulp. Imrorts of the latter still form a some-
what larger part of the total quantity? but there seems to be more room
for the growth of imports of rayon pulp. In 1933 our government's
representative in Tokyo stated, "We believe that Japan already accounts
for about 15 per cent of world rayon production, being exceecded only by
the United States and Italy. There is reason to believe that in a very
short time production will equal that of the United States and that in
1934 Japan will be the world's largzest producer."4 As usual, however,
Japan is trying to develop her own production. Among other things it
is reported that the Taiwan Paper Company is building a factory for the
manufacture of paper pulp from Xiphagrastis, an Asiatic grass somewhat
similar to sugar cane in appearance.5

Wood

Japan has been forced to import large amounts of lumber to supple-
ment her domestic supply. The need was particularly great in the years
following the earthquake of 1923 when reconstruction was going on.
Housing and the construction needs that accompanied her industrial
expansion6 before 1929 maintained imports at a high level. Construction

declined in 1929 as many new projects were postponed and imports began a

35, p. 463 36, December, 1923, pe. 26

38, DPe Je

36, March, 1935, p. 18; 37, May 24, 1935, p. 21; 37, July 24, 1935, p. 19,
36, July, 1933, p. 7.

36, January, 1935, pe. 16.
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decline from which the recovery lms been but slight,.

The United States, with large supplies of timber very similar to that
which grows in Japan and to which they have become accustomed, growing in the
Pacific States and readily shipped by water to Japanese ports, is her principal
supplier. Althouch the value of our exports of sawmill products to Japan 1s
greater than the wlue of our exports of unmanufactured wood, the latter class
has becor® relatively more important during this period. The Japanese much
prefer to import large sizesland rough lwaiber, sawing them in their own mills
or on the job itselfs Their mills cut for quality, finishing their products
very smoothly and accurately. Purchasers willingly pay a higher price for
this type of material. Hiost of the sawn sizes of Douglas fir and hemlock
imported are remanufactured in Japan with as much upgrading as possible.

There is extremely little waste, almost all fragments being used in some way.2

Douglas fir, mostly sawed timber, but incluiing larve amounts of boards,
planks, and scantlings, nearly all rough scwn, is the variety most in demand.
The large sizes in which it may be obtained plus its inherent quulities make
it more or less indispensable. Cedar is imrorted to supplement the decreas-
ing supply of Japanese red.and white cedar, no other substitute being
available. Imports are principally as lozs and hewn timber. Hemlock is
particularly suitable by virtus of its size and freedom from resin for
construction requiring a clear lumber without pi‘cch.:5

There were but small evidences of recovery in this trade as late as
1934, Sawmill products continued their decline; those groups that rose did
so in small degres. 4 shift to unmanufactured timber might have been ex-
pected as Japan pursued her policy of self-sufficiency and continued her

industrializationyespecially in view of the above-mentioned practice of

1 60 #59, De 3o

2 60 #9, p. 5, 7, 8, 13,

3 60 /59, p. 7, 9, 15-21, 39,

(a) Inclusive also of other softwoods and of hardwoods.
(b) Not separately classified before 1927,

(e¢) "Cedar, other than for pencils, pine and fir boards, planks, loyzs, and cants.”
(RAY Nt aeaamaratalyy Aalaacsfiald hafara 10727
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resawing most imported lumber. llor would imports be expected to reach former
levels now that the reconstruction work and government building progrem have
been larzely completed.l Sut the United States, particularly since 1029, has
been sufpying a smaller proportion of Japan's imports of wood, while Canada's
share of cedzr, pine, and fir imports climbed from 6% per cent in 1929 to 31
per cent in 1934.2 Canada's departure from gold aided her exports of lumber
in 1932, but this factor is in no way a camplete explanation, for we were
losing Japanese markets to her quite rapidly before that. The NRA enabled
many lumber companies to raise prices domestically in 1933; if they quoted
equivalent prices for export the advantazes of our depreciation were largely
nullified. Labor troubles in Pacific ports in 1934 kept down exports to
Japan in that year apd enabled Canada to capture more of the market, partic-
ularly as Canadian prices were reduced during the latter part of the year.
Imports of foreign lumber in general were favorably affected by the higher
prices and policy of control put into effect by the Saghalien government to
conserve the pulp supply.3 Japan's imports from this eountry rose consider-
ably in 1935, accounting for nearly all of the increase in her total imports.4
A logger's strike in the Pacific Northwest, the 50 per cent retaliatory duty
imposed on Canadian lumber in the last part of the year, and rumors of an
impending shipping strike in our own Pacific ports contributed to this.5

Japn's general tariff increase upon imports of wood affected all
countries equally, but helps to explain the marked decline in the proportion
of our exports of most of these products that went to Japan. according to
Pe Go W#right the representative tariff rate was 1.8 yen per cubic meter until
1932 when it was increased to é yene In 1933 it agalin was raised, this time

to 4,45 yen per cubic meter,©

36, December, 1933, pe. 26, 27,

67 #105, pe 50.

36, August, 1934, p. 17, 18; 35, pe. 90, 9l.
39,

37, September 26, 1935, p. 22; 33, Pe 3.

71’ Po 2140
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Rosin

The United States fumishes the bulk of Japan's imports of rosin, which
have held remarkablf steady. In 1929 we supplied rosin valued at ¥3,500,000,
Quantities rose during the depression, but the wvalue dropped to ¥2,000,0C0 in
1931, rising to ¥2,900,000 in 1934, As a necessary raw material, imports are
not dutiable.l Cur statistica showed that while the value of our exports to
Japan fell from ;1,400,000 (1931) to 680,000 (1933), she took a larger part
of our total exports, by 1334, 10 per cent, in contrast to 7 per cent in

1929,2

2 87 #105, p. 87.
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CHAPTER III

METALS AND LANUALCTURLS, EXC:EPT

MACHINLRY WD VEHICLES

Dependent as she is for most minerals and metals due to the volcanic
formation of the isl.:nds,lyet needing larze quantities of them for the
furtherance of her program of industrialization, Japan has been ;a rather
important market for our exports of metals and manufactures. Her ﬁro-
portion of the total declined from 7% per cent in 1926 to 5.per cent in
1931 under the influence of a general slowing up of Japag's'expansion, but
with her recovery boom far in advance of other countries it reached 15}
per cent in 1934, Values fell fram ;34,500,000 in 1928 to $6,000,000 in
1932 amd rose to 29,600,000 in 1934, above their 1929 level. Exports
of most_or the items that are discussed here followed this general course
before the depression, but there was more variance in their response to
that influence, The remarkable expansion of exports to Jamn during the
recovery period was concentrated almost entirely in iron and steel semi-

manufactures, copper, and aluminum. These outweighed all others.

Iron and Steel

By far the larzest metal imports of Japan were of iron and steel,
basie to any sort of industrial program. The first year of our period,
1925, is hardly representative, for Japan's purchases were below their
normal levels, larzely due to the excessive stocks on hand as a result
of large imports in 1924 following the earthquake of September, 1923.2
Our exports of semimanufactures and advanced munufactures reached their

predepression peak durinz this eleven-year period in 1928; exports of

1 59 4505, pe 3, 4e
2 959 ,’/612, De 35
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steel mill products to Japan were at their highest in 1926, Goverument
regulations requiring the replacement of all temporary structures erected
in the business district after the earthnuake by buildings of eoncrete and
steel before 1928l added their force to the gemsral industrial growth of

Table XXXVIII., - United Stateé-Japanese Trade
in Iron and Steel

: United States Exports
s : Per Cent : Hank : s Per Cent ¢ Rank

Year :Dollars : to Japan : by :Dollars : to Japan by :
(000) :(by Value): Value : (000) :(by value): Value :
Semimanufactures Advanced tanufactures
1925 8,796 12,5 5 2,910 3.8 12
1926 14,450 ———— - 3,201 ——— -
1927 14,082 16.2 - 2,584 -——— -
1928 15,403 ———— - 3,874 -—— -
192¢ 14,8238 li.2 4 $,011 4.0 13
1930 9,043 -——— - 2,558 -——— -
1931 3,375 10,5 - 2,547 6.9 -—
1932 2,407 ———— 5 749 —-—— 15
1933 7,265 28,2 — 414 2.1 -—
1934 17,352 30.5 3 620 2.2 17

Jamnese Improrts of
Iron and Steel
Steel 17111 Products : Per Cent
Yen sfrom Ue Se
(000) :{by valwe)

1925 2,657 Teb 13 (a) (a).
1926 5,569 8.8 - 35,697 25,0
1927 3,967 —— - 36,745 ———-
1928 3,429 -——- - 39,237 R
1929 3,719 349 12 39,931 25,0
1930 2,027 -——- -- 29,067 31,1
1931 980 32 - 8,635 17.8
1932 552 —— 16 11,683 -——
1933 580 2.9 -- 22,190 1645
1934 530 1.7 18 67,797 39.6
1935 88,991 43,0

(a) Not comparable before 1926,

—

Japn, necessitating imports of iron and steel and their products.
Under the influence of the world depression imports from the United
States fell to less than one=fourth their 1929 value, and the United States

Came to supply less than 18 per cent of the total imports. Before 1933

—

1 42, 1925, p, 673,
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“the share of the United States was greater by value than by gquantity; we
were sending products of higher quality and wvalue than other countries. It
was perhaps for this reason that imports from this country declined so much
more rapidly than the total imports of Japan. Certainly, in 1933 and
following years, probably due in large part to the much greater importance
of old and scrap iron ami steel, the unit value of imports from this country
was lower than that of imports from all other countries,land in 1934 and
1935 imports from the United States reached new heights, both in absolute
value and relative to the total. Jamn, in 1934 ranked sixth among the world's
steel producers, was our leading customer for iron amd steel products in 1933
and 1934.g

The Imp:rial Geological Survey has estimated the iron ore reserves of
Japan Proper to be 80,000,000 tons which would supply the blast furnaces of
the United States for little more than a year. Not over half of this ore is
utilizable at present. There are extensive deposits of iron sands, but these
cannot be economically worked with existing meathods.3 Iron ore is imported

4 pig iron is imported in

principally from the l'alay Peninsula and China;
large amounts from India, Chosen, lianchuria, and China; the other iron and
stesl products imported ecume principally from Germany, the United States,
and Great Britain.’
The United States, in 1929, produced 37 per cent of the world's iron ore,
47 per cent of its pig iron, and 48 per cent of the steel ingots.6 Although
our exports of tonnage products are but a small part of our total production,

their persistence indicates that we have a compurative advantage in general

in world competition in this field, growing out of our rich natural resources

42. ‘ . ’

2’ Pe 511, 512, 342,
13, pe 277-9,

21, Pe l4.

o9 37615, DPe 1o

45’ p. 2.
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and our industrial effectiveness. The advantage does not extend to special
steels and ferro-alloys where high wages, power costs, and sometimes high

1 No significant

raw material costs are not offset by other advantages.
amounts of iron ore or pig iron are sent to Japan from this country, although
pig iron exports touched 540,000 in the one year 1928,°%
Iron and Steel Semimanufactures

Iron and steel semimanufactures amounted to nearly half of our exports
to Japan of metals and manufactures during this period--something more than
half in 1933 and 1934, Iron and steel scrap accounted for more than half of
the total value beginning in 1932, although formerly tinplate and terneplate
was the largest sin:ls items These two groups, plus wire rods, largely
accounted for the remarkable advance made by this classification after
1932,

Scerap Iron and Steel

Japn makes unusually extensive use of scrap in her steel industry,
where it is more imnortant than pig iron, due to the small scale of oper-
ation and the peculiar manufacturing conditions. In an appreciable number
of mills the ratio of scrap to pig is as hizh as 7 to 3.3 There has been
a trend toward the use of more scrap iron and steel in the mixture, also,
in order to improve the quality of steel materials.4 Another advantacze
is that scrap iron may be imported duty-free, while pig iron pays a rather
stiff duty pursuant to Japan's policy of encouraging selr-sufficiency.5
4 50 per cent reduction in the subsidy paid to pig iron producers, effective
April 1, 1935,6 prqbably had a discouraging effect uvon the domestiec pro-
duction, making it necessary to import more scrap iron and pig iron

to satisfy the growing demand for iron and steel products, both for domestic

5, p. 72, 80, 82, 93, 102,
41,
37.5.'p.‘3.

36, Auzust, 1934, pe lo.
36, November, 1934, p. 25,
36, March, 1933, p. 8.
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use and for export.l Domestic amd colonial piz iron producers cannoﬁ
compete successfully without extensive tariff aid and subsidization.
The problem of an ore supply is the nearest to solution of any. Lack of
good coking coals, out-moded equipment, and general inelficiency send
Japanese costs far above those of Indian producers.z Since the United
States has in nearly all years been the leading supplier of scrap iron3
the growth of Japan's total consumption is represented by her imports from
this country. Some imported scrap is used for other purposes thun smelt-
ing. Tir-slate and black-sheet scrap is in good demand for handicraft
work, as toy manufacture. 0ld gas pipe and steel boiler tubes are redrawn
and used for making bicycles,4 These factors alone could not have caused
the growth from .1 of 1 per cent of Japan's total imports from the United
States in 1925 to 2.7 per cent in 1935,5however, had it not been for the
enormous expansion of Japanese industrial activity, government aid in the
search for self-sufficiency, and the greatly inéreased demand for iron and
steel products for military purposes in recent years. Our departure from
the gold standard in 1933 gave us an advantage over competing suppliers
in scrap as in other steel products,ebut higher prices in the United States
in 1934 tended to cause a shift toward other countries for scrap iron
supplies and toward a wider use of pig iron in general. The Belgian
devaluation in 1935 also was adverse to our exports.?
Other Semimanufactures
Tin plate and terneplate constituted our largest single iron and steel

export co Japan before the depression, but now ranks behind iron and steel

38, p. S.

59 #612, P. 6, 9, 16. 18,

59 615, p. 11, 12; 42,

59 7615, Dpe .20,

71, p. 215,

36, June, 1933, pe. 2.

36, February,l1934, p. 14; 36, april, 1934, p. 11; 37, Lay 24, 1935, p. 19.

N0 D
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scrap. From 1925 through 19353 it averazed l.7 per cent of Japan's total
imports from us.l We were usually Japan's principal supplier by a wide
margine This position was lost to Great Britain in 1253, but was regained
in 1935, Japanese firms are not able to furnish the tin plate needed by
her petroleum and canning industry.z The rapid growtn since 1931 of
canning for export that was noticed in Part Two above,Sthe very slow in-
crease of domestic production, and the slight price advantuige held by
United States producers in 1934 over their British, Ffench, and Italian

4 point to continued exports on an important scale for some

eoépetitors
time, although if the new governiienttin plate factory proves successful
we may eventually lose the market.

Wire rod exports to Japan also showed a substantial recovery from
the 1932 low point., Ixcept for the period from 1929 through 1331 Japan
has taken an ever-growing share of our exports and is now far and away
the principal customsr. At the same time the percentase of her imports
supplied by this country has risen, the United States since 1951 rarnking
as her most impmortant source, anhead of Germany and Great Britain.6 This
i3 another commodity with vhich Japanese firms have not yet been able to
supply their compatriots,. 7 Imports of wire itself are comparatively
small.E3

Black steel sheets and iron and steel galvanized sheets differ from
the class of semimanufactures as a whole, failing to recover much of their
predepression status. The former was second only to tin plate and terne-

plate through 1928, but has been hard hit by the expansion of Japanese

capacity. Japan was formerly a very imrortant market for black sheets,

71, Pe 215.

36, February, 1933, p. 9; 59 ,#612, p. 43.
43. DPe 3o

36’ April, 1934. Pe 11,

38, February, 1934, p. l4.

59 ,f615, Pe ll, 12; 67 ,,‘105, Pe Sl.

36, Febrary, 1933, pe 9.

59 /1615. po 15.
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preferring United States orven-hearth steel sheets for salvanizing because

lalthough Great Britain ranked first as a supplier

2

of their superior quality,
in most years, probably competing on a price basise. ﬁe were Japan's
principal supplier of galwanized sheets from 1925 to 19273 and probably
continued so until 1920, although the data are not avallable., The domestic
production has come to dominate this fisld, in which imports were never very
large during our p:riod.
Other Iron and Steel

Japan tock an increasing share of our exports of advanced manufactures
until 1931, but her proportion wus on a much lower level from 1932 to 1934.
From five to six per cent of our exports of tools of all sorts went to Japan
before 1932; her proportion of our smaller exports of woodscrews rose to Sl
per cent in 1931, 'The depreciation of the yen raised a barrier against
imports in the form of higher urices. In the case of most of the commodities
that have been discussed this waé'of little avall, for Japanese industry had
to have them in order to carry on. Here, however, was a finished product,
not a raw material; furthermore, Japanese producers had become able to
'supply most of the market. These markets are probably lost to United States
producers, except for those manufactures beyond the technical scope of Japa=-
nese incustrye. |

The situation is essentially the same with regard to steel mill products,
except that Japan has been losing significance as a market for our exports
since 1926, Tubular products and fittings were the principal imports'of this
group, mostly welded black pipe (nearly all steel) before 1931, A4is early as
1927 domestic producers supplied 47 per cent of the consumption of pipes and

tubes. United States products sold principally upon a quality basis.4

59 #615, D. 24,

59 7615, pe 11, 12; 67 ;105, p. 51; 36, February, 193J, p. 10.
59 #7615, p. 11, 12,

59 #615, p. 16, 17.
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The percentazes of our exports of structural iron and steel and of

iron and steel ralls sent to Jammn fluctuated widely during this period,
but have been on a much lower level in recent years, due to the depreciated

Table XL, ~ United States Zxports to Japen of Certain Steel Lill
Products and Advanced l'anufactures (a)

H : : Per Cent : : rer Cent : : Per Cent
Year :Pounds:Dollars; to Japan :Dollars: to Jaman :Dollars: to Japan
: (000): (000) :(by value): (000) :(by value): (0UC) :(by value)

All Tubular Products Structural

Welded Black Pipe and Fittin-s(b) Iron & Steel

1925 23,877 977 14,7 1,364 446 383 3e8
1926 50,545 1,712 22,2 2,278 667 972 6e3
1927 43,225 1,412 ———- 1,866 ———— 339 ———
1928 34,720 1,265 ———— 1,680 ———— 297 ———
1929 45,244 1,531 18,5 1,998 5.5 529 2,3
1930 16,331 569 ——— 1,004 ———— 472 ———
1931 9,662 308 10.9 612 5.3 58 8
1932 4,271 139 —— 289 ——— 79 ——
1933 856 25 2.5 379 4,7 48 2.2
1934 3,324 80 4,9 374 2.8 21 o4
Wood Screws Tools Iron & Steel

Rails
Gross
10002

1925 2,983 327 35.9 841 4,1 426 649
1926 3,753 427 -———— 1,147 ———— 1,452 19.0
1927 3,513 394 ———— 893 ———— 1,106 ————
1928 4,550 430 ——— 1,208 -——— 566 ———
1929 3,456 348 44,9 1,083 5.3 516 9.7
1930 3,218 294 ———— 871 ———— 182 ————
1931 2,260 250 51,3 500 642 120 9.3
1932 337 46 —— 155 ———— 75 17.1
1933 58 6 8.4 169 3.3 39 3¢
1934 30 3 6ol 325 4,3 12 N

(a) "Wood screws™ and "Tools" are the only advanced manufactures
presented hers,

(b) The most important item besides welded black pipe is casing and
oil-line pipe, exports of which have averaged over 200,000
annually since 1929, every year being above predevression levels,

yen and to Japan's rapid extension of her own production, Never did Japan
import muwch fabricated structural material, for the low labor costs make it
cheaper to fabricate the material in her own shops, although rigid inspection

is required.1 Germany was the principal source of rail imports for Japan,

1 59 615, p. 18, 19,
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with the United States second. Domestic producticn was supplying an
incereasing amount of the total consumption before the depression.l

Although Japan is still larsely denendent upon outside sources
for the materials required for her iron and steel industry she has
achieved a degree of self-sufficiency in fabricated steel products.
Japan proper now produces finished steel moducts in excess of the
dome stic demand, althoush the Zmpire is still on a deficit basis.?
Rising prices of iron and steel products in 1934 led the Jajmn Iron
Manufacturing Company, a governmente-sponsored project, to import foreign
finished steel product; to sell with its own.°

Conper

The United States, although importing large quantities of copper,
mostly for refining, was on a ﬁet export basis from 1881 to 1932, From
1925 to 1929 our domestic consumption was from 100 to 150 per cent
greater than before tﬁe war; that of the rest of the world only about
40 per cent more, A;Dle to make reasonable profits by means of improved
methods, nevertheless, domestic producers did not wish to exploit the
less profitable ores and thus lost some of their foreizn market to the
low=cost producers in South America, the Belgian Conso, and Canadae
Many of these mines, particularly in Chile and Peru, were owned by
United States interests who chose to expand them because of higher
profits than at home. The effective price-fixing action of Copper
Exportecrs, Inc., with the aid of a strong-demand and produ.ction quotas,
raised the price from less than 12—% cents per pound in June, 1927, to
nsarly 18 cents in February, 1929. Despite rising stocks. it was maine

tained at about this level for a year arnd perhaps encouraged the foreign

1 59 /615, p. 20, 21,
2 35, p. 33, 34.
3 36’ A’ué‘:ust, 1934, p' ll‘
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development that mace such inroads on our foreign murketsesl This rrice
policy was perhavs directly responsible for our smaller share of the
Japanese market in 1930 and prior years, althouzh we remained the princi-
pal exporter of conper to her.

Japan was not an important customer.for United States copper exnorters
before 19%4. XNearly 90 per cent of our exports of urmenufactured copper
went to urope, principally Frince, the United Kingdom, and Germany.z
Although she is the fifth copver proaucing country of the world, Japan
has been generully on an import basis since the war, despite her wide-
spread deposits of good quality.:5 iccamulated stocks within the country
and the sharp fall of world copper prices, especially acute in Novsmber,
1931, forced producers to sell at a loss so that for a time since 1930
Japan has been on an exnort basis, The government, aided by a copper
cartel, has tried to check imvorts and encourage exuorts by rauising the
tariff or providing a drawback, but without pemanent success.4 There
is a much greater dcmand for copper than fommerly, for buildings,
electrical equinment, chanical apparatus, alloys,sald, predominating in
recent years, for munitions, The 1934 demand, arising from munitions
manufacture, was thouzht to be abnormal, s0 it was not thought‘worth
while to 5o to the expense of further exploiting the producers'! own
mines.6

Thése shifts, to an export basis during the depression, and back to
a heavy import basis, explain the sudden fall of our exports to Jupan and

the sudden loss of her position in our export trade followed by a recovery

18, p. 429, 430, 424-6,.

87 #29, p. 62,

21, pe 6; 13, pe 272; 59 505, p. 3, 4.
21, pe. 6.

67 ,f29, Do 2.

2. De 149,
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exceeding all prior years of the period. It is interesting also to observe
that a much liarger part of our exports of old and serap copper is sent to
Japan than of refined copper, Her refining industries are strong enough to
make it more profitable to refine her own copper than it would be for most
countries importing copner from us.t

Aluminum

Aluminum, besides its rapidly growing use industrially, is essential
for the munitions industry. Jaren proper has no bauxite ores economically
workable and is entirely dependent upon forel:n sources for the metal
which she manufactures into finished products. Her imports come from the
United States, Canada, GSwitzerland, Germmny, and Great Brifain.z The
United States improved its position in the Japanese market before 1929,
but its share fell in later years as scrap aluminum was imported from
Germany and Great Britain.3 Despite the much smaller proportion of Jaman's
demand supplied by this country her pésition in our market continued to
strengthen until by 1934 she took 98 per cent of our exports of ingots,
scrap, and alloy, which had supplanted fabricated aluminum products ag
the principal elass of our total aluminum exports.4 Japan had also swung
back by a very narrow margin to the United States as her principal source
of supply in 1934, purchasing ¥4,146,000 of "ingots, slabs, grains, and
other", 33 per cent of her total importse The "other," representing
largely scrap, was not included in the figures presented in Table XI.I.5
The duty upon ingots, slabs, and grains, raised from 3.20 to 4.32 yen
per 100 kin in 1933 probably places a premium upon scrap 1mports.6

Strenuous efforts for sare years past to attain self-sufficiency in this

2, Pe 149,

21, De 17,

32, p. 12,

2, p. 18, 19,

67 #105, p. 73; 62, 1935, pe 434.
71, p. 218,

OGN
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metal appear to be bearing fruit, for the lippon Electrie Industry Company
has been producinz aluminum since 1334 and six other companies are pre-
paring to begin productions . rich clay discovered in ianchuria, Korean
raw material, and bauxite imported from the Dutch Zast Indies are to be
used, depending upon the location of the plant, 1

Lead

Normally a net import=sr of lead despite the possession of the world's
principal producing deposits of lead ore, the United States had developed
an export trade in refined lead, or manufactured products mzde therefrom, .
smelted and refined in bond from imported ore and base bullion. This trade
has declined since 1927,2 exports to Japan forming a rapidly rising pro-
portion of the wholes In 1928 Japan ranked third as a market for our
refined pilg lead exports in point of quantity, following the United Kingdom
and Germany; in 1929 she was second only to the United Kingdom; since then

S This relative advance came while exports to Japan

she has besen first,
were declining; the other markets were lost more rapidly.

Although she is almost entirely dependent upon foreign sources,4 Jamn
was the world's fifth consumer of lead in 1934, taking about 8 per cent of
the total consumption, Her total imports broke all previous records in that
year and according to her statistics the proportion from the United States
was also nearly at its highest point. They seem to in error, hovever,
probably reporting larsge shipments of Mexican lead as from the States. The
formmer large shipments of Mexican lead to the United States for refining
have nearly disappeared as refining capacity has been extended in Kexico.5

This sharp decline accounts for the fall in rank among our exports to

Japan from 13th in 1929 to 24th in 1934, The United States had been

2' Pe 25, 26,

45, pe 3; 62, 1935, pe. 89, 9l.

62, 1932-33, p. 62; 62, 1935, p. 92.
60 #76. Pe 4, De

62, 1935, p. 94, 97.

(SR B O I o)



154,

inereasirg 1n importunce rslative to Japan's prineipal supplier, Canada,1

but should Mexican lemd prove satisfactory, and this seems probable, its

importance will be eonsiderably less in the future. An increase in the
2

Japanese tariff from ¥.40 per 100 kin to ¥.54 per 100 kin in 1933 has

had no apparent effect as yet,

Zinc

The zinc exports of the United States to all countries declined from
1925 to 1933, as our total exnorts of lead did from 1925 to 1934.5 The
gituation is quite similar: Although one of the major world sources of
zine i1s the lLississippl Valley the United States' export trade, normally,
is largely in slab zinc produced from forei.n ore., From 1925 to 1927
considerable domestic ore was also exported.4 Japan is a much less impore
tant market than she was for our lead exports and her importance has been
declining since 1928, rather than growing. Save for the years 1929 to 1931,
when Japan took an unusually amall part of our exports, cast zinc in slabs,
blocks, or pigs fomed the bulk of the trade.5 Cancda and Australia furnish
the bulk of Japun's imports, the United States running a very poor third.6
Japan, largely dependent for the zine supplies that will be needed in har
expanding industrial system,will furnish a fine market for Canada and
Australia, but it does not seem that the United States, with its enormous
danestie consumption and record of declihing exports for 9 years before
1933 will supplant these other countries. The ore supplies in Japan are
said by some to be adequate for her domestie neeﬁs, but the dohestic pro-
duction of predepression years will need to be ﬁore than tripled if this

is to come to pass.7

67 #105, p. 52.
60 #76, p. 4, 5, 101,

1 67 #105, De 52,

2 71, p. 217,

3 41,

4 62, 1935, p. 114; 45, p. 3.
5 41,

6
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CHAPTER IV

OTHER IIDU3SIRIAL PRODUCTS

Petroleum and Products

Prior to 1929 the United States wroduced about 70 per cent of the
world's total output of petroleum. Exrorts as a group ranked second
among the major classificaticns save for ti® years 1929 to 19351 wﬁen
machinery occupied secornd place. Raw cotton, of courss, was always
first.l Petroleum products also ranked second among our exports to
Jamn, whose deposits are ngither larze nor suscentible of economical
exploitaéion. Ghe has been foreced to imnort the largest part of her
rapidly growing consumption.z AS a consequence, her importance as a
market of the United States has been steadily increasinge. Imnorts of
crude and heavy minerel oil advanced almost without pause as the United
States supplied an increasing part of Japan's growing total import busi-
ness., 3oth the guantity and the pronoriion ¢f oiher mineral oils imrorted
fram this.country declined durinz the latter mart of cur rperiod. The
tariff increase of 1933 from 2,75 to.3.71 yen per 100 gallons on crude and
heavy o0il merely meamt higher domestic prices, for the imports were essential;
with regard to other mineral oils the change from 7.50 to 9,10 yen per 100
gallons probably alded the shift to domestic refineries,d

Crude and Heavy
The largest item in our exports to Japan is crude petroleum. Its
exceptional advance marks the development of douestic refining facilities
as well as the growing demand for petroleum for industrial and military

uses. 3Jecond in value was the class, gas and fuel oil, with another

d 60 #80, pe 1; 60 ,99, p. V; 42; /3.
= 59 3505, p. 3, 4; 21, pe 17, 18; 12.5, p. 121,
371, p. 215,
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remarkable increase. It is in these two classes, and gasoline, naphtha, etc.,
that Japan has taken an increasing share of our exports during this neriod.
Althoush refined products still account for the bulk of our exports to all
countries they haﬁé declined in relation to the total.i Our rising exports

Table XL.II. - United States-Japanese Trade in Petroleum and Products

:United States Exports of : Japanese Imrorts :
¢ Total Petrcleum Products: Crude and ¢ lineral 0il, :
Year ) 3 Heavy Cil : Cther :
: : Per Cent :Rank ; ¢ Per Cent : ¢ Per Cent :
:Dollars: to Japsean : by : Yen :fromU. S. : Yen :from Ue. S. :
: (vC0) :(by value) :Value: (0U0) :(by value) : (0C0) :(by value) :
1925 16,329 345 2 8,700 ———— eeee- ———
1926 25,757 - - 8,600 T ——--
1927 20,862 4,3 -- 10,900 S ————— -——
1928 24,004 -——- --~ 20,548 ——— 22,294 -——
1929 22,880 4,1 2 26,091 56,0 24,423 52,7
1930 19,292 ———— -- 25,400 ———— | me——— ————
1931 16,878 Be2 - 24,972 56.7 24,104 57.8
1932 15,524 ——-- 2 32,100 —_—-- ———
1933 14,440 7.2 -- 39,784 58.2 19,526 48,2
1934 21,052 9.3 2 54,475 6640 17,215 41.4
1935 «cce-- ———- -- 81,338 76.1 -

to Japan in these two classes have contributed to a general advance in the
siznificance of our exports of the heavier products.

Gas and fuel oil is partially used as a raw material for cracking,
partially made into furnace oil, and partially used for Diesel engine fuel,.®
Diesel enzines have been widely adopted in ships§ the fishing fleets have
been widely motorized, increasing the sarket for 1light fuel oils; and the
Japanese navy imports larze quantities of petroleum, probably mostly fue;
oil, although governmental imports are not included in the Japanese
statistics. The extensive hydroelectric development and plentiful coeal

supply has kept the demand for heavy fuel oil at a rather low level.3

1 41,
2 .5,
3 21, p. 17, 18; 80 #29, p. 137,
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Japan is now our.principal market for gas and fuel oil and ranks with France,
behind Canada, as one of the three important markets for our crude 0il.l
Other Petroleum Products

With the lighter, more refined products, the trends have been quite
differente The declines in the values of these commodities sent to Japan
sometimes began as early as 1926 and usually lasted until 1933, In most
cases exports to Japan fell more repidly in the latter part of our period
than exports to all countries. It was the decline in these products that
drew downward the values of our total petroleum exports to Japan. Since
they were genemlly of declining significance in our total export trade
they did not prevent the rise of Japn relative to other markets, however.

Gasoline, naphtha, and other finished light products was the largest
item in 1934. The de:mnd for motor fuels increased enormously as auto-
mobiles became more widely used, although the per capita consumption is
still very small. Aircraft, particularly military planes, account for a
much larger prdportion of the demand than in this country. There will
undoubtedly be a great expansion of'this demand in the future, but domestic
refineries may be expected to supply a larger part of the market, probably
using imported crude.® Moreover, Netherland India is a strong competitor
in many of these refined products and preceded the United States in 1934
as a supplier of "other "™ mineral 0i1,% She and the United States tozether
Just about split 95 per cent of Jaman's total gasoline imports in 1954.4

The severe decline in exports of illuminating oil (kerosene) was
probably the largest single factor explanatory of the decline in all
petroleum productse. Electric lizhting is very widely used in Japan, as

electric power is quite cheap and quite readily available, so the consump-

62, 193233, p, 459-495; 62, 1935, p. 748, 758,
21, p. 17, 18; 12.5, p. 121, 122,

67 #105, p. 73.

35, De 55,
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tion tended to fall. .t the same time domestic produéers were expanding
their outputs In lubricating oils, also, 90 per cent of which came from
this country in 1934, domestic competition was felt.l luch of the former
comparative advantage of our réfineries in all lines has disappeared in
the face of government aid und protection and rapid. industrial growthe.
Should the duty on imported crude be lowered the Japanese refinery branch,
best fitted to compete anyway, would probably develop even more rapidly,
although the difficulty of disposing of by-products is an obstacle,?

The duty will probably be retained, however, as Japan mukes strenuous
efforts to develop her own supplies, thou:h without much success. Shale
oil distillation 1s already being done on a small scale in Manchuria,®
In an effort to secure an artificial self-sufficiency the military forces
procured the passaze of the 0il Control Bill im 12334, providing that all
refiners must have a stated minimum capacity and that importers and re-
finers of gasoline, heavy o0il or crude o0il must maintain stocks equel to
half of their annuul imports. The forei:n cqmpanies, alrezdy operating at
a loss due to low gasoline prices objected to the added cost in the absence
of assurance for the future. Cctober 1, 1935, was originelly set for the
enforcement of the act but it was postponed to June 30, 1936, If the
fo}eign canpanies continue to decline to comply as they have done, the
governnent will be forced to aid donestic concerns and expand refineries
in order to supply the market, or else modify its requirements.4

Machinery and Velilcles

Cnly about 3 per cent of our exports of this class (next to petroleum
and products in our total exvort trade excent from 1929 to 1951, when it

was ahead of thems) went to Japan until 1931, but her proportion rose

60 80, p. 137; 36, December, 1933, p. 35; 35, p. S5,
70.

60 ;76, p. 255; 21, p. 22,

36, ray, 1934, p. 25; 35, p. 19; 70,

42; 3. :
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in the following years to 4.7 per cent in 1934. Exports of this class
followed quite closely the movaments of our total exports to Japan, the
values rising to $34,700,000 in 1929, falling to 8,700,000 in 1932, and
rising to $20,300,000 in 1934, still below predepression levels., Auto=-
mobiles and parts and industrial machinery, the principal components,
moved in the same d irections, but electrical equipment and office egquip-
ment declined in value from early in the period.
automotive Products

The United States supplies pracfically all of Japan's growing market
save for the small amount of domestic production. The advance of this
class from elevsnth in 1925 to third awmong our exports to Japan in 1929
is rather significant., Trucks and busses, though the smallest group,
showed the greatest advance. The Japanese data for all autos and parts
do not agree with the separate statistics presented, but it seems that
most of the imports are.in the form of parts; probably for assembly.
The United States statistics show parts to be the largest class, but
not to that extent. Probably many parts exported for assembly are
reported as automobiles by the shippers. Of the parts reported, the
largest portion since 1927 has been "for assembly."l

At the beginning of 1925 Japan possessed only adpout 20,000 auto-
mobiles; at the end of 1934 the total was estiinated to be 120,000, of
which 55,000 were passenger cars, 40,000 trucks, and 25,000 bu;ses.z
Extremely high taxes in the principal cities and the lack of good roads
limited the growth, especially as regards pleasure cars., 'fhe government
inaugurated a road building program in the fiscal year 1930-31 that was

to last for twenty years. Repairs and overhaul costs are nmch lower

1 41,
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Table XLIV. - United States-Japanese Trade in Automobiles and Parts

H : Japanese : United States ¢ Japanese
: United States Exports : Imports : Lxports : Imports
s : :Per Cent: tPer Cent: :Per Cent: :Per Cunt
Year : : s to H ¢ from : : to : : from
:Number:Dollars:Japran by: Yen :Ue. Se. by:Dollars:Japan by: Yen :U. S. by
: ¢ (000) : value : (000): Value : (020) : Value : (000): Value
rassenzer Cars & Chassis Total auto-  Parts, except larts, otier
mobiles Tires & Lnuines than Chassis &
and accessories Tires
1925 1,095 1,144 o8  mmmea ———- 1,840 2e8  —-—== ———
19286 1,642 1,600 -——— e ee=- 2,874 cm—e mmee- ————
1927 2,685 2,318 - - - 5,905 T ————
1928 8,419 5,997 -——- 12,987 === 9,792 --=- 10,826 ————
1929 5,408 2,892 1.7 8,92 95,5 12,887 7.0 16,313 9942
1930 4,800 2,719 ——— e S 2,861 ———— —m——— —-———
1931 5,432 2,392 S.4 3,093 9149 4,108 5.9 9,675 99.4
1932 2,778 1,518 ——— eee—- ———- 2,143 ———— emae- -———
1933 3,517 1,564 4.9 1,532 84,8 2,619 7.1 10,706 93.4
1934 9,845 4,638 5.9 3,075 9l1l.6 5,474 8.3 27,534 99,1
Trucks, 3usses, & Chassis, Total isutomobiles, autcs and
except _lectric rarts, & ACCessO- rurts (b)
ries (a)
Rank
by
Value
1925 ~ewe- 109 3 11 3,103 1.0 9,:22 78.9
1926 167 292 ——— - 5,399 ---= 13,105 ———
1927 23 555 ——— - 9,042 Leee 15,024 —
1928 2,024 1,729 ———— - 17,556 ———-- 25,554 -———-
1929 3,448 2,226 2.0 3 12,016 J.0 31,048 92.4
1930 2,304 1,476 -——— - 8,243 -=--- 19,208 ————
1931 4,286 1,661 6.6 - 8,509 5.8 15,817 96.9
1932 2,961 930 -— 3 4,873 ---= 13,828 —~———
1933 &,903 1,22 6.2 - 5,454 6.0 13,288 (c)
1934 9,541 5,139 7.1 4 13,544 7.0 31,053 (c)
1935 w--ne e—-a- -———— - emm——- ---= (1,255 90.9

(a) 1Includes minor items in addition to tlie groups given here.

(b) Not the total of the other columns for Jupan.

(¢) The classificaticn for all countries wis not comparable, so the
percentagzes were not computed.

than herebecauss of the low wages pald, so cars last much longer despite poor
roads and the lack of ready service facilities.t Fully 95 per cent of the
vehicles serve commerciil purposes. lost of the passenger cars oper:ite as

taxis or vehicles for hire; truck transportation up to 100 miles has been

1 59 7492, p. 12; 35, p. 128; 60 108, p. 68,



highly developed; and there is a complete system of bus lines, mostly
serving as feeders to the railways and tramways. The taxes on commercial
vehicles are much lower than on pleasure cars, but excessive competition
among themselves and with other forms of transport have forced rates to
seriously low levels.l Low earnings and the low external value of the yen
in 1922 cut down imports, affecting particularly the United States. 4£fter
our devaluation the exchange preference for European goods was wiped out
and by 1934 much deferred replacement buying wes being done.2

Automobile accessories are in less demuand than might be expected
because of the almost exclusive commercial use of the cars and the low
earnings. Since practically all the cars are United Stutes makes we
get nearly all the replacement business, but the domestic parts industry
has been growing rapidly. Where hand labor can be used Japanese producers
can often compete effect;vely on a price basis, of especial importance in
such a market., .llore liberal credit terms and more rapid delivery by the
manufacturer appeal to the dealers.3 Under the influence of the rapidly
depreciating yen, United Stetes parts and acceﬁsories rose in price so
far above the domestie products that sales practically closed until our
devaluation in 1933 brought prices down to a point where the difference in
Quality would justify them. By this time, however, the quality and aopear=
~ ance of the domestic product had been improved and it appeared that a larze

4 Imported

part of this business was permanently lost to the United States.
parts paid a duty of about 30 per cent in 1925, 25 per cent from 1926 to
1932, 35 per cent in that year and 42 per cent in following yearse This,.

too, was a strong stimulus to domestic production.5

The duty on automobiles was 50 per cent in 1925, 35 per cent from

35, p. 129; 60 4108, p. 68

36, March, 1933, p. 11; 37, June 25, 1935, p. 22.
60 7128, pe 97, 99, 100,

36, Lay, 1933, p. 8; 36, August, 1933, p. 6, 7.
71, Pe 210
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1926 to 1933, and 50 per cent in that and following years,lsufficiently
hizher, levied upon the higher walues of finished cars, to make it profit-
able to establish assembly branches of United States firms there. In addi-
tion to the tariff, Jomestic production is encourazed by subsidies and by

government purchase of Japanese cars.a Further development was sought

]

through the bill for the control of the auto industry passed lLiay 23, 1936.
Principally, it imposes a license system upon mu:nufacturers of parts and
assemblers of automobi;es, licenses to be issued only to firmms organized
under Japanese law over half of whose capitel stock is owned by Japunese
subjects, exzcept for established companies, to the extent of their e.uip-
ment and productive capacity on Auzust 9, 1935 All further increases are
subject to governmental control under the law.4 If policy =0 dicfates,
the effects upon our exports may be severs,
Industrial lLiachinery

Industrial machinery exports have retained their relative position
among our more important exports to Jammn during this period, but there
have been siznificant changes in their composition. Since 1931 Japan has
inereased her proportion of our exports beyond predepression levels, al=-
thoush of the groups presented here sewing machines; the least important
in former years, is the only one to evidence the same tendency. Sever:l
classes of little importance before the depression have set new records
in recent years, e.g., gear-cutting machines, turret lathes, and milling
machines,

Industrial development in Japan has extended her market rapidly, but

1 71, Pe 216,

2 35, pe 48, 49.

3 8.5.

4 37, September 26, 1935, p. 26,
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government aid, tariff protection, greater upon ths simpler types of machin-
ery and generally increased in recent years, and the need for less trans-
portation of bulky and ezsily damaged machinery have aided the domestic
1ndustry.l Nages are very low, but the value of the output per man is far
below tlat in the United States.~ The United States has developed a aquality
trade, espacially in the larzer and more complicated machinery, and new
devices., .ie have been Japan's lurgest foreign supplier in general, but
Germany, selling much cheaper goods, has made remarkable gains, displacing
the United Kingdom and threatening our supramacy.3 Germany took over our
leading position as a shipper of metal working mschinery in 1931.4 T
The general revival of business in Japan since 19%1 has benefited

domestic producers far more than foreizners. Illevertheless, the establish-

ment of new maunufacturing enterprises, the purchases of military authorities
for the modernization of munitions plants, and the ordefs of governnent
railways for rolling stock have redounded to our benefit as it is still
necessary to import precision machinery, heavy internal combustion engines,
and meny special jobs.5 The very growth of the domestic industry 1itself
creates a demand for certain products such as those i:iported for the use
of the machine tool &nd automatic industry.®
tlectrical Apparatus

The noteworthy feature of this trude is its steady decline in value
and in significance to the United States. At the beginning of the period
Japan followed Canada as a purchaser of our electrical apparatus and we t
were her most important supplier; in 1934 she took only about 1 ver cent

of our electrical goods exports and we were second to Germany in her

L

46, p. 161; 71, p.:214; 12.5, p. 120, 121; 13, p. l44.

60 ;; 111, pe lo, 20,

47, pe 109; 59 ..825, p. 65; 38, ray, 1934, p. 18; 40.5; 60 111, p. 42,
54; 12.5, pe 121,

46, pe 162; 67 7105, p. 53.

59 825, p. 86, 67,

Q9

SIS

6 36, December, 19:3, p. lé. b
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1 Blectrical equipment dropoed from fourth to sixteenth among our

markets.
exports to Japan.

The early development of exports of this class rested upon the wide=
spread government development of water power in Japan by granting concessions
to private conpanies, makingz electricity about as readily available as in
any country for industri:l uses. lower is widely used, although the
abundance of lubor and the practieal necessgity of retaining «ll of a firm's
workers restrainsd the use of automatic machinery. Railway electrification
has been undertaken on a wide scale alsos 4 large part of the homes are
wired but little use is mmnde of electricity except for lishting an& soms
power compuniés hzve not encouraged any other use.2 A marxet for United
States goods would probably develop in this field if they could be supplied
at prices within the purchasing power of the people or if their purchasing
power should rise sufficiently,

Broadcasting is governnant-confrolled and supported by license fees.
Radios are required to conform to governnent resulations; the topograrhy
and climate make reception only fair; and the programs are quite serious
in nature., Registrations of sets increased from 250,000 at the beginning
of 1926 to 1,900,000 at the end of November, 1924, with United States
exports supplying a rather small part, as Japanese manufacturers possessed
most of the market. TFormerly they imported the parts, but these have been
locally produced in recent years.3

As with radio, so with other electrical coods. Tariff protection and
domestic production under license g jreements with foreisn manufuacturers

have greatly reduced imports, The Jaupanese goods must bs sold on a price

rather than a quality basis, but price is far more important there than

1 59 #505, p. 11; 35, p. 40.
3 59 505, pe 19; 59 7433, pe 75; 60 7136, p. 102; 35,
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in this country.l The composition of each of the sud-classes in our exports
to Japan has changed quite raridly during this pariod,z illustrative of
the rapid entrance of Jamnese producers when a new marxet is opened and
indicating the dependence of our trade upon technical advances and new
developments.,
Office Appliances

No unusual features are presented here. Japan takes but a small part
of our total exports, yet we daminate her marxet in such items as cash
rezistergy calculating machines, and typewriters. Domestic production and
imports are both increasing as recovery advances.5 The necessity for
precision am high quality should meke Japanese competition less threaten-
ing in the near future than in many other lines of machinary.

Aireraft

Exports of aircraft, parts, and accessories to Japan from 1931 to
1934 were above all years before 1929, Here the military demand for
planes conflicts with the desire for éelf-sufficiency. Many ships are
produced in Japan's own factories, but imports of planes and of parts
are also necessary. - Commercial aviation also creates a demand., Our
exports to other countries advanced rapidly after 1931, so the pro=-
portion sent to Japan declined.

Chemicals and Fertilizers

Fertilizers
The intensive agriculture necessarily practiced by Japan upon her
0ld soils requires the extensive use of fertilizers, considerable amounts
of which must be importede Japan has some phosnhate deposits but is

partially dependent upon foreign sources, and has almost no workable

1l 12.5' Pe 120, 121,
2 41,
3 40.6.
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deposits of nitrates and potash.l Although exports of other fertiiizers
in fairly large amounts have occurred sporadically, phosphate rock, potassiec
materials (chiefly chloride of potash), and ammonium sulphate.have been our

2 All enter Japan duty-free.:3 Fertilizers

principal exports to Japan,
suffered greatly in 1932 from the extremely low purchasing power of Japanese
farmers. Somewhat better prices and government cradit have expanded imports
since that year, with the exception of ammonium sulphate. In each case,
however, the United States now supplies less of Japman's import tr;de;4

Japan has been one of the three leading purchasers of phosphate rock
in the form of land pebble from this country.s5 In 1933 and 1934 b;ypt
replaced the United States as Jamn's primary supplier.6 We remain her
principal source of chloride of potash.7

With ammonium sulphate the case has been quite different. Our exports
and our place in Japan's market have disavpeared. Two influences have
caused this, primarily. The chemical industry in Japan has undergone a
tremendous expansion. Ammonium sulphate rreparation by nitrogen-fixation
from the alr has been developed until Japan is very mearly inderendent
although as yet the consumption has outrun her dorestiec production.8 The
other influence is the loss of the Japanese mrket to German and British
producers, principally Germane. Consequent upon Japan's advence as a
producer came an invitation to the Japan Sulphate of Ammonia‘hhnufacturer's
Association to join the Luropsan Sulphate of Ammbnia Syndicate. Agreements
were drawn up in 1934 and 1983 whereby the European nitrogen syndicate was
to supply a limited amount during the first half of the year amd Japan was

to be permitted to export, in limited amounts, to markets not considered

the syndicate's exclusive sales territory.9

1l 60 ;76, pe 4, 5. 6 2, De 4523 67 7105, p. Sl

2 4l. 7 67 /105, pe. 52,

3 71, p. 817; 218, : 8 09 /823, pe 14; 36, larch, 1934,

4 59 +818, De 15; 59 825, pe ive Pe 19

5 62, 1934, p. 960; 62, 1935, p. 1057, 9 59 7823, p. 20; 36, Decemver, 1954,

p. 133 37, December 23, 1935, p. 27,
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Dyes
Coal=tar colors are in great and increasing demand in Jamn as her
cloth export industry grows, especially as she attemrts to develop the
production of the more valuzsble dyed and printed clothse. Zxrorts from

Table XLVII., = United States~Ja'mnese Trade in Certain COther

Chemicals
3 United States zxdorts : Japanese Imports
Commodity: : : Per cent : Hanx : : ler Cent
& :Pounds :Dollars: to Jaran : by ¢ Yen : from U.S.:

Year : (02J0) : (03C) :(vy value):Valus :{(00Q) :(by value):
Synthetic

Dyes (a)
1925 -e—-- 1,083 15.9 17 (b) (b)
1928 w——=e 1,351 —— - (b) (b)
1927 e 1,303 23,7 - (b, (b)
1928 a——— 1,299 —— - (b) (b)
1929 ----= 1,035 14,5 21 (b) (v)
1930 ——— 777 - - (b) (b)
1931 ——— 797 16.8 -- 1,025  14.1
1932 ————— 528 ———— 17 1,157 -———
1933 =  ece=- 315 6.8 - 882 10,9
1934 ——— 393 7.0 19 1,115 12,2
Sod ium

Hydroxide

(Caustic

Soda)(c)
1925 22,205 574 19.3 21 (d) (d)
1926 33,804 937 ——— -—— 2,663 3344
19027 28,812 764 ———— - 2,086 17.0
1928 44,441 1,192 ———- -~ 3,631 c——
1929 45,315 1,162 3340 20 4,531  40.0
1930 31,363 882 ———— -- 2,841 @ -==s
19zl 38,220 974 28,1 - 2,915 35.4
1932 22,630 337 ———— 21 1,014 ————
1933 3,552 65 2.5 -- 1,038 (e)
1934 2,848 56 1.9 26 473 (e)

Soda aish(e)
1925 158 3 ] 27
1926 3,591 65 — -
1927 5,083 71 R -
1928 16,676 238 ——— -
1929 35,038 549 40,9 26
1930 24,460 333 —-—— --
1931 23,450 274 31.9 -
15322 432 7 - 29
1933 8,615 64 8¢5 -
1934 6,945 o2 S.4 27

(a) Ue. Se classification: "Coal-tar colors, dyes, stains, and color lakes,"
(c) No so listed in 42 for the years before 1931,

(c) Japanese classification: ™Caustic sods and soda ashe™

(d) Not listed in 42 for the years before 1926,

(e) " " " 42 for all countries after 1932,
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this country have declined in wvalue and in proportion to our total exports
of coel-tar colors, however, German competition has been severe. Seeking
to regain their former position in world dye markets, German producers formed
a super trust in 1925 which has since extended its activities by agreements
with producers of other countries, cut munufucturing costs by centralization
and coordination, reduced selling expenses by unification of gales agencics,
and widened its range of chemical products.l German dyes were practically
excluded from Japan in 1325 in order to protect the domestic industry,z
but an agreement was reached in 1928 whereby Germany was to send only those
dyes not produced in Japan.3 Governmental aid in the fona of hi:her import
duties in ;926 (specific duties whoge force increased as prices fell%)and
the extension of liberal subsidies to companies producing certain special
varieties was extcnded as a national defecnse measure.? So successful was
this that Japan ranked fourth among the worid's dye vroducers in 1u32,
along with Russia.® 3he is now sel_ -sufficient in most types of synthetic
dyes, leaving only the more exjensive ones to be'imported.7 The United States,
which exports principally the cheaper dyes, will not receive much of this
trade.e

Caustic Soda and Soda .sh
A growing export business that had beco:ze a very larze part of our

total exports in these commodities failed to survive the depression, Janan
not only developed domestic production nearly to the point of self-sufficiency,
but took a smaller proportion of her imnorts from us.g The demand for caustic
soda has grown tremendously with the expansion of the textile, paper, soap,

10 :
and cellulose products industrie-, but the domestic production has grown even

68 ;;'»"34, Pe E; 085 ,7:38, Pe l42. “ . y 2. 59 .30 . -
656 734, Do 188, 10 59 :€18, p. 125 u9 7823, Te 1%,
66 435, p. 165.

66 #37, p. 165.

66 54, p. 8, 126; 66 35, v. 164,

59 ,,823, po 120

59 /818, p. 6.

87 +19, De S,

71. De 197, 217: 42 59 815, De H, 7

O O3 OUd G-
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more rapidly under the protection of a tariff duty raised from .70 yen per

10 kin in 1925 to 1l.50 yen per 100 kin in 1926 and from there to 2,02 yen

per 100 kin in 1932, Soda ash production subsidized, has also grown.

Japan's

imports from all countries are probably chiefly natural soda which is mmde

into soda ash, much of which is converted in turn into caustic soda or used

in glass manufacture.t

Table XLVIII. - United States Exports to Jaran of
Photographic and Projection Goods

: : : rer Cent Rank :
: Year ¢ Dollars s to Japan by :
: : (000) ¢ (by value) : Value :

1925 895 4.7 19

1926 1,210 -—- -

1927 1,588 -—— -

1928 1,716 - -

1929 1,790 5.7 14

1930 1,430 -—— -~

1331 1,281 6.4 -

1932 1,090 -— 38

1933 1,047 8.3 -

1934 1,017 6.6 15

1935

Photographic and Projection Goods

Japan, though still a minor market for photographiec and projection

ecuipment, takes a larger part of our total exports than at the beginning

of the period, but she will not for long unless exports to her advance

soon as those to other countries are doing.z

The depression's imaediate

effects were less severe than with many other commnodities, but the values

have continued to decline slowly since 1942,

The classification includes

a great many items, the most important of which are unexposed sensitized

films (over 4/5 other than motion-picture films), photogrepi:ic paper, and

dry plate. Japan has taken nearly half our totul exports of the latter

e 41,
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and probably more than twenty per cent of our exports of pnotographic
paper in recent years.l No other country approachs the United States as

2 and

a supplier of the principal item, sensitized moving-picture films,
the trade will probably continue until the domestic chemical industry
takes it over. No doubt much of the failure to recover has been due to

the expansion of domestie production in the lesser and simpler componeats

of the class.

et

1 67 4105, p. 93.
2 67 105, p. 55.
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CHAPTLR V

SULNARY

General Trends in United States

Expert Trade with Japan

Our total export trade with Japan moved upward haltingly until 1928,
dropped something more than fifty per cent, in value, by 1932, and then
advanced again, not, however, reaching predepression levels. i/hen measured
in yen the predepression peak of 1926 was exceeded by 1934 and 1935 imports
and the low point occurred in 193l. This trade bears less uniformity than
our import trade with Japan, Two general tendencies are evident. The
depreciation of the yen tended to reduce imnorts from all countries. Our
retention of the gold standard after the British Empire and other courntries
had left tended to cause Japanese importers to shift their purchases to
countries with derreciated curreucies. Later, when we depreciated, our own
prices rose coincident with the bezinning of recovery, the NRA, and the 444
sufficiently to nullify the advantaze in many cases. Turthermore, the
severe fall of Japan's exports to this country caused a reversal of the
balance of trade and the government is inclined to discoura:ze purchases from
this country in favor of purchases from others whose bilateral balance is
active for Japan. Definite action has been taken in relatively few cases,
but the tendency is theres. Frequently, too, our exports to Japan have been
of quality goods that were less in demand during the depression. Customers
became more price=conscious and shifted to Japanese goods, particularly as
the domestic production increased in quantity and improved in quality.

All these factors, growing domestic production beins of greatest and

most lasting importance, tended to discourage imports from this country.
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In contravention to them was the demand for raw materials which Japanese
industry could convert into goods for the growing domestic and export trade.
Her deficiency in resources can hardly be remedied, although she may adapt
her industrial structure to it and perhaps shift her sources of supply tov
points within the Impire. "The latter appear inferior, but the pressure of
the military demand for self-sufficiency, rising barriers against her export
trade, the desire for world recusnition, and the lack of a feelinz of polit-
ical security drive her on,

New Export Items

Several items appeared in the Commerce Vearbool's list of tlie principual

exports from this country to Japan during only a part of the neriod. VgL
thetic dyes, first appearings for the year 1lv3l, were only of ordinary impor-
tance; hides and s:ins, first appearing for 1927, and phosvhate rock, for
1326, added their bit to the recovery of our exports to Japan; dbut copper,
data for whick first apvneared for the year 1926, ranked fifth among our
exports to Japan in 1334, Caustic soda and soda ash appeared for 1926 and
dropped out after 1932; aluninum ingots, slabs and grains appeared in 1927,
but lasted no longer (had scrap been included the situation would have been
otherwise).

The United States statistics added two new classifications of wood durin-
the period, cedar boards, etc, in 1927 and hemlock logs and hewn timber in
1971, und sepuratoly classified potassic fertilizer materials for the first
time in 1329,

Items Showing Marked Recovery

Hides and skins, wood pulp, iron and steel semimanufactures (principally
scrap), refined conper, crude oil, gas and fuel oil, and phosphate rock ard
potassic fertilizers, are the essential raw materials so important that

recovery, an expanding export trade, and enormous military expenditures
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necessitated imports in excess of the hizhest predepression years. Hides
and skins, iron anl steel scrap, and crude and heavy oil. imports have re-
placed miny former imports of more advanced manufactures as Japanese firms
have taken over the processing. In most cases Japan has taxen a larger
pronortion of our exports of these comiodities and in the lezdingz ones,
wood pulp, iron and steel, and crude and heavy oil, the United States has
enlarzed its share of Japan's importise

Less remarkable advances were made by raw cotton (a phenomenal increuse
in 1932 has been followed by a decline), aluainum, automobiles, and aircraft.
These equaled vredepression levels or exczeded them in the last year or two
of the perioles The first two are essential materials for industry and
munitions; the l=st two are finished products in great demand for commercial
and industrial use which cannot yet be successfully produced in Japan.

Jtems Failin.; to Recover

among the principul articles of trude in which the first group of
influences predominated were two food products, condensed milk and rice,
imports of which continued to decline as tariff barriers were raised to
protect agriculture, promote self-sufficiency, and irprove the balance of
trade,s Sawmill products, steel mill products and advanced iron and stesl
manufactures, the lishter and more advanced petroleum products, dyes,
electrical equipruent, ammonium sulphate, photographic and projection
apparatus, leather, and caustic soda have continued to decline in the face
of domestic competition. Our exports of gasoline, naphtha, and other
finished light products and of photozraphic zoods to Japan improved their
position relative to our totul exports of those classes, while the other
groups lost relative to the total. 1In most of these groups, also,the United
States lost a portion of its former share in Japen's import tride in the

face of adverse exchanges and foreizn competition, chiefly on a price basis,
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Two commodities, lead and zinc, declined as a part of a secular downward
trend in United States exvorts to all countries. Japan took an increasing
proportion of our total exports in the first case, but our domestic needs
are so great that our export business has been built on the refining of

foreign ores which has been deeclining for years.
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CONCLU SION

Japan, driven by a desire for power and standing among ‘estern nations
and a rapidly growing population in a small, poor country has been rapidly
becoming industrialized. The exigencies of the depression led to the de-
preciation of the yen and the intensification of the efforts of the govern-
ment and business men to expand her exports. S0 successful were they that
the world was startled and some were frightened by the "economic invasion.,”
Yost raw materizls had to be imported. Since their prices were determined
on world markets in currencies of greater value than that of Japan, tleir
prices rose more rapidly in terms of yen than did those of exports (deter-
mined in relation to the price levels of Japan, which rose more slowly),
althouzh the quantity of imports increased ruch less than did that of
exports.

In addition to the above factor, imports from the United States, lar:ely
needed raw materials, rose while exports to this country decreased. The
predominance of silk, a luxury product meeting increasing competition from
reyon, largely accounted for the decrease, as "all other" commodities
increased in value. Tariff barriers were high amd were raised in several
instances after 1930 when certain commodities began to enter in large
amounts. Cuota agreements were rmde and fées temporarily imposed. Barriers
of this sort wers probably less common than in other markets, but Japan's
export growth was chiefly in commodities not well adapted to our mariets.
During the depression more attention was given to price and Japanese
competition, aided by the lower external wvalue of fhe yen, by government
subsidies, regulation of quality, and generzl encouragement, wus more
severe., However, she had difficulty in meeting our demands as to quality

in scme lines, while in others our tariff was too high, and the balance of
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trade turned passive for Japan in 1932 for the first time in years, and
she declined in importance as a supplier of our wants. The United States
likewise took a smaller share of her total exrorts as other, principally
backward, countries took more,

Our exports to Japan had to overcome the disadvantages of a depreciated
currency, heightened tariff barriers, a govermmental prozram of seli'=-suffi-
ciency, governmental attemnts to balance trade, and the rapid develorument
of domecstic industry. lany of them declined. The more important, however,
were crude materials and semimanufactures and these gener.lly advanced as
Japan, lacking raw materials, was forced to import cotton for her domestic
and export trade, iron and steel scrap for her iron and steel »roducers,
whose demand was heightened by military activities and armament programs,
crude petroleum for her refineries, etc. The United States came to supply
a larger proportion of Japan's needs than formerly and found her taking a
greater part of our total ex orts as her recovery preceded that of other
countries,

Japan has made a remarkable recovery amd the government deserves most
of the credit. Its policies have been contradictery at times as it has
tried to satisfy all producers. The country would advance more rapidly in
industrial matters if agriculture and the primary industries were nct
protected, Japan is test fitted for the production of finished goocds
requiring large amounts of labor and little capital. Political and military
necessities have forced compromises with the economnic, as usuale The re=-
covery has been conducted under stimulants; the patient may have difficulty
learning to live witgout them. The budget is badly unbalanced., The bal-
ance of trade has not been successfully contrclled., loreover,the benefits

have gone to a small pert of the nation. Azricultural and industrisl
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workers have received only the remnants. There is more employment, but wages
are lower. The advantazes of depreciation have worn off, Continued atte:upts
to balance trade bilaterally will probably rean hizher raw material costs in
the future. It seems that the beneiits of the government's »program have yet

to be paid for,
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3 PPENDIX

Table 11X, - Prices and Exchange Rates

——

’ . .
Year s wholesale Price Indices : Yen=Dollar : Conversion

: : United : Exchange iFactors (a)

: Jaran : States : Rates :
1925 212.,2 103.,5 41,04 4104
1926 188,2 100.0 47,12 4712
1927 178.8 95.4 47,41 «4741
1928 179.8 96,7 46,41 4641
1929 174.8 9543 46.10 «4310
1930 143,9 86.4 49,39 «49329
1931 121.7 73.0 48.85 « 4685
1932 128.1 64.8 28.11 2811
1933 142,7 65.9 235465 «2014
1934 141.3 7449 29,72 1775
1935 = eece- 8040 28,81 «1705

(a) Used in converting "old gold" values given in 42 into yen.

Sources: Price indices: For Japan, the Bank of Japan index,
based on July, 1914, cited in 67 ;/105, p. 14; for
the United States,1926-1935, the Bureau of Labor
Statistics index, based on 1926, 63.5, p. 9; 1925,
Ibid,, 63 Exchange rates: 1925-1934, Federal
Reserve Bulletin, cited in 67 4105, p. 14; 1935, 39,
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