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SOUTHERN ECONOMY : ITS-CURRENCY
. AND FINANCIAL PROBLEMS

| By Kojim MATSUOKA

1.

As is generally known, one of the immediate reasons
for the outbreak of the war of Great East Asia is the inter-
- ference. of the United States with.Japan's acquisition of
resources from southern economy. ‘Our national plan for

the mobilization of materials was made in the year 1936 in-

_'.anticipation of a future international crisis and was fo be
completed in the year 1942, its ‘object being to construct.a

.~ high-degree national defense state. This plan, on its military

side, ' was sald to be completed in a five-year period from
- 1937 to 1941 The War of Great East Asia made no change
in the p]an of constructmg a high-degree national defense
" state, and the sxgmﬁcance of southern econOmy cannot be
realized apart from this national aim.

Thus, the significance of southern economy should be
con31dered as a problem of the entire sphere-of Great East
Asia, and there are two concrete issues that should be
“studied in this connection. “In the first place, the relation

~ of southern economy with Japan-Manchoukuo-China economy -
" should be: considered. Secondly, the relation of ‘southern
economy with such outer spheres as Indian economy and

. Australian economy should - be also studied. True, more_
_ fundamentally speaking, the sxgmﬁcance of southem economy

should be judged from. the significance of Great East Asia

,ecopomy in the world, but T cannot dwell on th]S problem
at length- at present, In this connection, there are some
who, being too eager to attaln self- sufﬁmency in the supply
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of resources in East Asia, which are needed in the execution of
the War of Great East Asia aiming at driving out the Anglo-
Saxon influence from East Asia, are unwilling to consnder
the problems of relations between East Asia wider territory
economy and other wider territory economies in the future.

Such att:tude is plausible only in connection with the neces-
sity - of reahzmg self- sufﬁuency in Great East Asia economy
© as quickly "as. possible. It should be noted, however, the
problems of contact or relation between Great East Asia
economy and other wider territory economies will inevitably
arise in the future.. Thus, we should be prepared to study
the internal as well as external problems of . Great East A51a
economy -

2.

To go back to our main issue, we should consider- the
- relation betwean southern economy and Japan-Manchoukuo-
China economy. For the time being at least, southern ecee.
nomy should be utilized in the construction of a high-degree
‘national defense state with Japan, Manchoukuo and China
as its centre. Unless such a state be realized and the
East Asia defense structure be established, and’ there- by
~ fully prepared for all emergencies, we would not be able
to stand a long-drawn exhaustive war not to crush out our

present enemies. In this sense, southern economy is of

secondary importance in the .Great East Asia gfound in
which the high-degree national defense structure of Japan,
_“ Manchokuo and China is of paramount importance. If sou-
thern economy be considered as a nursing ground of Japan-
_ Manchouku China economy, it is the prlmary nursmg ground.
As to Australian economy and Indi ian economy, in Great
“East Asia, these should be considered as of different impor- -
tance as they are important suppliers of food and clothing
resources "to Japan-Manchokuo- China economy. These two
outer economies should be regarded as the second nursing
ground as against the first nursing ground o;f southerh econo-
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my. _ - : , o
~ If Great East Asia- be likened to a -house, it may be

said that in its design, Japan, Manchoukuo and China con-

stitute its inner chamber, as against the veranda or the sun-
room of southern economy. The sun-room may be a very

‘comfortable place for dwe]ler's but this fact should not ‘cause
: the neglecting of the inner. parlour or the kltchen in its

designing. . : _

Now, the significance of southern economy bemg v1ewed_ '
as such so far from world economy or from East Asia econo-
my, what preparations are there being made, let us ask, for
its development and ad]ustment? This is a matter.of grave
importance together with the currency problems which I

~ shall take up later- and for whrch the former will prove a -
basic condition.

At the 79th session of. the Imperlal D1et the Prlme
Minister announced the four basic principles governing our

"7 policy of economic construction for the southern region;

while the President of -the Planning - .Board has also set

“forth eight prmcrples goverrﬁng the reahzatlon of -the four
“basic prmCIpIes The four basic prmc1ples are: (1) securing
‘of ‘resources from southern’ ecenorny, eSpec1ally those whrch

are mdrspensable for the executlon of the present war ; (2)

) preventing impartant resources from falling into the hands .-
- of our enemies; (3) securing of means of subsistence for_ the -
. Imperial forces on the spot; and (4) obtaining the coopera-

tion of existing economic establishments in the southern
region in the execution of our policy. '

- All of ‘these four .principles are appropriate both as a
declaration of economic construction for Great East Asia

-and as an outline of our war policy. The eight principles

enunciated by the Presrdent of the Planning Board outlme '
a more detailed policy. They are as follows: '
1. The economic’ dlSDOSlthl‘l in -East Asia should be

_made ‘with- Japan-Manchoukuo- Chma economy as its basic’
factor, while the order “of dCVeIOpment -for various- resources
- should be decrded by the GOVernment accordmg to the pro
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gress of. the war. ThlS prmc:ple corncerns thh the order
of development of resources.- ' St
" 2, Those to be in charge of the development of resources
should be selected from among" expenenced industrialists
of proven. ablhty whose enthus;asm and 1n1t1at1ve should be:
_ fully ut:llzed -and their - se]ectlon “should -be based on the
views of c1v111an control assoc:atlons and conmderauon should
‘be given to' utxhzmg the ex1stmg 1ndustr1al establishments
at the place. - ‘This principle concerns with the selectlon of
' 'persons in charge of actual economic developrnent T
: 3. Military notes are to be circulated as currency at.
- the spot- except French Indo-China and. Thailand and their
unification is to be. made gradually. Consequently, the
“movement of capital between Japan and the southern region .
in principle is not recognized. The capital needed for econo-
mic development for the region is to be accomodated by the
South Development Chest This prmc1pla concerns with
~ currencies at’ the: place of action. - o
4. The -exchange of material’ goods is to be based on
- the materials moblhzatlon plan and is to .be pre-arranged
in accordance with changing military conditions. Conse-
quently,-their export to Japan for the time being will be car-
ried on by government appropriations. The gathering and
distribution of goods are to be made with the cooneratlon‘
~of Chinese and other merchants at the spot, with the Japa—
nese side. This principle deals w1th the exchange gathermg- .
and distribution of goods: ' v

5. The transportation of southern goods is to be made
under the- control ‘of the military. This pr1nc1ple concerns
w;th the transportatlon ‘of goods.

. 6. The falling. of the special resources of the southern
reg1on into the hands of the enemy nations is to be prevented.
This pr1nc1ple concerns w1th the counter blockade of the
enemies. : :
} 7. In view of the urgency of constructmg Japan -Man-
_ choukuo-China economy, the em;gratmn of the ordinary
Japanese natlonals_ to the southern region is to be prevented.
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This principle concerns with the prevention of the emlgra-,

tion of ordinary Japanese nationals.
8. The greatest object at this present stage of the war

is to win in the m111tary and naval operations. ThlS prmc1— .

_ple concerns with the present supreme aim.

By far the most important principle of- these eight
prmc1p1es is the last one, namely, to win the war. The
Prime Minister has clarified this point in the followmg

language: “Our most urgent task today 1s to mobilize all.
national forces in order to crush our enemnes in the battle-

field and to strengthen. our fighting power and to maintain
the condition for winning the final victory.” .*
- Undey such a policy of construction an mdustrlal pro-

' gram for Japan, Manchoukuo and China has been carried = -
- out and will expire this year. The second program will be

commenced beglnmng from the next year.. It will be more
hopeful of success, if it should include southern economy

-in its plan. And it is in a position to include southern‘,_

economy in its new scheme. It is a matter of great joy

that we have now done away with our dependence on Great.
Br1tam and the United States in our materials mobilization
program which we had to carry out with unspeakable agony

prior to the outbreak of ‘the War of .Great East Asia and

‘that we are now able fo make our own materials mobiliza-

tion plan on our own resources in East Asia and thereby

promote the estabhshment of the East Asia defense structure. -
It is in recogmtlon of such a state of affairs that the first -

__principle announced by the President of the Planmng Board

declares that “ the order of development for various resources
should be decided by the Government according to the pro-
gress of the War ;” and that.all impartant resources acquired
or developed are to be included in the Government materials

“mobilizatinn plan and . the fourth principle declares that
‘their development is'to be. “ pre arranged in accordance

- with changing military condmons
: The present plan of deve]omng resources in southern B
“economy- differentiates those southern: peoples who have -

-
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" been cooperatmg with Jdpan even before the War of Great
East Asia, from those who. have been cooperatmg with our
. ~enemies... The resources to be. developed are. classified into

ed 'those which should be. speedily developed from 'the

necessrty of _acquiring national . defense resources, (2) those -
‘which ‘may be- gradually deveIOped and (3) those whose -

development should be restricted er which should-be replaced-
by- some other industry.” At any rate, their antebellum
conditions are being studied for reference. purposes in order
to formulate the new economic program which" will take

into consideration such 1mportant factors as Japan s produc- -
tivity, the relation between the southern region. and Japan's® -

- present -industri_al 'equipmeot, ‘her shipping power and other
econq_micfac_to‘rs. "To state more concretely, the Japanese
Government will first -decide on the order of resources to be

developed, . and in fhe case of such ‘important resources as . -

petroleum, iron; poke51te copper, etc. all of Whlch are urgent-
1y needed, their output is tlecided upon’ and men in charge
of their development are selected " The- selection of such

'ent'repfeneurs has been a serious issue in the past. Profit-

ting from  its’ experiences in both Manchoukuo and China,

" ..the Japanese' Govenment will avoid creating new companies

or amalgamatmg ex:stmg compames for joint industrial pro-

" _ Jects. Nor will the Government permit the enterprises. of
control assocmtlon “On the other- hand, the Government N

* will mobilize experienced individuals of great. capac1tv\ whose
initiative will be" utilized for the industrial development of

southern economy. - This is an 1mportant pomt in the Japa

nese policy for the southern: region.

" Those who are in charge of southern development w1ll
purchase at the spot what. is necessary for. their ‘work from
the quernment and will get the supply of men needed both
from Japan and at the spot. Capital needed for the purchase
of materials and for salaries and wages will be supplied
. from the South Development Chest.. Thus, substantially
speaking, all ‘that men in charge of southern -development
will bear as their own burden is technique and operators.

3
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As a result of all this arrangement, the industrialists
need not“worry, as they would have done hitherto, to get |
both capital and materials; and they can thus concentrate
their entire energy on the1r actual work of economic develop-.
ment. : ¢ .
_ The various resources thus produced Wlll be purchased
by the Government. In fixing prices, the producers are
perrmtted to 1nc1ude a profit equivalent to a certain rate of
commission. What relation this rate of commission will
bear to the actual rates of industrial profit in Japan will
not be of any importance so Jong as the movement of capital
between Japan and the southern region is prohibited for the
time being by the third principle of southern development.
The resources thus bought will be. sent under military
control to Japan, and excepting that part which will be
needed by the Army or to be stored by the Resources Ad-
ministration Board, will 'be sold at suitable prices. Of the
resources sold to civilians by the Government, mineral
resources will be.distributed through their respective control
associations among various companies, and their apportion-
ment will be decided a5 is done at present by conference .
between the Department in charge und various control
associations. Various food and provisions from agricultural,
forestry and fishery resources will be stored by the Central
Provisions Board. = The above-mentioned form of development
" for. southern economy is unprecedented in the history of

. * Japanese overseas administration.. In a nutshell, its aim-may
_“be’said to promote the. orgamc administration of capitalist

economy m war t1me under strict rml:tary control. .

I have outhned the genera] aspect of southern economy :
Ishall _here-after take up one of ‘its - most 1mportant mea-
sures, namely, southern currenc1es N - '

- Southern currencues as mentloned in connectlon Wlth

the third prmc1ple of economic development are to be ad-



34 K MA TSUOR'A

ministered by the South Development Chest Generally
speaking, whereas southern currencies at presentare to be'
administered for the purpose of acquiring material goods
necessary for the perfection of the Great East Asia defense
_ structure, those of Great Britain and of the United States
and the Netherlands East Indies were regarded as a means

of satisfying the luxury of their home countries or of accu- '
mulatmg their wealth; through the economic exploitation of
colonies and semi-colonies -in the southern region. Before
proceeding to discuss the southern currencies, I shall trace the
- currency war which brought to”being the South Development
Chest, from the standpoint of the' development of East Asia
‘currencies. Generally speaking, this currency war has two
objectives : it aims at overcoming the Anglo-Saxon currencies
and at the same time it is intended to reorganize the old
currencies of Great Britain, the United States and the

Netherlands, so as to bring them to our camp in the present .

currency war. It is necessary, therefore, for us to €xamine
the economic theory by which these Western nations suc-
ceeded in building up the currency ground in Great East
-Asia,— For, the principle of leading the present currency war
- to our advantage both at present and future can be funda-
mentally grasped only by studying the nature of the currency
-systems of our enemies in their historical development.
This point has been rather neglected by Japan as shown
by the progress of the prevailling currency war. - I cannot
at present dwell in .detail on the various aspects of ~this
matteér but at any rate no over-emphasis can be placed on
the importance of ‘examining the enemies’ currency systems
in connection with the present currency war.

-~ We may mention the following as our hostile currencies:
the Indian rouby in Burma, the Strait dollar in the Strait
Settlement and Malays, and the Australian pound—all of
which are British currencies; the American currency of peso
in the Philippines; and the gu1lder in the Netherlands East
Indies.

Ment10n may be also made of the piastre 1n French
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Indo-China and the baht in Thailand, but these have already
linked themselves to the yen in the currency war and have
adopted themselves to the development of the War of Great‘
Fast Asia. ’ -
Needless -to state, all the colomes and semij-colonies of
'the southern region -were under the domination- of Great
Britain, or the United States France or the Netherlands.
Thailand was: v:rtually under “the domination of Great
Britain. Naturally, -the character of the economies of all
these countries was that of a colonial or seémi-colonial econo-
my. With the development of capitalist economy in .the
- Western nations, the southern countries became the objects
‘of domination by Western financial capital. Just before the
outbreak of the War of Great East Asia, their economies
had been placed under the domination of their home count-
ries. The fertile productivity of southern economy may be
referréd to from the saying that “the one who controls the
South Seas will control the world.”. The profitmaking-in .
the southern region increased and the accumulation of pro-
fit in the region resulted in its further development. Superfi-
" cially, it seemed that the countries in the southern region
were very little. affected by the capitalism ef their home
countries in the West. In reality, however, the function of
the capital of the home countries was fundamental in the
development of the economies of the southei'n region as may
--be referred from the fact that the movement of the world
- has been from industrial capltal economy to financial capital
-economy. * The. truth  is ‘that the gold exchange standard -
) which was put into operation by these Western nations in
their colonies or semi-colonies in the southern region, func-
tioned ‘in the form of currency policy by means of the finan-

- cial capital of the home countries, its object bemg to explmt

' their colonies or semi-colonies. :

¢ . The gold exchange, standard was the foundation stone
fof. the currency structure of - southern economy- under the
Anglo Saxon influence, This truly indicates the hlstorlcalr

oo aCt that the Predatory currency measure based on the
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aquisition of resources in East Asia and adopted by modern
financial capital economy, made its model development in
_the form of the gold -exchange standard in this part of the
“world. ‘ : :
(1) Lei. us first rev1ew the history of the advance in -
this region of Western financial capltal economy by means
.-of the gold exchange standard. It Was back -in 1893 that.
“Great Britain began to make its economic inroads into Indla
by means of this currency standard.

" This British advance freed the Ind1an rouby from the ,

~ price fluctuations- ‘to which it had been subjected and which
were due to the variations of the comparative prices of gold
and silver under the old silver Standard; and further had
the effect of promoting Indian trade with Great Britain under
a stabilized currency.  Later in 1919 and again in 1925 the
Indian currency finance gradually promoted the interests of
India herself. On the whole, however, the Indian rouby is
based on the fundamental conception that India is a British
colony, and her currency system has heen continued on the
basis of the interests of her master, Great Britain. .
For some. time after the First World War, India conti-
nued to enforce the gold bullion standard and she has been
| enforcing the so-called pound gold exchange standard after
_the year 1931. Up to 1934, the Bank of the Empire of India
was the issue bank for India but after that year the India
Reserve Bank has succeeded. Besides the bank notes, the
 Govenmeént paper currencies are also circulated. The ration
bzatween the two is one rouby for one shilling and six pence.
© (2) " Although Burma differs from India in respect to
-race, religion and custom, it has been ruled over as part of
the latter. In consequence, its currency has been like that '
of India, namely, the gold exchange standard. After 1931
its currency system was the pound gold exchange standard
just as in the case of India. Thus, the economy of Burma
has been controlied, though inditectly through the Indian
rouby, by British capital, especially financial capital operating
through the gold exchange standard system. Its issue bank
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is the same as that of India but there are two kinds of
. bank ‘notes, namely, the Bank of Burma notes and the Bank
of India notes. There are also paper currencies issued by
the Indian Government The form is the same .for the two_
countries. -

(3) Let us now turn to the Straits Settlement British
Malaya and Borneo. The Straits Settlement has freed itself
from the currency control of -India and the circulation of
the rouby there has been abandoned. There divergent cur-
rencies of .varioiss nations are circulated in-disorderly man-
ner. This state of affairs. led to the, currency reform . of

1903 by ‘which the gold exchange standard came into being. - .

- The major portion of currencies c:rcu]ated was made up. of

the paper money issued by the Government Currency Board
- but the specie and security reserves were kept in London.
- Besides the Government paper currencies, there are the -
notes issued by Chartered Bank of ‘India, Australia and
China and the Shanghai and Honkong Banking Corporation
and their issuance was based on the gold exchange ‘standard.
In the. absence of any mint; the currencies were made in"
- London. One btra1t do]lar is equal -to two shﬂlmgs and
four pence. ,

(4) ~ The currency ot' the Nether]ands East Indies is -the
guilder’ which-is also based on the goId exchange standard.
In point of time, the gold exchange standard of the Nether:
“lands East Indies is older than that of India. Even as far
back as 1864 there was a klnd of silver exchange standard
based on silver coin certlﬁcates It came to be replaced.
by the gold exchange standard in 1901 and. 1912, All this '
. currency advance was due to the fact that the Netherlands -
- East Indies had ‘high productmty over other southern colonies
.and had satisfied its.home country ‘and the European .marked
by its rich resources . With the development and advance o
ment of its 'economic power, it came to be llnked with the”
o cunency system of “the: Netherlands and thus came to adopt"
"the ‘gold ‘exchange standard, - T :
" After the- <lose of the Fll‘St Woer War, however, the
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“economic activities of Great Britain and the. United States

in the Netherlands East Indies became increasingly keen -
and the colony itself gradually came to be placed under the”

- - economic ‘influence of these Anglo- Saxon nations. - Th1s
became all the more pronounced since 1936 when the' gold -
" bloc in Europe: collapsed, _especially after the. Dutch Govern-

ment, took refuge in England following the outbreak of the

- Second World War, The ‘guilder of the Netherlands East
.Indies ‘is supposed to be equal in value with that of the

Netherlands. ' Its latest rate is 64 guilders for 100 American
dollars. The guilder currencies are issued by the Bank of
Java but.the government paper currencies are also circulated.
On March 31, 1941, there were two forms of currency
reserves domestic and external the latter being kept in the
Unlted States. -

-(5)" Next I shall consider the peso of the Phll]ppmes
’_I_‘he term -“ the gqld exchange standard” is said to. have

been originated in the United States: Naturally enough, the

United States has been paying the closest attention to this

currency system. It is clear that the United States was "
given a hint for currency reform by the currency- reform.
of India in 1893. Since 1867 the United States -has been
studying the problems of .the depreciation of silver and its

‘counter measures. The general policy of the United States

in meeting- this problem .was to persuade the countries of
Continental Europe to revive the monetary character of silver, -

" but failed to achieve success. By 11896 India ‘succeeded in

establishing its exchange policy as a silver nation and adopt-
ed the gold exchange standard, with results which were more
successful than had been ant1c1pated This made a deep
impression on the United States. The new currency system

" adopted by .India was called “the gold exchange standard”

by the United States which then tried to apply it to its Far
Eastern colony and to the nations in its sphere'of’inﬂuence
“in Central and South America.

- The economic power of the Phlhppmes was not so active
as those in India and the Netherlands East Indies, This fact
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stimulated the American.economists in making studies in
favour of the gold exchange standard by 1903. This was
only too natural when viewed from the American political
economic developments. However, the ever-increasing econo-
mic burden of the Philippines on the United  States led that
country to decide to accord independence to its Far Eastern
colony so that it may escape’ from this economic burden.
The characteristic of the gold exchange standard in the

Philippines is that it was operated thoroughly from the - -

economic standpoint of the United States, chiefly because,
~unlike India and the Netherlands East Indies, the econormc' ]
power of the islands failed to make any development. Its
currencies are issued by the Government,. the Bank of
Philippines and the Philippine National . Bank. The official
rate of the currency is one doller to two pesos. In Guam,
Midway Island and- Wake Island all of which are outside
the Southern - region, the American currencies have been
circulated as they are circulated in the United States.

It is the United States which made a serious study of
the gold exchange standard as a currency policy for colonies
and semi-colonies. Its endeavours, as far as they are on the
surface, are much more pronounced than those made by Great
Britain. In 1906 the American' Government was asked by
. both Mexico and Chind to make investigations into the gold
‘exchange standard. Japan by 1898 had already adopted the
.same currency system and it is interesting to remember
thet she assisted the United States in guiding Mexico and
" China both of which were backward in currency reform.

The United States despatched Kemrer to China in 1929 -in N

order to tell her that the United States had adopted the
gold exchange standard. It is’ mterestlng to note that this
‘incident has a historical counterpart in that in- 1936 the-
Nanking Government was coerced by Great Britain to adopt .

" the gold exchange standard as currency - reform

. {(6) Let us now turn to Australia, It was some forty'

years ago that Australia established a colonial commenwealth. -~

Australian industry was earmarkedﬂby thorough dependency‘j

'
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on Great Britain and this naturally led the Australian pound

.. to depend entlrely on the pound gold exchange standard

- The right of issuing currencies is in the hands of the Com-
B monwealth Bank .but in actuality it is issued by the British
Finance Mlnlstry Whlch has its’ board of issue in that bank.

©In thlesense it: may be‘sa:d that Austraha has paper money

but no bank notes The currency reserves at first were
gold bulllon ‘and gold c:oms but in 1932 they were replaced_
by gold and gold certlﬁcates -and " thus- the go]d exchange
.standard was .adopted - The ofﬁcnal rate - is par with the
__‘pound -In. British- New’ Gumea the Australlan paper money
is circulated. =

(7) Lastly, I shall take up the plastre of French Tndo- .
China and the baht of Thailand.. Both these ‘are. based on
the gold exchange standard.- It is well known that French
Indo-China as a French colony adopted the gold ‘bullion

standard in 1930 and the frenc exchange standard in 1936

and that Thalland adopted the pound exchange standard in
1932. It is very noteworthy that these two currencies have
recently been linked to the yen and became the object of
_an exchange “settlement agreement, in appreciation- of the
new political economic developments in East ‘Asia. - This’

also suggests the object of the re- organization of the so-called

‘hostlle currenc1es in the southern reglon '

| 4.

Up to the present we are not at liberty to discuss the
problems of - disposing ‘the so-called hostile currencies in East
Asia. However, the South Development Chest and its acti-
vities glve some hint as to what will be the nature of sou-
thern currencies and of southern finance at the present stage
~ of development. In actuality, the military notes already
‘ issued in various parts of southern.- regIon have been in
, ,c:rculatlon with great satisfaction, = -

It may be sald that the circulation of such currencies
as military notes should be accompanied by both utmost
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carefulness and great determination.” Their efficiency will
" be of great importance in view of the fact, that of the tem-
porary war ‘appropriations of 18 billion yen, their allotment
will make the -southern region as their ground and will be
_circuylated side by side-with the vast military forces now in’
operation along wide fronts. As has been already stated,
~we had much experience of this kind first in the Manchuria
Incident and then in the” China Incident, in North China,
Mongolia, Central and South: China, and have made careful
studies thereinto. We aré now utlhzmg our past éxpetience
.in war finance in the occupled ‘territories ‘in- ‘Gteat -~ East
Asia. Our scheme has been well prepared and will be put
mto operatlon with rich experience and carefulness.-
- I shall now take up thé object and activities of the South
. _Development Chest which hés been estabhshed in orde to
assist the. development of resources in the southern region
so as to’ contribute towards the establishment ‘Qf the - co-
prosperity sphere in Great East’ Asia. :
.~ As _has been already observed, the problems of. the
South " Development Chest are in an mseparable rrelation
with Great East Asia economy, especially with Japan-Man-
choukuo-China economy. These same problems also have
close relation with the Bank of Japan Act and the Important '
Resources Admmlstratlon Assocratlon Act : ST
- . I shall first dwell on the important points of the sou-
. thern financial policy which is to ‘be carried out through
the South Development .Chest.. ‘I shall then -outline the
'mechanism and functions of: the chest and lastly I shall
touch on the idea of the southern ﬁnanmal sphere .
(I) The following are the sahent pomts of the southern
‘-ﬁnanc1al policy :_ : : Lo
- (a) The movement of capltal between Japan and the o
. southern region is prohlblted exeept in some extraord:nary
cases. : - : Pt
(b) The- capltal needed for the development of, theA

southern region Is supphed- only through the southern

Development Chest which' is to control even the longterm
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-'mdustrlal capltal under its wing.

(c) All the ﬁnanc1al and banking facilities now ex1stmg
m the south will be utilized for commercial purposes and

- will be controlled by the South Development Chest wh1ch

: "_Wlll ‘be a sort of holdmg bank . for them.’

] (d) To begm with, mllltary notes are to be c:rculated
at par in 'value- w1th the currencies already in circulation

_ at the spot but in the future the relations between the two

- will be adjusted according “to the nature. of circumstances

and some unified policy W111 be established.

, -{e) Losses. incurred in investments and loans mgde by
' the South Development Chest are to becompensated by the

Government. . :

- (f) The control of the South Development Chest is to
be made by the Central Governmant in Japan.

(g) The expansion of the financial institutions in the
.southern region is to be made by the banks havmg offices
~ in the same region.

- ., The trading of resources and goods is to be made
. accordmg to the plans already made by the materials mobili-

o zatlon plan in_ regard to items and quantltres The followmg

are the sallent points of this trading:

. (1) For ‘the ‘time “being the Government w1lI buy the
".goods which are to be supplled to Japan' by the countrles o

- of the southern reglon

. ment.

_ (2) The. export of goods from Japan to the countrles |
-of the southern reg1on will be 51m11ar]y made by the - Govern- '

(3) In this trading between Japan and the southern
region, emphasis W]]l be laid on simplicity and facility in

business transaction, and cooperation by private concerns. -

will be solicited. In this -trading the Government will be
in close. touch with the Japanese import and export associa-
tions 1in the southern region.

~ (4) In the gathering and drstnbutlon of materlale at -
the -spot, the organization and credit of the Chinese and
other merchants who have shown cooperation and sincerity
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to the Japanese authorities will be- utilized.

"~ The foregoing pomts have been fully studled and are

ready to be realized, ‘ -

(I) 1 shall next dwell on the functlons of the South '
Development Chest. The obJect of the chest is given 1n the
Article 1 of the law governing the chest as follows: “ The
object of the South Development Chest shall be to supply . .
the funds necessary for the development and ut111ty of the
resources in the southern reglon and also to adjust the cur-
rency and finance in the sarhe region.” The law only men-

tions “the southern regiori and does not define its ‘boun-

daries. This is because the southern region will expand
with the progress of the Japanese military -operations. At
the time of my writing, the southern region embraces only
the Philippines, Malays, former Bl‘ltlsh Borneo and former
Netherlands East . Indies. South China, Hongkong and the
South Seas islands are not included therem As has been
also observed, Thailand and French Indo Chma are placed
outside of the southern region. - .

The funds - needed for the development and utlhty of“"
resources in the southern region are to be- supphed in cur-

_rencies circulated on the spot, and this development is to

be made not only for Japan but for the entire co- prosperlty
sphere. - -~

There are several articles in. the law- governing the
organization of the South Develepment Chest that provide
for the aquisition of funds necessary for the chest at the

- spot. Article 48 says: “ The Government may make loans

to the Sputh Development Chest.” = The same article further
says:. “ The revenue and expendlture bound up with such
loans shall belong to the temporary. €xtraordinary mllltary _
accounts.”’ _ Article 21 says: “ The South’ Development Chest-
may lssue securltles the - ‘maximum” amount- of which shall

" be an amount equal to-ten times the paidup capltal of the

chest.” - Thus, the chest borrows its needed funds in mlhtary
notes, at par witn currencies circulated at the spot, from
the temporary extraordinary military accounts and uses them
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in the operation of its functiens ‘But since if the develop-
ment and utility of resources in- the. southern region be
made with military notes at par with the currencies at hand,

- with the increasing restoration of peace in the region, funds
-needed will be supplied from capital at hand. At any rate, -

this matter is a delicate problem. at present and time has-
not yet arrived for -clarifying. it. - The Government has
admitted that “it is a dlfﬁcult task to find any definite rate
of exchange among the dlfferent currencies in the divergent
parts of ‘the southern region.” "~ The Government “has also
.made the following announcement regarding its ‘currency
policy for the region: “In the future we shall endeavour-
_ to wipe out the financial policy of the United States and
Britain in the various' parts of the southern region and will
place the various currencies there under the ven. ‘We shall
aIso endeavour to brmg about a condltlon in which ‘the -
financial settlement among the d1fferent parts of the region .
could; be made at Tokyo, so as to bring Great East Asia
financial sphere into being.” ‘We may referfrom what ‘has
“beent already stated that the function .of the South” Develop-
thent -Chest for adjustlng the currencies- and ﬁnance of the.
southern sphere w111 mamfest thexr real nature’ m the future.
Thus, besides. makmg mvestments “and loans the South
Development Chest will carry out such ‘other business enter-
prises as the transaction of its:deposits and gold and silver
bullions an'd of m'onetary bills of exchange, and also carry
_on other enterprises which are deemed necessary for attain-
ing its object. However, its immeadiately necessary -business -
is- to accomodate longterm fixed capital and to - advance
-short-term loans for producing resources. Thus other. busi-
ness enterprises such -as industrial investment, exchange of
different currencies and transactlon of . bills of exchange are
future tasks. - . - ‘
Although the financial settlement of the trade of Te-’
sources among the different parts of the southern region will
be made by the South Development Chest, 's_imilaf settlement
between the southern region and the third countries will be
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made by the Bank of Japan according to the new low
governing the .organization and functions of the bank. It is
noteworthy that this point has been explained by the’ Govern
ment in the above- mentioned announcement in view of the

' present transitional circumstances prevallmg in our southern

policy.

(IIT) " 1 shaII now dwell briefly on the notion of the
East Asia financial sphere which is being conceived in con-
nection with the execution of our financial policy for the
southern region. At present the single currency system of
mlhtary notes is adopted for the territories occup1ed by the
Japanese forces in the southern reglon and it appears that
the fixing of rates 6f exchange between the yen and the
various local currencies at the spot will be made at some
future time. - The Government has also made the following

announcement regarding the economic structure of the sou-

thern region when its economic and financial order has been
established : - - :
(a) The Government will’ estabhsh a new’ structure.

_based on the yen for settling - bills of - exchange in the future :

(b) In this case, neither the currencies nor gold of the

third countries will bé taken into consideration. In other <

words, the decision on rates will be reached by taking into

-direct con51deratlon both the yen and the currenmes at the,

spot, _
(¢) In deciding on the exchange rates, the (rovernment
will consider such various factors as- product1v1ty, resources

.and degree of civilization in each of the countries concerned,

the greatest factor being the price level. * The aim of such

‘an exchange rate 'is to facilitate the circulation of goods

among the different parts 'of the co- prosperity sphere.
(d) When the proposed East Asia financial sphere has

" been established, the central bank or issue bank in each of

the spheres will “issue its notes against 1ts deposits in.the
Bank of Japan as-its reserves.. Thus, will come. into bemg/
the structure for settling bills-of exchange for the entire
East . Asia sphere with the Bank of Japan as the centre of
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this mechanism.

What has been so far stated indicates the future esta-
bllshment of the yen exchange standard based on the Japa-
" nese currency.” Japan at present is expanding the yen cur- -
rency sphere in Great East Asia from Manchoukuo in the
north to-the various occupied territories in the south, and
- is attempting -to consolidate it. True, as has been already

observed,. the yen currencies in Japan, Manchoukuo and
China are not the same with. the currencies proposed or
enforced in the southern reglon in respect to their monetary -
objects. - _However these -two. sets of currencies are destined
to become unified intd a currency system with the deposits -
with the Bank of Japan as issué reserves for each member
of the co-prosperity sphere. - '

 As to the amount of yen currencies 1ssued the figure
at the end of 1937, inclusive of the currencies of Japan
Proper, Chosen, Taiwan and Manchoukuo was given as Yen
3,500,000,000. The figure at.the end of 1940 inclusive of
the above with the addition: of North China, Mongolia‘ and
Central China was given as Yen -10,100,000,000. It is easy
to see that when the amount of yen currencies in the sou-
thern region are added, the total sum will be of a stupendous
amount, because the latter .currencies will be the capital for
developmg and financing the southern region which is the
central territory of productivity for. the entire world. The
total amount. of the yen currencies for the entire Great
East Asia is a_ topic of worldwide interest for the students
of finance. Important 1ndeed, is the problem of structure
for- 1ssumg ‘such a vast amount of currencies and of adjusting
them, on which studies- shoulfl be at once begun in earnest.

5.

To-summarise, it may be said that our currency policy
in southern economy has just begun its activity, and its
substance in a large part will be regulated in its future
course. It is clear, however, that its object is to crush the
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Anglo-Saxon currencies in the present currency war and to
make their reorganization in the future, and thereby to
acquire material goods to be mobilized for Japan, Manchou-
kuo and China. As has been already observed, the object
" of the establishment of the South Development Chest which
forms the centre of this currency mechanism is to be the
organ of issuing and”circulating the currencies needed for
‘securing defense materials for the realization of the Japan-
- Manchoukuo-China structure. The chest should so adjust
the issuance of currencies that defense materials in the
region will be annually provided in abundance. Should this
" chest fail to function properly in adjusting currency issuance,
there would be the fear of our Great East Asia Co-prosperity
* Sphere turning into a Great East Asia Co-Poverty Sphere.
In this connection, it .should be noted that judgments
on the proper function of the South Development Chest
must not be made according to the ideas of the fime-worn
economic. mechanics of capitalism. For southern economy
is still youthful, and -consequently its potential - economic
power is active and vigorous. Now, the currency is often
likened to the human blood and the financial organ to the
~ human heart. This, of course, is an analogy. At any rate,
it is our important duty to see that the currencies and the
financial organs in the southern region should enliven sou-
‘thern economy so full of econom1c vigour, on a new econo-
mic structure.
" Thus, by far the\ most important point in this connection
is not so much to cope With any .economic or rather finan-
cial difficulty, as to relieve this economic difficulty by politi-

cal means, so that we ‘may establish ah efficient wartime.

structure capable of defending Greater East A51a against
its enemies. P -



