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The Penn Central Railroad Bailout Plan and Federal Reserve System,
1969-1970: Focusing on Loan Guarantees under the Defense
Production Act

By ISAO SUTO

The Penn Central Railroad was established in 1968 after the merger of the Pennsylvania
Railroad and the New York Central Railroad. In June 1970, however, the company filed
for re-organisation, which at that time was the largest corporate failure in U.S. history.
The mainline railroads were subject to enduring regulation and protection by the
Interstate Commerce Commission. Considering a request for aid from Penn Central, the
Nixon administration launched a bailout programme under the Defense Production Act,
which was passed during the Korean War. Nonetheless, it faced opposition from
Congress and was unsuccessful in securing a loan guarantee from the Federal Reserve
Bank. Some have argued that Penn Central’s rescue was a precursor to ‘too big to fail’ or
‘systemic risk’ policies. This paper verifies these assertions by re-evaluating the events
that led to the Penn Central Railroad bailout programme. First, the railroad’s
‘bankruptcy’ was made possible by a unique historical context. Second, the Federal
Reserve not only indirectly rescued operating companies by providing commercial bank
loans to avoid a commercial paper market collapse but also considered the use of direct
loans as fail-safe. Thus, the Penn Central Railroad bailout was a failure. Nevertheless, it
was the catalyst for subsequent discussions of the bailouts of Lockheed (1971), Chrysler
(1979), and even Continental Illinois Bank (1984).

1 IXLHIC

Ryevr b TE (EX4 BT B2 b 7Lk 2tk Penn Central
Transportation Co.) (X, 19684E2 A, X v _R=T gLt =a—a—7 « B> F T /L8
EARERES L CHAE LTz, 1957 FISHEFHHA AR SN THHIZIT 10FE2580#m L T
Too e B D TVBIEITEECSE PV, WEEBEKI0TT A, BRER2 T~ A L, 4k
B ORI E G T 5 AEHFERLTH 72V, LivL, REREHRDT 02440 H

* VB RFBUARE F ik #d%  (Professor, School of Political Science and Economics, Meiji University)
1) Beshers [1989], p. 1. &K 6 (iDL b Sbsd, BilxIE, BIS, 41st Annual Report, Basle, 1971, p. 19.
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HEVDI97046 H21 A, RSB ITHEMBAELEFE TTRICHESEHAELHFEL, YL L
TIET AV B BRI OMREME CTh o 72, BIfF & ITEEI, RERE DR T
FTAHRNCRSE TG EHICER L T=7 Y VBHEICKE 2RO, ERmENTE L, [
Bk o L BB OO & ERAPETE (Defense Production Act of 1950) (2355
SROFFHENCAE T Lz, & AN, HABUFORGEFHEIIHEZ K2R < S, RER
MEHARE 5 DS O 2 2 T & 77, FodUEFRITOMBRIELE O
RO TZINBETH D,

HBEICETm L7y B FTVBGER LY T e LB RE TR, BEfo=
v b N N— (BHEREAFE) ORITE2—m X T =D/ ATh o7, [F
PREOREWIEIT, a~v— ¥ /b« R RN—DOEETRELZ R L LTS o
k2% Ui, MEEHIE T a~—2 v b« R—= =i ORELZRIET 5720, N
BEITICH T 2 BAam&E e & [REOET (LLR) ) HiEEZFHE Lz, v -t F T8k
EIE, SUTRIESCa~v— v b« X N—OFITRREEEIC A D7, a—r X T — DD
AT Ao T [k 2024], Kim o B ERCHESITNORIE L Ic2—r ¥ T —(3
IO LTUEAESN, HENSORFEZMET 5 —8E e —F5T, < kv M TSHEK
PEC X Da—n T —DEBABEITIE. MIMEEROKERESR~DM) 2 & FiE L
ot

0 I O NI %S 7= WU ) i 1l O NN E S A 2 T s = e A= N T O QA el
F¥o v — NI, 19718 A, BHBUNOSHREZZ T TR sy, E5121979
BIZIE=ZRABESHEO—AEZ D27 T4 AT —D, £ L TIRGFEITIIRFa T
KRB AN P ARITREMBIFOLZRICE > TRF SN, TRETITERELD
(TBTF) | IR/ 0 — X7 v 7 ENDHZ L2 DY, BIFE#R LV By b7 IVERE I
PEEMAND S & CHIEZM L, 1973 FHUIRERE FRIEIC L D hoSbES b6 fh & fi A S
., BEaL— e LTHEEEOEAFENTONT,

Ny v NI ABREOREFHENIL, 1970F OB TEBLL e holol bbb, E
BRICRGE S BRpl & i L CHEH SNLD Z &3y, L, X -k FT 0
PRIERGE RTENCIE, REICDE2NBE@EREZEBRJCC) O L FREWRED S L T
[TBTF ® %8| [Holzweiss 2003] AN TV =& DFRfENH 5 Y, £/ [“Too big to fail”

2) 29 LIEBAITAEERIS | ZBE S b 34 L TV 72, U.S. House, Securities and Exchange Commission [1972], p. V.
3) FELIE, BTFasREhkwy, 1)1 [2008] LU [2010],

4) ZLM720 . ik [2020] 22,

5) ICC DFERLHNIT 1920 FARUTITIR R SHBERFEITEI L TV D, F L IIZ#E [2022] 2#2M,
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K7 NU > OFE ] [Schwartz 1992], [T A7 I w7 « U A7 | 35RO A)) 0O F ] [Brimmer
2007] L DR S 28 D,

T TARRIE, X vy b IAEREERLETD [Ny - RTAEEER] O OB
S FECEPAEFEIEICE S MERIEICESRE Y T, =27 Y VBHEIC X DR EHE %
TBTF B3R S° LLR O 2> b AR a2, LLF, F28i CIXEPAEEICER LoD, X
v o'V NI VEREO IR EFE D D EIR ORCGEFHBEIONE L EOMIEICE DL T nE A
ERGET 5, L0, BOFFHENFE FEFE LR, =7 Y CBOEIC X 2B IR ERER
T 9 2 EHER @ & 2T & ERERE O LRFITIER T 5, HBI3HTIE, N -k
¥ M T ABRERHEICRR T D a~— b - X XTI ERIC X D SRR ORI
D H L7 @R L IO B R A T D, RIS, ARMOEREEELO LT, Nt
FINBHED 22— 2T — () AL £ OB ARET 2 [EERem i & OBRN S RET
5o

2 ZHOYUBIEDORY - £ T ILEEREETE

() RY « 'Y b T VBB LG

N NI NABGEDORHE, LD DIV R= T EREIXICCOT A X AD &
AR E 20 IR L, 1960 A0 5 1T 2 A LHIE 2 AR Lz, Z OfkE,
HZRT L9127, FikStl (Penn Central Co.) O FIZXy « &2 M I EHER E X,
&4t (Pennsylvania Co.: B$FRPennco) . #kiEth, SO FESH A HIFHIICEE L
. ARENERH%E (Great Southwest Corp.; Macco

Realty Corp.; Arvida Corp.) . [EFEHIZEH5 (Executive Jet Aviation, Inc.), KL —F— « /X
(Strick Corp.), 7 /3L /L (Kayser-Roth Corp.), #t& b, V¥ —hisx (Madison Square
Garden) <°fi1434L (Southwestern Oil & Refining Co.; Royal Petroleum Corp.) ~EEELY
JERLT=Y, 29 LicFEDOLAlIL., $hE L HAT 2Bl EDILRZ#IcED b i
W, AWMLY SLb LYy — gk 72 &~ OFEILRIT NG FEO AL 2 MBS
LHMThH o7,

6) ARG ZBE A A X v 7#HiE#E] (US. House, Securities and Exchange Commission [1972], p. 2) A3 V72
T . ARITREO R WEEFNT [y - 2 b TV bRABEOERTHV S,

7) LRI & 7= 2 3B 72 fk X A3 R ST 5, U. S. Senate, Committee on Commerce [1973],
p. 394.

8) U. S. Senate, Committee on Commerce [1973], p. 394.
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K1 Ry -t2 I BHER (19704F)

Penn Central Co.
[FEEaat]

Penn Central International
Corp. (100%})

Penn Central Transportation

Co. (100%)
i 3 i New York tral .
Pennsylvania Co. Lehlgh Valley lew York Central Philadelphia, American Contract
=Pennco (100%) Railroad Co. Transport Co. .
[ ERt) (©7%) (100%) Baltimore & Co. (100%)
il Washington R.R. Co.
| (100%: 35% by
Pennco, 65% by
Clearfield New York Central Merchants
' . Penn Central
Wabash Railroad Great Southwest ! Bituminous Coal Transport Co. Inc. Transportation Co) — Trucking Co.
Co. (77%) Corp. (91%) H Co. (100%) (100%) (100%)
' Buckeye Pipe Line Washingts Penntruck Co., Inc.
! Co. (100% ashington | 100%)
Arvida Corp. Macco Realty : ( ) Terminal Co. (50%) ( )
(68%) Corp. (100%)
|| Executive Jet
________________________ Aviation (48%)
%Diﬁﬂ)&ﬁ%

'
i Norfolk & Western Railway Co. |
1 Madison Square Garden Corp. i

GE) () NOWITHEEISZ7RT,
(H4FT) U.S. House, Securities and Exchange Commission [1972], p. 2 % &, & I[ZZEH1ERL,

EHFEEITBIT DK AL, ICCOERBSKOBH O b LI Thbiviz, ~v - kv
NI BB S EISTIX R o 7o, SRESIDREE@EE T — E X R ELOER & B L
THELEZRFELTH, ZHERAIFMRGRE O ELZITICCITZE LAWK B Z 0 -

RERADOLRMEE LTy - 2y M TVEBKEIL, IRERENAOESSEL, L
H Ty 7B LVEBRICS LI TRE#ICHTr=a—a—7 s =T -
N— T 4 — REREDIRAZE . BURKRZ W T2 ANTZ 0, ICCITIRE TS F L %
% RS A 585% LT, 1969 4R IC 13RI e di s 2 520 L 7=, = ETICCik, R4EMTA17H,

HEE L BUF O RGN RBEEEZTDRWRY | il HEHERE T — X135 %
PO R CTERNWEA D LESICEE L, ICCIH., RESNEEZELERHIT H7DIC
X B S ORiBIE. £ OMOREOEBAT OB A LEI S Lit7gn R L

9) Hilton (1975, p. 14) 1%, ICCIEBUAIIEN 2% 1F, $9Mk L7z 8kl OBGR A [k 5 72 OB & 438N
LM, v s By b T T OMBIHEGITH - 72 EHEH L. Perritt (1983, p. 278) 1%, [H1BE O %
Bz, BRERHITAIROBBR CEI TRTOHBELR#ET L, 30MEG L HEERAT &
RIS 2.

10) GOF4KE, Z D=2 —~T UEGEITER 20077 KLVOSRTEH L Tz (Beshers [1989], p. 1), X
NR=T B EFHCEO DY #—A (Stuart T. Saunders) (L. [19644E8 A D1 N— | « 15 4 FIERE
BHEDRRT, v -y b TAOKAIIRT 25 Z2FEAPRY THE, =a—~T7 U 2% Al
L2 LIZAET D E L) (Holzweiss [2003], pp. 15-16)
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T ZNEZTC, BRI E R E R ORT A EIREF M T 5 7 & OER
BN Op S 7212,

1967 AT HTRR S 72 iED D) OERIE TIL'™Y . BE V4 /1% (John A. Volpe) 7% “Railpax”
WA LD B, 1969 4E K £ TIZ BB HIX 0O 8518 AL D ikl 2 #rak + 2 B Rk
ANOKEHERESESIICHEALL Y E LT, UL, FliEEENE T 5240
B TH DL LT, 1971H4E3 AFIAE T, RUA T ADKRERFDIZEL R
7o —H T, EBERBZEES ~— bF— (R. Vance Hartke, EF4) /& B R AV ik & fias
P— R ROE MBS L KR T DIEREEKR LI L0nb, 197044 AR E TIC
RUA MND AL “Railpax” ~OxEEMEIL, BEBEEZES bR MERLZITHH LY, T
BEM BEAEER PR B S DN NS 2 BT 572006 A21 B, X - &Y b T BB DOIFE
HIEEIL, FERAICENERE I — B AEORAL (1970410 A 30 H) ICREMEEL 525
ZliTie o9,

REFEA LT 1968 12 LD HERIIT T, B b_y - 22 M7 VEMBREICE
L7, RIS A PRS2 720 OBEE R FE L L TR EHomEm & 4H
EERETES, WINLREICEE T2 Z 2R o7, RURT LT, 1968FE KD
vy R TovEgE St (BGE) 1, av— b X—3—5000 7 KSeElER(E
(revolving credit) 118 KL, —n1 % 7 — 5000 5 K/V7e ELEEOBHABIKRE LT,
FKITEH, INHIEFEHAE 0F8) THLILDO LI IR GENTWA, A (1
L) 1T REHEAThH o7z,

A Z o H—A (Harley O. Staggers, FEW) D FERMBESE@EHEZERIL, +—n

11) “Passenger Trains,” in CQ Almanac 1969, 25th ed., pp. 383-84, Washington, DC: Congressional Quarterly, 1970
(CQAL69-1248264).

12) LA FZZH, CQALG9-1248264; Davis [2020].

13) EdARRELE (19661F) X, H#igd OEEEL TRk MC, By, 248, RN MRk o
FRANCE T D EFERER B LT 0 7 2 2R T2 L) ICREL, ICCOEFET, HERAITBE L
Tond Uy y 7RG & 124 ICBT 2 RIEA RS SEIRICBI T 2R E B OMERR & PREF L 72,
ELbv, FHiE [2022] 22K,

14) Z OFEIE, 196545 E 3 sk (High Speed Ground Transportation Act) (KD =a—3—7 /T
v b U ERESEERERESIE (1969F K10 [XA ha T4 F—] & L TETZHLE) ORIz~
VAR TERE, £ LTy vy b T VERENMAGA F I, ERE S 2N EHEE L T2, Churella
[2022], pp. 11-32.

15) “U.S. Rail Aid is Set for Intercity Lines,” New York Times, April 29, 1970, p. 1.

16) IRAKAIIC “Railpax” (23 2B 3 H 4,000 77 KL & @ERFE7,500 77 KL, & OB 2
A PRAE N 28 KL & 72 57 (Public Law 91-518),

17) SMEAF58E 3K (conditional sales agreement) [, BT (X - v bT V) BEEEZTIAET DN, £
DOFTEMHE & IRLAHEITIEARSN2F DN D ETEY T R1T) ICTHRINDIMEORVEDHTHY |
o —2 O E L TIFHATE 222> 72, U.S. Senate, Committee on Commerce [1972], p. 356.
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BT =R ANERMBIC Lz, $72bb, DREDOKRFEE~DZ—B T T—0
AT, KE» D ORE O ZMEIT 5 ECEEREF AR LTCVWD, £, I—
0y NOENEE R ET AV I OBRTGITHENT 2&KEBRZLTND, R vU b
F AR KENO BB BRI A TR TEWRT Lk, o KERENRENTE
M &Y O AN ATREE 2o T, MESNORERN, KEAREFITRIES
ToRFBITHH D Z e N TE R IE, KERE ST HERITHMER SR WEAS 5 | LfafE
L7, EEE R2UTRT L 1T, 19704F6 HIZiT— 1 4 7 —ifi OFBIE RV 494
R (FRMEEE 1278 FV) (B 7R U DORFHITIER > FUSUEN D 12248
v (24.6%) D& ZZ T AL TV,

®1 Ry - U MIABEOEEES (1,000 FL)
1968 4F-K 1969 4F-K H Ik

t & 6,486 6,470 -16
) i {5 FEREE 15,780 14,474 -1.306
M | MR SR TR R ARE SCEA SRR 49,318 51,355 2,037
% il 2,400 30,400 28,000

Z D, 2,732 3.359 627

"""""""""""""""""" # | 76716 | 106058 | 29342

& 684,819 682,576 2,241

M5 FEREE 100,133 85,497 -14,636

MER% : SRt 5E B /AR SEA R 386,197 408,365 22,168
1 R A 30,400 0 -30,400
o la—ngT— 50,000 50,000 0
& EILEEYE 100,000 250,000 150,000

av— UL e R 50,000 100,000 50,000

Z D 6,061 9,145 3,084

] 1407610 | 1585585 | 177,975

(J) * Xy By T AEESTEAROAREK T, (19694-K) #EFE A 1,805,371(000) KL, #&H Al
s A PRI 192,603(000) K7L, 7 DAL E 1 408,568(000) LA <
(HFT) Penn Central Company, Annual Report for 1969, Supplement: Statistical and Financial Data Selected

498,455(000) R/L,

Companies, p. 3, in: U.S. House, Committee on Interstate and Foreign Commerce [1970], p. 625.

18) U.S. House, Securities and Exchange Commission [1972], p. V.
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K2 1—0OF5—OHERELKERBRITICE SEAR (10075 FL)

Z—u X7 — GO ot
L o e VS R el A
w | ® o N 0

1966412 H 14,770 3,570 18,340 4,036 27.3%
1967412 H 18,120 4,150 22,270 4241 23.4%
1968412 H 26,870 6,660 33,530 6,039 22.5%
19694E3 H 29,880 7,420 37,300 9,621 32.2%
196946 H 37,960 9,110 47,070 13,269 35.0%
196949 H 41,540 9,940 51,480 14,349 34.5%
1969412 H 46,200 10,170 56,370 12,805 27.7%
197043 A 46,050 11,030 57,080 11,885 25.8%
197046 H 49,440 12,700 62,140 12,172 24.6%
19704£9 A 50,230 14,620 64,850 9,663 19.2%
1970412 H 58,700 15,870 74,570 7,676 13.1%
1971412 H 70,820 16,590 87,410 909 1.3%

(JE) * BISHEDKIN8MNE (RAX— /LI v L TNs TF50A HRAY AZVT, T4,
AV =T v, AL A AFVR) FUTOIMIE TG 2 FAHE,

(HFT) (A): BIS, Annual Report, 1969-74, passim; (C): FRB, Federal Reserve Bulletin, Jan. 1971, Table 21, p.
AS86, Jan. 1974, Table 22, p. A88 L V) EH1ERK,

A 7 LI BIICEEE | X #EOBORMNI B S 780 T, KFEITIIR » RU3EIC
BT D——1969 46 A 21X 3 0 AMAFIN 12% 12 Lz (K22 ) —— R CHES: GE
JEM: TR negotiable CD) & FERLT 2 — T, ¥ RUSJEIZTEGSFIHE (L ¥ 2 L — =
Q) RHEBMEMEHSI A NI NV (—n ¥ T —) ZREMBIICEWED TREOARE
WCHTE Lz, FEARREO 22— 77— OIKZ 8-> T, @ R HIEHES (FRB)
F19694F 10 HIC 2 — 1 & 7 —FHIHS O MEEICKT L T EERE CY9)10%) &k L.
19704 1 HIZIZEWNTES (90~ 179 HOEHFEE) 1CxT 2 L F = b—3 3 > Q LIRKIHI
Z6%NHT%IChE EIF e, ZTORKR, 2—n ¥ T —WAGE CRESITHES SIS IR
DREATOME) 1T1969FERNORMLT (R2) 19, IHIT, ~Nv -y M7 BGENK

19) 7AUHRE—r v OITICL b2—1 - L —OHRITINZ T, Z ORI B BIFE R EE 04
Y JHIZ & o T, AEHEROBFRIZERFIE Y NG TE 22— - B LU o—TEENZRELF L o
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PEFGEL72BH (19704F6 H22 H) 12121005 KALL EDOTES D EIREFHLHE M 1k Z i,
SFIBH O (19864F) T 7o — B EBRIZ3 2 LIt/ o7220,

Ny 2y NI ABREOREITESIREICHEET D2~ T TI970F2 AKRNG3
ARV TEFREFIC L DM BEAROEEZ R ied Tz, Batto~Xr - vy b I 4k
(FpR4h) OB T, Bk o — A (E. Clayton Gengras, Security Insurance Corp. &
RIFHR) DU+ AV ~NERREEZSAT, BINOIRZEHE T L 0ES Lz, ZoRE
F3HRAICTANAVANEFOPEETOHIESAE L LTEBL, ~v -2 M7
HEA ISR LT, (DRET—E A, (2) FER. Q) MBL (4) fluifik F B ~DZ M1k,
) EEE LT IC oW THEERDTZ, 4H30HOFE2REE T, 19700 7@ L &
NBEDNDIRFITEL TNV D Z E 2B L, o ¥ — A RIXEE x4 2 A& ehic B+
DIEREZEL LT, L L, HEEEIIBREORE HEIER (Railpax IER) [CEEEL 5
ADRIRNE L TR ZRT & L big, BeRNRICBET D IFmRit a2 R,

B2 AYroBEUPZa—I—YI(CE TS FILESERN (FF %)

i1-A¥5—- (A

T BREERNES

(Za—3-2%)

e

L¥alb—yary QLR&A

“

T 1969 910

(HHFT) BIS, 4th Annual Report, Basle, 1970, p. 161.

7= BIS, 41st Annual Report, Basle, 1971, p. 166.

20) Slivinski [2009], p. 8.

21) EIRBUF A~ EEFHEORBIZ OV TIE, BLF A4S, U.S. House, Securities and Exchange Commission
[1972], pp. 170-172. X« £ N T AEGE & ZFOFESHE (X2 - BY T 4E) OEFRIEIZEAREICF
C AT S Tz,
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ZO%, SASH, MEBHEREH A~ RN T+ VREEZHA, kmMBELEN
77 (David C. Bevan) &H > & —R|2k2 THOGHEHIATLHE] 2 FIREM
WOWRA S EF AT, UAAXEEOMMNT, SHI9BE25H, ¥ —2, XT 7|
Fosm U HIERAMEICONWTIRT A MBEREICHFA DS 2R o7, SUTHSBUN L
DIRFEIR R bV Te, FEMERITOT 7 — A b - F ¥ aF - 7 1 87 (First
National City Bank of New York: FNCB) & 7 X B/VERITAY, X - B T AEGEIZ L D
BB ~DORERFEDOBEFE 25 5 SN Di%, kB ORERE H 50005 RV 5] & 4
LHETONTE5ABHDZ L Thotz, v« v b IO EFIBRE S CHFH B Ol
BIRFED LRI HONT DO TR EFT-DOL, 6 A8H., [#YTEBUFING DIET &5%1F, Bk
BRI H— AL NT 7 U EIME LT 2,

1970fE5 H25 0, v - B P I AUREME S X T A MBRE. =27 Y U REEOH
1e'® 7 7 =7 (Peter Flanigan), FRB# R /3X—> X (Arthur F. Burns) & & OREERE T,
5H28 HICREHEAHITRHENSFNCB ThHfES Nz, ZOZHETNT 7 A3, ERAO
AEZEE DI IE & BUFRGEN S BE ~DO M E Z5E L, FNCBB#HHEITE L BN EE &
DRI DT D Z Ll oTc, 6 H5H, FIXI A~y - B FIAAOREIT, KEHA= Y
b EFEREIC, $RED VE RO S FEERREEZ AR TE RN E~OBREEIR A, (7
SOOI R 2S5O EFE LIx T Thd) P, tiaxlz, £B0OH
B KAUT, =27 Y VBUERSY - 22 P T AAORKFICROH LIZ0IX, 20X 7%
KAEEDWHENPRRF RWICHERERE 520N ENWIBERD -T2 &, EBIC
[ERBIBDPIEAR ERBD B, —BITRZEORENE - AR N LTV 5 Z R
W2y BURAMATS L2THUE TR V| BIRBR I 20 TIERN N E VW IBRERAX IS S
RPNT] WL TH-T2,

Q) HBAEPERIC X B REER

ARy b T ABREDOHILRHMA L 7p o T2 DR = T BRE O FEBG A RIS L D 1
FRTNIN B o o7z, [AEHEOETHY EIGERY A A X (James M. Symes) 1£ 1951411 A,
SRATBIFR IR DAE R K& CHEPBGAEMEEEZ T — < ISEL TV D Y, ZOHTHA AR,

22) U.S. House, Securities and Exchange Commission [1972], p. 103.

23) “Federal Backing for Penn Central on Loans Pledged,” New York Times, June 10, 1970, p.1.

24) “Nixon Plans $200 Million Penn Central Loan Guarantee,” Wall Street Journal, June 10, 1970, p. 3.

25) James M. Symes, “Defense and the Railroad Problem,” An Address before the Fifth Annual Conference of Bank
Correspondents at St. Louis, Mo., November 6, 1951, pp.14-18. %A A X%, 1930 1%L HlT A~ 2 _=T §k
EEBEEZTE L CT A Y EHERBRRISRICHRE . BTV VAR TERERRIRR R L T=a—
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ICC 23 [E| Bk DHERIT R AT R A2 BB SIS 2 30 LTV D SHEEI L. RIRFICSREPESE
O TEUFTA 1 S S EEWER TR (socialistic bureaucracy) | (Z[A12>9 Z & ~DE
ERIIL T, RFOBBEGE SO ERIESFITEDER T, <> -2 T LEkGHE
BRI TIE AR o7z, RISKEIX, BEED D PVEE—#I AR AL R L, &3
AREND LT, BHCHBNE, AL FRET AV W ENRET HREEEL EREE &
LTz,

£33 R UM HBEOTEBE LG (19694)

KTogE S E i W4 (Fv) | #lE (%)
General Motors Co. H 85 84,574,000 17.7%
Bethlehem Steel Corp. gk 77,607,000 16.3%
U. S. Steel Corp. & 67,581,000 14.2%
Ford Motor Co. EEDE 46,671,000 9.8%
National Steel Corp. % 32,506,000 6.8%
Chrysler Corp. EEE 31,267,000 6.5%
Jones and Laughlin Steel Co. gk 23,575,000 4.9%
Continental Oil Co. A 22,000,000 4.6%
Armco Inc. 7 14,582,000 3.1%
Allied Chemical Corp. = 14,376,000 3.0%
Union Carbide Corp. i = 14,206,000 3.0%
Republic Steel Corp. &k 13,080,000 2.7%
Peabody Coal Co. AR 12,989,000 2.7%
Wheeling-Pittsburgh Steel Corp. & 12,745,000 2.7%
Pennsylvania Power & Light Co. CAA| 9,808,000 2.1%
=L 477,567,000 100%

() * EAL15% (7 AV WBUFZERL) &R T,
(HFT) U.S. House, Committee on Interstate and Foreign Commerce [1970], p. 756 & ¥ %35 1ERL,

FHRERE G DENFE A BRI ST U 72 1950 A E BG4 ETE  (Public Law 81-774) (X, FFE DY)
BB XUk 2 RAMNOEFEMNB I OEERNICEN T2 2 &, REOFTFEAT T 72
DIZHER VIV AR TEERBEILRT 22 L2 BT (BB25) . MEEAE. HEAE.
TR, WA L OME TEGEEE ) LED, HURHERRIT 2 S AN EIXRMB O
SR X DB O ASHIBARTET 5 Z N TE L EHE L (301 5aH), S

I—7 L hIABEL OB ERY L0, TO%, FELEREMEZ V) X — RS T2, “James M.
Symes,79, Dies; Chairman of the Pennsy,” New York Times, Aug. 5, 1976, p. 34, by Robert Mcg. Thomas Jr.
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DICENEH 3025 T, REIBREICK LT, BBADIEKR, HIF 7 v A%, 73k
W& L O EESEORA - PSR - I 2 S L EAMEOEEIZMIT @G L2 s L
7> 26) .

BABUN O SR ICC T HiEmiE Th < 7, ERENH D 2 Lt o Bk
U LSRR 2D EP AR EICSE TR EMIC, RO XIS TWD, HEaE
EENICR LT, UHAEOMBRIUL, & 0 Lo LUWIEBOHIE BT BN EE 73228
ThdIexBERM LTIz, P2 EE&HEIL. BUINORIER L TIEIARARETH LI L, £L
THAEEPAEEE3 LICE TN TWD V-1 — 2 OFERIZ, BEE OERIC X 2 E I
Sx, HRER e — DY ERIEE T HT-DICFIHRETH S, M OH, ERGRE
MZD XD BRRFEEAT O DI+ ERFEAFIOME— DA TH L Z LITALNTH Y | 3
SHREE O, ERENEE SN L EHMOM, )D& DRIENE D Z & a2 T
ANDEMERL TS ZEIHETRETH D, [N - M T TDREOSKER

WARFRTHY, FERBFMRCHHAEEICEIRL TWD 2 EITFEFELER, N~ -k
b T NVERE DAEREIC KT T 2B OBLIE, EREICE EE6R0WE WS RORHE, 15
BEITIALTINTZ, DBAEIE, BEHICEELKET L0250, WkicBT 2T
FENERET D Z L 2ENICHELN TS X Tr _EEIX, 20Xk T,
) 2RI L7z,

6 H 10 BICAFESNI#HIEAF O « o b T VRGBT, 1950 4 E B A RE I
D&, Ny -y M TABKEICKTT 5 98RITD 5000 5 KA (BBED) BRI TRIE % [F
Biiet (MEEA) PRAEL. ZO% S HICEERME 28 NV ORIRHRGER FEli L, fofé i
275000 )7 Ry (v« B2 b T ASGEIZIRE S72Y) @MERIEZTT 9 1ER % HEH
T2HENIHEDTh o7z, 50005 F/LVOEEZFEIRIEIL, FNCBZREEAN L L, WEE R
FUTA Y =TT ML D ER2E RV OB EEE 2R K 100%RAEST D TV-nm—2 ) &
Kb &l (EEWBIBRIT197010 AR) 2, 72, ZO2{E A2 EERK (V-rn—

26) 723 19514E7 A, EBHAPELE A LR T 2 SUEZEA L L (Public Law 96-131) . H/MMEEDEBA A4 pE~D
B AR T 720, EEARALE (RFC) O H/IME 3 ) 1 @l il 2 ik 3 2 F1/NMEIRS T35 (SDPA) 23 3% i
Shrc [ 20210,

27) ICC DEEINIREN T o 72U ONTIE, i [2022] Z2BREN0,

28) John A. Volpe to David Packard, Deputy Secretary of DoD, June 9, 1970, in U.S. House, Committee on Interstate
and Foreign Commerce [1970], pp. 767-768.

29) “Memorandum for the Secretary of the Navy,” dated June 17, 1970, from the Deputy Secretary of Defense, in U S.
House, Committee on Interstate and Forelgn Commerce [1970], p. 648. 195145 A 10 H & FRedRfrim&ER
BIFHFRBIRE~—FT U OFES I LU, T HUIEE 2 YAt RO (B Ry A= pE i 4 D AL JE%D?YL?L
bysdv-n—r--7runrs7 A@@%T“&)of:o V- —ARGEE, BRI E R B e A JE TE 20
LB BIEOFERAEFICL o TRICEATIH o7, LA L, MO —F UVROBRIL, DLAME
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V) ERIZIE, Z0x—u X T —@EORE LKV IAZN TN,

= o— I — 7 EREFRIT O SN SIERITRE (6H10H) 12X, ~Nv kU b
FINANBITY o X —AD%ESE T —~ > (Paul Gorman) HFE L7=, V-n— 2 48RT2
V=37 AIE, FNCB72 E 108U T3 EE ZE 4 (steering committee) ZHEAL L. 32417
MBINT 5 Z &> T, RFETIL2ME2500 7 RAVORNE & SATABIEL Y95 2 &
(FNCB 7320%. & Ofth 8FRITAEALEIL10%) 3V, BUTOEBEDOET b U 7 AICDONTH
K CTHRBICEL, SROKEBICMBRER—/V - RV —WRE L, EREEEEY
FIFHL, 1971410 A31 H £ COERBIR CRE L RIET 5 & WO BHED B & #H L
723, 2E FMCERE SN V-0 — T30 Y —3 7 AOBMEBUTITIER S 4L, 74847
2722 TN 33

UL, V-r— 2 KW ERE RERIIERGEEREOES (E) ZaEs L, F
13 /%y b~ (Wright Patman, RF5%) ZERRWS TREUTHEEZESOEE TH -
2o 73y b~ FEBAEPEEICED  BERIEICR S B3 Lz, THgUTREZER A Y »
THAEEIZIT, FORARMIICTENTWS, F1ic, BEEEEIISERIC DT H
BB LTV AT ORBEDOEELFIT-ODO LD TIEARL, e LAF/NDOFEAEEN
AEPERENHPERT D 2 & T, EERHAEE=—XUEZ D L EVEREE LTINS Z
o H200, BUELRGEORIEZ WD ECEER 570, BB REITORRICBUF I
O —EALRAHENER & MO L FF o2 THH 2 &, FH3IT, v - ' F Tk
EAERE L CH THEAFB S EEIE T2, EBITBEN bR Z L,

BELASR DAY « FARSCH S HIBR S V2RV R YD | D S B70 5 BRI B TFRINDZ LT, 2wz 8L
ERSNTWDA T VEIET v 7T MafkE L, sibd 252 &) [&® -T2, Martin [1951], pp. 490,
494,

30) AT Y =T AOSIEATIZ2ATE SN DD, HERRITLL T D 108R177217 Téd %, First National City
Bank of New York, First National Bank of Chicago, Irving Trust Co., Chemical Bank, Continental Illinois National
Bank and Trust Co. of Chicago, Manufacturers Hanover Trust Co., First Wisconsin National Bank of Milwaukee,
National Bank of Detroit, United California Bank, Bank of America. U.S. House, Committee on Interstate and
Foreign Commerce [1970], pp. 11, 673, 826, 840. LL T & £, Congressional Record, 91st Cong. 2nd Sess., Vol.
116, Part 19, July 22, 1970, p. 25371.

31) 8$RATIZ FiC CTd o 7=, Manufacturers Hanover Trust Co., Chase Manhattan Bank, Chemical Bank of New
York Trust Co., Chemical Bank of New York Trust Co., Irving Trust Co., First National Bank of Chicago, Morgan
Guaranty Trust Co., Mellon Bank, Continental Illinois National Bank & Trust Co. U.S. House, Committee on
Interstate and Foreign Commerce [1970], p. 648.

32) 6 H10DRFHETIE, 2 Y — 7 AOMBEEIT2E P Tlde <, 2250005 KL Th -7z, US.
House, Securities and Exchange Commission [1972], p .227. 7235, 6 A 17 BfF D V- o — B X @& 5000 77 KV
FRIEREB L O2ME FLVORNE R ELR D 5 13 Bankers Trust Co. 234k 1T T9RIT L 72 > 7=, U.S. House,
Committee on Interstate and Foreign Commerce [1970], Appendix B, p. 677.

33) U.S. House, Committee on Banking and Currency [1972], pp.13-14.
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EDEIA, BEERIL X0 - U I ORER E ZOGEMBEREEZRFL LD &
THLOTHY, WEAFIZE Do TRy - Y T A TIThILTE AR L FhE
OEALEE#T 5] bOTHD EMAUIHLH LIzDTH o723,

HER TR BRE ORI LITERFNTORES RNHH30 T, 6 417 T=a—

— 7 WA TIC L DX - B T ABREICH T D V-1 — URAEREE BT 2
HEINRENTT, V-1 — URFEONE & SR, MERE : 248 RV ORIERE M, T
1970410 A 31 H (197246 K E TR DO AIREMED V) | RIEFEIE 1 100%, ©F) : RERER
FTDOT T4 Db—h (BUES%) ., (RAEEL: v« By h T BEIA (BfE3%) . K
EFEEL 0 05%., iR OEFOEED > LEREZLMBHRMELH D L HErEND b O,
OfEFoTHE, @Xv v AR=Ttk (Fotto Ry a)) OBARRRITKH T 55 K
WHE, Bt « B M T AEDREE 1 5920 5 AA A« 7T« 10— OIRFEHR OB,
L ETho7®, = o—3 — 7B EHITOFMARMEZEO/MMIL., [ 20X ik

DS CHIE S, BUFIZ X 2 BE~OBESEB N SE NV E W I REBEI NS TRW
MAATE 2 X o IZ22UE, BRI S ORI 2 K SE T 2 DI+ R & &4
EERCEH L OICEbNG] ¥ LI bDOTholz, £4lE, =a—IF— 7 HEIRNT ¢
TTNT ¢ TR E LR THA Lo S EICB T, EESMEESEN N v NIV

34) U.S. House, Committee on Banking and Currency [1972], pp. 12-14. 19704F-8 H 15 H 5.7 O [E B A pEVE S F IR

(Public Law 91-379) 1%, 1 [BIORNE{RAEZ 2,000 5 R/AAZHIIRE L, [4SRG R E 2 15 < T2
WERT2Z 28132 (2720, 20X 5 RO E A E S E RO FEERNCAF] 725
Bra G252 LEFMENEI L, ZOFEH % 10 BRCES ICRMT 556 %R<) b L2o7(p. 1),

35) FREMEESMNEEEER R A Y v I —AEKEFR (Harley O. Staggers, FEHW) . 6 10 H OBk CF &
BEPRFFICHGRICEIK 2 2 X0 EA 9 ] iR Tuwiz (“Nixon Plans $200 Million Penn Central Loan
Guarantee,” Wall Street Journal, June 10, 1970, p. 3.), F£7=HRERFIC LT, X I AR=TINORFERD
i Ty - 2 MW OBETS ] EOHLHSEZ Y . RFITHIZDMBERICEZIAENTL
% o 72 (Fred L. Zimmerman and Richard F. Janssen, “Penn Central Rescue Plan is Arousing Ire in House,” Wall
Street Journal, June 12, 1970, p. 2),

36) [EPSRE D73y F1— K (David M. Packard) 1%, /Xy b~ O EIIA LD LB LTWEER, Z0
LK ET B L, MOME, FIREREICH-> TWAEREE T v X — FERBEFOE 2RO T
< DDOTIERWELELL T2, | “APenn Central Director’s View,” Washington Post, June 26, 1970, by
Frank C. Porter, in U.S. Senate, Committee on Commerce [1970], p. 616.

37) BATIE. U.S. House, Committee on Banking and Currency [1972], pp. 16-22.

38) U.S. House, Committee on Banking and Currency [1972], p. 20. ~X> « &£ b T EEIC L - T, FFED
Hitkeatt (HEath) ~2v - B2 b T 040724 Penn Central International, N.V. 23, 19704EICAA &« 7
7 UHES5900 77 Rb, @F)10.1% TR Y LR FRAMEB REITIRIBICHR Y . ~2 - 2 M T4
EDIEAR2800 )7 RIVELRGEL TW iz, ZORRFED 5570007 RAVERE LTWZT A Y 1 O4fkk%E
24t (American Express International Banking Corp. & Union Bank of Los Angeles) 73, 4F, FEMKIECR. W.
Pressprich & Co., UFITEC, Algemene Bank N.V.72 & & #3f L 72, “Pennsy Sees Debt Pact,” New York Times,
Feb. 25, 1971, p. 53.

39) U.S. House, Committee on Banking and Currency [1972], p. 21.
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WCESBEHEAZ YV AN T v 7LD ThH D,

T4 FTESMEEAZEORY - Y FIILIZHT DEES
(197046 H 17 H. 1005 K1)

R SR TS 1EHEDFESAE EifEgs! T 41 A EB e
S A g M —
FNCB 1t 51 847 Eif{/ﬁﬁ d 1969.4.1 1971.1.1 300.0
p a—p F T —
;\o FNCBftt 11 $R17 ([ T 1968.11.14 | 1973.10.31 50.0
. |FNCB # OhigR1T SEAH R % 1965.5.6 1971.1.31 30.0
+
y Manufacturers Hanover & T TR 125
K Cleveland Trust
7 av—x )L
{f; 151 26 $847 RS DNy s 46.5
% 7 v 71EH
v — Lo
LD A ¥1970.62 | 1970.12.16 | 108.3
7t 547.3
. . L 18 FAAESITH
~~ | Ch 1 Bank {119 & o 1970.5.28 | 1972.6.11 50.0
9 emical Bank fthl 9 $R4T DI F
| Chemical Bank & Morgan .
T Guaranty Trust H—Dlnm— 1971.2.1 2.5
A o s AL AT T
PCI | + K[EIST 72 & %%%W 7 59.2
N e
oz 659.0

(F) * =a— 3 — 7 BERBITRE ZOFEICL D, Xvath (RUvax=74) IXr - tr b
Z NVERE D 5E 2R -2, PCI(Penn Central International, N.V.) £ « &2 R T L0240 (K
1ZH),

(HiFT) Federal Reserve Bank of New York, “Summary Report on Application for V-Loan Guarantee on
Connection with Loan to Penn Central Transportation Company,” June 17, 1970, in U.S. House, Committee on
Banking and Currency [1972], pp. 17-18.

3= vl - R—N\—THiGDEH & EFBERHHIE

FRBIZ6 H 18 H, #iJm., v « B M I AEHEITT 2 EHERE O IIAF6E & Il
LCHEMLE, =a—a—7#BoREREIL, =7 YV VBHENLFRBIZNY - B M T L
BOE~OEHEMA L B L= 2 L ~OEETh -9, ZOBA, =7V L EHET -
Ty N T VERERGGE DO 7o ORIERGE & B ERE RAEOFHE Z HE L, 21 BIZRSGE X

40) Mishkin & White [2016], pp. 243-244.
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MEPE % S LTz, SRBESMIIEEEMAD S & TEEEIRZ M L, ICCHHEME L Tx 7z
HIRERIE > AT L~Ofich (EHA) OEEBieZ & Lipolzd, —J, Blatho~Lr -
U NI Rtk MRBREEAE TN T e~y e LTERE LTz,

LZAT, 197047 1 23 B D b FMbi & R EZ B R AES O DI E L7
IRETFRBi#ER /N — XU, ARSI T OEHEME G AL R e, b b N
%@%ﬁﬁm\ﬂﬁﬁoﬁ_®%ﬁT TERWT, IR IENAG LT BRER 22 HERR %
TEAL, &0 FIXERICE DB L OEHEREERTERVIGEICRY | BUFEBEE £
TATE OO ER AR E L CHRESHCESEME 21T 2N TE ) LT
D, SOIZEROH T, BIEMEIREICH DN - By b TR0, BIEBIFICEEOME
ZRDTWDHE ¥ — FHICHEEME LT 528 0 M Efbit, N—r X%, TR Z
AT —=RFA FEBHEWZEMIZ, 20X RHEERDHFET 2 Z LIERLAMET 25729
ThHhHERELTNDHY,

ZO%RA—=XE, NH 14 A0 EREEHEEB SRS T, Xv - v I VEE I
THEBEME 2GS L-BHIC W T, RO K I ICKE Lz, THIERFRITASS - &
> N T IVICEE 21T 9 TTRENED & D HATIEOME— D ZRIE L, B HERIES 135G EHTH
Do ZOFRHEIT, HESN [RENPOSBEORN] IZBWT, A7 & b5 ADHFES A
YN—DEREIZ L o T, EITERHHATREAN, S— vy T REICH L THDHE

EHEMEEZITOMREEZ DD THD], LinL, N—r XL [ B8 EORIRRE
HOBRICET I REZEL, v - BV M7 LVOBTEOMBRN., =—X, Ri# L
B2 AFrIBEZRIE WA H BT Lok R, PR T, MR ER 13 4 3) ATl

THFTERRIT RN - B T ABRE~OEAMEELTF T2 2 L IT#bTidian e

WMJﬂ@ PNV NI T, THUETIRE AR ZRF T 5720, &2 WOITEHESR OB
FOFNRET DO SN D RNE TIER V., L L, EIYERRITIC X D EEmE
TIE722 < OB BUFOSHE T TR — 2 % %ﬁWﬁ%&TéJ:&ﬁiﬁTéL\
(R« B M IVDr—ATIIERDRELENSD ] LR TWNEH,

41) ZELM72v | FHiE [2022] 2BRENTZW,

42) Arthur F. Burns, Statement to Congress, July 23, 1970, in U.S. Joint Economic Committee [1970], p. 586. Z ™ s
EHERE T 4V — 6580, IRO L IZEL WD, TayF— RIZoW Tk, BRI
Lighotz, T STV, EHERHIEOESZM S &) BIENZRBEII R o7 LR
waéoﬁﬁméﬂtufﬁﬁ\ﬂT*nt&Eoom/ U b IADEE. T A Y BBUFIE1950
EEPEFEEZRILC, X2 - B R IANEFEWEERELTND LW BAT, REE THET S
b0 o, EREILZ0EEE HE EIX o721, Volcker [2008], p. 158.

43) U.S. Senate, Committee on Commerce [1970], p. 773.

44) U.S. Senate, Committee on Commerce [1970], p. 773. HIEUFIZ X 5 2% 5000 )7 KLV ORVERFEE 51T 7=
By X— NEOBRE, ZafEaE ) Takoflgg) 348 L sk (7)112008,197 H),
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Ny DT VBRERIF R OMIENT, TSI B DS AT A OEFRIT KL
HIDE/RVEREG I EREI Lz, av—Tv vy - X="—liGofilThb s, K3iL,
KAMERTD 1927 FED 5 7 v — MlBITHR D 1975 FE TOa~v— v )b« ~—s3— L RIT
5% FIEOFRITHREOWERB 2R L TS, ERERHIEORRRICHIZ> T, @l A7 O
FREAKRFE TIER L, A XV 2AROEEFROEB TG E T 2EH AT 4%
T 2 <, ERER AT IS T Z TR OEIG] - BEAZEE L7z, Loy L 1930458
AT, FRICE 2RI AR KRR, 7 AU BEFDa~v—3 %L« X= =G5 %
FaRE < ERISZHBBIIEER L, 1970 FROFEITIREIIZME FMIZELL, TOER
[ZiE. GER 7 #+— R FERMBHED ST/ ENSATRE K0 224l 70 & 4 F B
ELTERLIZZE (£3), E-mEE* EOEREENGREGOER L Lz

K3 av—>¥)l s R=N\—BIUVRITEIZ FILFRORTES
(AT : 1005 RL)

100,000
10,000
1,000
100
........... |IT51% FAFIE
T b s RN —
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B T L L L L T L L . T T T T T B e e ]

() 19754FIZ10 HR, 2o 12 ARDOT — 4,
(H4FT) U.S. Board of Governors of the Federal Reserve System, Federal Reserve Bulletin, passim & V) %535 1ER%,
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LiZhH o=,

£5 A= %) - R—=N\—%RTTHETEEMFESE (1961F9A)
BT @ 1,000 RV

SRt Gttt ZER) ¥ N JIEASE %
Allis Chalmers Credit Corporation (P& EH##) 122,844 24
Appliance Buyers Credit Corporation (5 & #LEIK7E) 31,265 63
B-W Acceptance Corporation ( H BIELE ) 104,889 30
Caterpillar Credit Corporation (&E&% « S LIAHR) - -
Clark Equipment Credit Company (PEZ - HE%AERK) 73,458 40
John Deere Credit Company (23 - a5k HEK) 102,358 32
Ford Motor Credit Company (H #)Ht) 1,051,200 2
General Electric Credit Corporation (F7] - E5#as) 465,480 10
General Motors Acceptance Corporation (F B)H) 1,763,003 1
International Harvester Credit Corporation (= E444K) 239,216 13
Montgomery Ward Credit Corporation (¥#84/1N5¢) 216,624 15
Motorola Finance Corporation (i {Z##s) - -
Philco Finance Corporation (#84-5¢%) - -
RCA Credit Corporation (FEX ST - -
Redisco, Incorporated (?) - -
Sears Roebuck Acceptance Corporation (85 /1N7E) 494,673 8
Westinghouse Credit Corporation (7 77) 163,477 19
Yellow Manufacturing Acceptance Corp. ([HEHEL) #** - -

GE) * 192FROT—4, ** 192FKDBMEtEOERGFAC L HNANL, **+* Bl Yellow Truck &
Coach Manufacturing Co. [X 1926 FFIZGM k7 > 7« a2 —F FFTIZRIL,

(HFT) 4fh+£41%, Selden ed. [1963], Table 11, p. 37 ; A4 & Z DJENALIL, U.S. House, Banking and
Currency Committee [1973], Table 32, pp. 126-127 X U 25 1ERL,

Ny v FIABREDS E2. BIHIEEREI (ICC) 0K AEB T, I— L R v -ty
JAET 4—F—IC LT, BEfiOa~s—Ty/b - X—_—%FT L7, L TEEERC

T, 830 KD a~w— vl R=_— A2 2 Tz (BiBFR4BMR), T O/,
EEERFE U726 A 21 B LA 2 2 2 [AEHERITOa~—T v /L« X—3—(X, 7A
1B F AR TIES . A59,795,000 R/LIZE L=, 6 A 23 HBRfEOEFRAB diy %

45) 1969 FERD A~ — /b « X—= X—=FTH L, SRl 652%., HERIEIE21.5%., RITEESH
13.3%, T~ —3 % /b« N S~ REHIL, FEEAEEET4%, BT 15.5%, EmRR - Eatt
11.1% CTd >7=, Schadrack & Breimyer [1970], Table I & II, pp. 282-283. £ 7= AfaiE46 b I =\,

46) U.S. Senate, Committee on Commerce [1970], p. 96.

17



FERREBiEL] 175 202441 4)

B&(FOMC) TIE, Ry - vy I ASENR6 A2 HICHH O a~w— p b« R—3—
170 7 RNVEMERTE Aoz Z SICEE L T, RO K5 2 n e Sivtz, itz 55T
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EEPEFRE - IO\ T, INERERAIT AL 5 @A) o LIRSS 2 —Fefs k] §2 2L 2REKRL
7oo ZLTHETH21HOFOMC TliE, ZOfifaR V-7 Z LGSz, T7bb,
[y e By N TIVOREFEICEE D a~—3 b« SRX— =N S O KRB AT 7 M,
Kifi FTIEZ L ORMFED RN LI L S, RALRMENETEHK>TNDLHDD ], HF
YA EE 1R D3> D AT UKL LT, 1R, A OREEMECDICH T 5 L F 2 L—
T a Qo LIRHISI A RICHBE L= Z & F2l, RERGAIZITFGIROBHAHTE
D EVIRUEE MBI TICE 2722 &, 2 U TRBIC, ABTSHEEIC X 0 il 72 46
MG OREEMEFF L2 Z L THDH Y,

Va2 T I F TR e —Tr— - 8T A DO FHREIGER N> (Paul J. Hanna)
AR, DL E B EE G OBOR HEHI IS & TEATIREIC )G L, 204E KVLL
FoFTREREEERRT ARE T 0 ST LB BIF), 2R 0BEEIE, LFO
HETRHA Sz, QBMOFITRIEN: (—HIThF &L a—a vy ROFTRED LD T,
FUTHE Y ANTZEEOBIED 2 2 MIIESWELETIEH) . @BIE O RFNEIREZR O
wH, QRSN avw—Tx b - XR=R—FEAL, BEOREOTHEIR—1T5
B2 B0 AT o724, FRBEFET U ~—ix, [Zhd, Y ATIv 7 - U AT ERN
kD5 E VI BRERDOHEHOREYIOWEA CTh o7z, $ITODIZY 2T 2B EZ T 5D T
372K, MHODIZY A7 2L, TlHEsREIE) 72, CEBEL TS0, 0%
SARE 2RI L LIz, 7 T4 AT —toO4&m -1 (Chrysler Financial Corp.)
Law—T s Z LYy b s AuR=—D24TH o725,

47) Federal Open Market Committee, Memorandum of Discussion, June 23, 1970, p. 50 and Attachment A.

48) Federal Open Market Committee, Memorandum of Discussion, July 21, 1970, pp. 17-18.

49) Charles N. Stabler, “Banks Mounted $2 Billion Rescue Mission Aid Firms in Penn Central Crisis,” Wall Street
Journal, October 14, 1970, p. 29; “City Bank to Cut Eurodollar Debt,” New York Times, Oct. 14, 1970, p. 65, by H.
Erich Heinemann.

50) Brimmer [2007], p. 200. [/3—> Xig 1L, BI5|E 0%, HEMEAHAG LT 28 B2 TBY, NET
HIUE [SAZ V=] @EEPIRINICEREIT) EWIFRBO A v b AV M, 8737 = A Lt —T
& B2 L7 (Calomiris [1993], p. 19),

51) Us/V b« T4 RA=—TFaXrrarid, Xv-vY NIABRERITOI~Y—T ¥/« ~X—r3— 145
T RVERFELTWDA, ZNEEHL TRBIETRNTIST RAVOBEKERDARENRH 5 a2 bhvk,
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BHEBELLN, 2T ADS0N, HDHNEENLL EOBLFEN W, YHE, =
T b s R R E BT HIE, W, FITORNy 2T v TIRMETH o], T
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The Western Liberalism and the Israeli War in Gaza

By TETSUYA SAHARA

The Western support of the Israeli war in Gaza has brought about dispute over the
political hypocrisy of the leaders. The marked difference between their attitude to the
Russian atrocities in Ukraine and those to the Israeli in Gaza may undermine the rule of
law in the international affairs. Moreover, the antiwar activities of the Jewish citizen
have raised question over the validity of the equation of the Antizionism with the
Antisemitism. The Western approval of the Israeli massacre of the Palestine citizen as
“collateral damage” even hint their racist preoccupations. To sum up, the Israeli war has
jeopardized the liberal principles of democracy and human rights as a whole.
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The Israeli War on Gaza from a
Comparative Genocide Studies
Perspective

By TETSUYA SAHARA*

The Israeli war on Gaza has resulted in very heavy civilian casualties. Some
people have called the war “horrific,” the “deadliest,” or a “humanitarian
catastrophe-tsunami.” Others claim that it is a genocide. In order to grasp the
extent of the war’s brutality, this article compared it with three cases that are
recognized as genocides either by international institutions or Western authorities:
the Herero and Nama massacre (1904-5), the Armenian deportation (1915-6),
and the fall of Srebrenica (1995). The analysis found many common aspects
among the four cases. The scale of violence of the recent Israeli war has already
exceeded the initial stages of ethnic cleansing in Bosnia and is becoming an
immense ethnic cleansing comparable with the Armenian case. In light of the
bellicose discriminatory discourses of the Israeli leaders, systematic destruction
of civilian targets, forced starvation, and rapidly deteriorating hygiene conditions
in Gaza, there are ample grounds to believe that the war on Gaza will develop
into a full-fledged genocide if unchecked.

The Israeli military campaign against the Gaza Strip, following the October 7 attacks, has
claimed (at the time of writing of this article) more than 26,000 Palestinian lives, mostly
women and children. Experts have described the campaign in the following terms:
“horrific” (AA 2023b), “outpacing any other conflicts” (Axios 2023), “unparalleled and
unprecedented” (UN 2023d), “the most destructive” (CBC 2023), the “deadliest in the 21st
century” (WP 2023), and “a perfect kind of humanitarian catastrophe-tsunami” (FT 2023).
Some Muslim and Latin American leaders have even called it a “genocide.”! Probably one
of the harshest denouncers is Turkish President Recep Tayyip Erdogan, who has not only
repeatedly used the G-word but even described Israeli Premier Benyamin Netanyahu as no
less evil than Adolf Hitler (AA 2023d). The frequent use of the G-word, however, does not
seem effective to deter the Israelis from acting more brutally against the Gazans.

There is another concern: The political instrumentalization of the word “genocide” risks

* Professor, School of Political Science and Economics, Meiji University

I Tranian President Ebrahim Raisi accused the campaign as being “genocide” against Palestinians (Reuters
2023). Former Malaysian Prime Minister, Mahathir Mohamad, posted on X on December 5, 2023: “What we are
seeing is an attempt by the Israelis to commit genocide on the Palestinians.” Ramzan Kadyrov, President of
Chechnya, commented that “What is happening in the Gaza Strip is clear evidence of the genocide of Palestinian
Muslims” (Caucasus Watch 2023). Venezuelan President Nicolas Maduro called on the world to “react and say
no to the genocide against the people of Gaza.” Cuban President Miguel Diaz Canel accused the “Zionist
barbarism” for “the genocide that is being perpetrated against the Palestinians.” Brazilian President Luiz Inacio
Lula da Silva referred to “a genocide that led to the killing of [thousands of] children who had nothing to do with
this war.” The Minister of the Presidency, Maria Nela Prada of Bolivia, condemned the Isracli campaign of
“genocide unfolding inside the Gaza Strip” (Cradle 2023).
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the banalization of the term and makes obsolete the notion as the crime of crimes. In
exchange for Erdogan’s slander, for example, Netanyahu replied that “Erdogan, who is
committing genocide against the Kurds, is the last person who can preach morality to us”
(GI 2023k). For Netanyahu, it is Hamas who are committing a genocide, and “Hamas are
the new Nazis” (TI 2023a). Therefore, Netanyahu asserted that the Israeli military is “the
most moral army in the world,” fighting to eliminate “the most abhorrent and brutal
terrorist organization in the world” (GI 2023k). Some Western leaders echoed his views.
For instance, Ursula von der Leyen, head of the European Committee, described the
October 7 attacks as “the most heinous assault against Jews since the Holocaust” (European
Commission 2023). John Kirby, US National Security Council spokesperson, when asked
by a journalist about his response to those who called the US President “Genocide Joe,”
remarked that “What Hamas wants is genocide ... Israel is trying to defend itself against a
genocidal terrorist threat ... If we are going to start using that word [genocide], fine, let’s
use it appropriately” (JP 2023). The proposal for an appropriate use of the term sounds
nice, but one may wonder if Kirby’s and Netanyahu’s use of the word is appropriate?

I. What is a genocide?

According to the International Criminal Court (ICC), a genocide is a crime committed with
the specific intent to destroy in whole or in part a “national, ethnic, racial or religious
group” by killing its members or by “causing serious bodily or mental harm to members of
the group; deliberately inflicting on the group conditions of life calculated to bring about
its physical destruction in whole or in part; imposing measures intended to prevent births
within the group; or forcibly transferring children of the group to another group” (ICC).
The definition is rather vague; therefore, it is necessary to establish eligible criteria based
on concrete examples. Since it started in 2002, however, ICC has filed only one person for
genocide, Omar Bashir, former Sudanese President, and the case remains in the pre-trial
stage. The other cases judged as genocides by international judicial organizations are those
concerning the massacre in Rwanda in 1994 and the civil war in Bosnia-Herzegovina in
1992-5. Thus, to date, we have very few examples of genocide confirmed as such by
international law courts. Looking back in history, however, there are many cases that are
believed to be applicable to the ICC rulings. The widest accepted case is the Holocaust—
the Nazi persecution of European Jews before and during WWIIL. The 1930s—40s saw
several other atrocities on a genocidal scale, such as “Holodomor” (1932-3), the Rape of
Nanking (1937), the Serb massacre by the Independent State of Croatia (1941-5), the
“Devil’s satiety” of the Japanese 731 unit (1940-5), and the mass deportation of the
Crimean Tatars, the Chechens, and the Ingush by the Stalin regime (1944-8). Later, the
Khmer Rouge atrocities in Cambodia (1975-9), the elimination of the East Timorese
(1974-99) and the Guatemalan Mayans (1962-96), and the Sabra and Shatila massacre of
the Palestinian refugees (1982) are often classified as genocides.

Just mentioning a handful of cases, we can notice that these incidents are grossly
dissimilar, taking place in different socio-political contexts, with a variety of scale and
quite diverse methods of atrocities. This testifies that every genocide is unique in essence.
Yet those diversities may perplex the people who are looking for a simple answer or a
certain reference point. However, of what use is a reference point for genocide and for
gauging the degree of genocidalness of respective cases? Does it make sense to say that
one case is more genocidal than the other? Or is it morally acceptable to say that “It’s
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acceptable, because this case is less genocidal than that”? Of course not. Instead, it is our
moral duty to condemn and prevent any atrocity against anyone. Having said that, however,
the discussion does not exclude any attempts for comparison. Quite the contrary. Indeed,
one cannot grasp the nature of what is taking place in front of his/her eyes, without taking
into consideration similar incidents from the past. The importance of comparative genocide
studies lies in this context. The comparison of past genocidal incidents enriches our
knowledge of human atrocities and helps us find the way to prevent them from recurring.

What will be the starting point? Before starting our discussion, it is prudent to define the
notion of comparison. A comparison is an act of taking up different things to find
similarities and dissimilarities among them. This is quite different thing from an equation
which considers one thing to be the same as another. To compare a past genocide with
another does not mean equating them. Unfortunately, there is a dominant trend for this type
of confusion in a wide circle of intellectual societies. The ungrounded reproach against
Masha Gessen for her essay on the Holocaust is one of the latest examples of the confusion.
Gessen, a well-known Russian-American journalist of Jewish origin, who had been
awarded the German Hannah Arendt Award for Political Thought, was treated with
displeasure by the two sponsors of the prize, the Heinrich Boll Foundation and the City of
Bremen, because she compared the Warsaw Ghetto with the Israeli policy concerning the
Gaza Strip (Gessen 2023). Tarik Cyril Amar criticizes the “extremely aggressive lobbies in
the West” who set the rules that “comparing the Holocaust with anything is absolutely
verboten” (RT 2023). His alarm is especially pertinent, as we are witnessing such people as
Erdogan preaching about what democracy is, based on the assumption that the West has
given Netanyahu a free hand in Gaza, because “The slightest criticism [of Israel] is
suppressed by attaching [to it] the label of antisemitism, and is considered a crime” (AA
2023d).

Apart from such emotional reactions, there are at least two reasons that make it better to
avoid a comparison with the Holocaust. First, the Nazi policy of exterminating European
Jews was a very complex phenomenon that had several different phases and dimensions. In
a way, one can say it was a set of genocidal incidents, albeit committed by a single body
politic. Second, the Holocaust was exceptionally immense and dwarfs all the other
atrocities ever committed in human history. It was the genocide of genocides. This very
fact, however, makes it unsuitable to be a “model case,” with the attendant risk of saying
that no other incidents are genocide because they are less atrocious than the Holocaust. To
properly access the Israeli campaign in Gaza, it is necessary to find other reference points.
To this end, the author takes up the following three cases: the German colonial massacre of
the Herero and Namaqua people in Namibia (1904-5), the Armenian deportation by the
Ottoman government during WWI, and the Serb atrocities against Bosnian Muslims in the
1990s. There are many other (possibly more suitable) cases for comparison, but the author
picks up the three on the basis that they are relatively well-documented studies and widely,
if not unanimously, accepted as cases of genocide.

Before entering into a close comparison among the four cases, it may be useful to survey
the general course of events of the respective cases and to highlight the essence of their
brutalities.
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II. Israeli military operations in Gaza

The Gaza Strip was a part of the Ottoman administrative unit, the Kudiis Sancagi
(Jerusalem district) or Filistin (Palestine). During the Ottoman rule, Muslim Arabs and
Christian Arabs comprised the overwhelming majority (more than 90% at the beginning of
the 20" century). After WWI, Palestine became a British mandate of the League of Nations,
and many European Jews immigrated to Palestine. Their share increased from 12% in 1922
to 31% in 1947 (Hagopian & Zahlan 1974). In the wake of WWII, the United Nations
proposed the partition of Palestine into Jewish and Arab states. As Arab countries rejected
the plan, the first Arab—Israeli war broke out in 1948. The victorious Israel annexed 77% of
the territory, and more than 700,000 Palestinians were forced to flee their homes. Many of
them took shelter in Gaza. After the 1967 war, Israel took possession of the Strip and put
the Palestinians under its occupational regime. As a result, the Gazans were to endure
constant oppression, economic exploitation, and confinement. In 1987, Gaza Palestinians
started the First Intifada. The protest continued until the early 1990s and eventually gave
rise to the Oslo Accords, which were signed in 1993 (King 2007). However, as Israel did
not fulfill its promise of the two-state solution, the Second Intifada broke out in 2000.
Weary of the strenuous mass resistance, Israel unilaterally announced the withdrawal of its
military and settlers, leaving Gaza for the Palestine Authorities in 2005. The next year,
Hamas won the elections and subsequently took control of Gaza. In response, Israel
introduced a heavy blockade. During the long siege, restrictions were tightened on the
movement of people and goods, making life unbearable—families were separated, medical
and educational services were degraded, the economy slumped, and poverty and
unemployment were perpetuated (Vox 2023). The UN chief, Antonio Guterres, pointed out
that “The Palestinian people have been subjected to 56 years of suffocating occupation.
They have seen their land steadily devoured by settlements and plagued by violence; their
economy stifled; their people displaced and their homes demolished” (UN 2023g).
Additionally, Israeli troops killed more than 3,000 Palestinian civilians in the four
consecutive invasions (2008-09, 2012, 2014, and 2021). According to Human Rights
Watch, the Israeli occupation of Gaza was characterized by unlawful killings, forced
displacement, abusive detention, unjustified confinement, and other discriminatory
policies—major violations of international human rights and humanitarian law (IHRW
2016). Amnesty International has described these situations as “apartheid” (Al 2022). It is
prudent to say that the Israeli policies mentioned are the background to the October 7
incidents.

Let us take a brief look at the Israeli military operations in Gaza that have started since
October 7, 2023. At 6:30 a.m. local time, Palestinian militants launched massive attacks
against the border posts manned by the Israeli Defense Force (IDF). After neutralizing
military bases, the Palestinian militants infiltrated Israel, killing 375 IDF soldiers and 764
civilians, and took some 248 persons hostage. Although the main force was the al-Qassam
Brigades, a military wing of Hamas, the raid was in fact a joint operation of six different
groups, including Communist DFLP (Flashpoint 2023). Israeli Prime Minister Netanyahu
tweeted a state of war, and his government formally declared war against Hamas the next
day, mobilizing 300,000 reservists with the aim to “eliminate Hamas.” As part of their
tactics, Israel started a siege against Gaza. On October 9, Israeli Defense Minister Yoav
Gallant announced a total blockade of the Strip, and Israeli authorities began cutting
electricity and stopping the entry of food and fuel. As a result, the sole power plant in Gaza
stopped its operations on October 11. The Israeli government reiterated that Gaza would
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not receive water, fuel, or electricity so long as the hostages were not freed. On October 15,
the United Nations Relief and Works Agency (UNRWA) announced that drinking water
was running out in Gaza. UN Secretary-General Antonio Guterres, who visited the Rafah
Crossing on October 20, stated that “Two million people are suffering enormously, have no
water, no food, no medicine, no fuel, under fire, that needs everything to survive” (UN
2023b). Subsequently, human aid was allowed to enter Gaza, but the amount was far from
adequate. On December 7, a UN representative declared its aid program no longer
functioning (UN OCHA 2023c¢), and civic order began to “break down” (Guardian 2023).
As a result, many Gazans began to starve. According to a UN report on December 21, over
570,000 people were starving (France 24 2023). The UN aid chief warned of a serious risk
of starvation and famine, saying that “Half the people in northern Gaza and more than one
third of displaced people in the south are simply starving” (UN 2023f). Furthermore, the
abrupt breakout of a large number of refugees seriously deteriorated the sanitary conditions
in the Strip. The UN rights chief Volker Tiirk remarked on December 28 that “The lack of
food and basic essentials as well as poor hygiene are making the already dire living
conditions of displaced people even worse and fueling disease.” Indeed, as the Israelis had
inflicted serious damage on hospitals, medical service was unavailable for most Gazans.
The UN emergency relief coordinator Martin Griffiths warned that “Gaza is a public health
disaster in the making” (UN 2023h).

In the meantime, the Israelis intesified military operation. The Israeli Air Force (IAF) has
been conducting massive air strikes over Gaza since October 7, destroying a large number
of residential buildings, including schools, universities, and refugee camps. More than 70%
of Gazan homes had been destroyed by the end of 2023 (Aljazeera 2023d). The oldest
church (the Greek Orthodox St. Prophyrius Church) and mosque (the Great Omari Mosque)
in Gaza were reduced to rubble. The bombing resulted in a massive amount of civilian
victims. In early December, the UN aid chief described the civilian casualties of IDF
operations thus: “More than 17,000 Palestinians have reportedly been killed since the start
of Israel’s military operations, including over 4,000 women and 7,000 children. Tens of
thousands are reported to have been injured, and many are missing, presumably under the
rubble” (UN 2023f). To make things worse, the IDF targeted many shelters for the
displaced people. By December 5, 2023, at least 222 IDPs sheltering in UNRWA camps
had been killed (UN OCHA 2023Db). These acts have been condemned as intentional killing
of civilians. For instance, Human Rights Watch denounced IAF for having used white
phosphorus against civilian targets (HRW 2023). Amnesty International claimed to have
enough documentation attesting to the IDF’s intentional massacre of civilians (Al 2023).
Even US President Joe Biden conceded that Israel had been carrying out “indiscriminate
bombing” (AP 2023). Also, an IDF official, after killing 68 people in the Maghazi camp,
admitted that the type of munition did not match the nature of the attack, causing extensive
collateral damage that could have been avoided (TI 2023g).

The IDF started a large-scale ground operation on October 28. As the troops advanced
into dense, urban neighborhoods, the civilian casualties rose rapidly. The IDF had divided
the Strip into two by November 5 and encircled its northern half with a total
communications outage (Aljazeera 2023b). Pressured by the US and international appeals
for a brief pause to get aid to desperate civilians, Israel accepted a temporary ceasefire. The
IDF withdrew from Gaza City without achieving any of its initial objectives on November
24. During this short interlude, the humanitarian situation in Gaza did not improve at all.
The second ground operation started on December 1. The IDF announced that it would
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expand ground operations into all of Gaza, including the southern enclaves that had
previously been designated as “safe zones.” During the land operation, Israeli soldiers
committed a variety of atrocities, including storming several hospitals, arresting many
medical staff, and randomly shooting at and killing many civilians, who were apparently
noncombatants. For example, a sniper massacred a Christian mother and daughter
sheltering at the Holy Family Catholic Church (TI 2023h). The IDF even executed three of
their own soldiers who had taken hostages. The hostages somehow escaped and were
approaching for help, half naked and with a white flag, on December 15. Two were killed
on the spot, and the third took shelter in a nearby building. A soldier chased this third man
and shot him dead (TI 20231). The IDF said that this was a mistake, but the suspicion of
willful killing increased when the IDF disclosed that 18 troops were dead due to “mistaken
identification” (TI 2024b). There are also suspicions of random roundups of civilians and
hostage-taking. For instance, the IDF announced that they had taken captive more than
1,000 “Hamas members” on December 17. Their allegation was rebutted by Euro-Med
Monitor, who accused the Israeli army of severe human rights abuse against the detained
Palestinian civilians (EMHRM 2023). Despite these accusations, the IDF expanded its
scope of operation, making the daily death toll well exceed the level of 250 deaths toward
the end of 2023.

The Israeli operation has also brought about large-scale displacement. On October 13, the
IDF warned Palestinians to leave northern Gaza within 24 hours on the pretext that the area
would be a battlefield. By October 20, about 1.4 million people had been internally
displaced, and more than 544,000 had taken shelter in a total of 147 UNRWA improvised
facilities (UN OCHA 2023a). As the second land operation started, the number of IDPs
grew. On December 3, the UN human rights chief said the following: “As a result of
Israel’s conduct of hostilities and its orders for people to leave the north and parts of the
south, hundreds of thousands are being confined into ever smaller areas in southern Gaza
without proper sanitation, access to sufficient food, water and health supplies, even as
bombs rain down around them. There is no safe place in Gaza” (UN 2023¢). UNRWA
confirmed that 85% of the population had been displaced by December 8.

Many experts have expressed their deep concern that these atrocities by the Israeli army
amount to war crimes. As for the siege and blockade of the Strip, the UN human rights
chief expressed “grave concerns around willful killing of civilians, firing of indiscriminate
rockets, indiscriminate attacks using explosive weapons with wide-area effects in populated
areas, forms of collective punishment, obstruction of humanitarian aid, and — all forbidden
under international law” (UN 2023e). Oxfam’s Regional Middle East Director accused
Israel of using starvation as a weapon of war (Oxfam 2023). As for the massive
displacement, Antonio Guterres mentioned that people in Gaza were “being told to move
like human pinballs — ricocheting between ever-smaller slivers of the south, without any of
the basics for survival” and denounced the increasing pressure for mass displacement
across the border into Egypt (UN 2023f). Egyptian authorities shared the same concern and
warned Israel not to push Palestinians into its territory. The Palestine Permanent Observer
described these pressures as ethnic cleansing. He even claimed that “wholesale slaughter of
innocent civilians, destruction of life-sustaining infrastructure, intentional starvation, and
displacement of Palestinians from their land with no prospect of returning” attested to
“Israel’s overt intention to destroy the Palestinian people” (UN 2023c). South Africa, for
its part, filed a case at the International Court of Justice (ICJ) on December 29, 2023,
accusing Israel of committing an act of genocide (ICJ 2023). Subsequently, the ICJ’s
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preliminary ruling confirmed that “the right of the Palestinians in Gaza to be protected
from acts of genocide [of Israel]” is “plausible” (ICJ 2024:19).

Discourses of Israeli Leadership

Since the hostilities broke out, the Israeli leadership has made clear their war aims: “The
first goal is the elimination of Hamas. The second goal is returning all of our hostages. The
third goal is to ensure that after Hamas is eliminated, the Gaza Strip does not go back to
being a threat to the State of Israel, to any part of the State of Israel” (GI 20231). However,
they insist that these aims are necessary for national security and are therefore defensive
measures. They repeatedly underscored the defensive nature of their military operations.
Netanyahu took the October 7 attacks not only as a provocation but also as an undeclared
war by Hamas, saying that “Hamas invaded Israeli territory and murdered innocent
citizens, including children and the elderly. Hamas has started a brutal and evil war.” For
him, the military actions of the IDF were not reprisals but self-defense: “We defend the
right of Israel existing, of defending itself [and its] security for its people” (GI 2023¢). For
Netanyahu, the grand operation was a part of the defensive measures, “our second war of
independence” (GI 2023f), and “They [the IDF soldiers] are defending our home” (GI
2023h).

The Israeli leadership, however, has articulated that their “defensive” measures have no
limit. On October 7, Netanyahu made it clear that he would destroy the Gaza Strip and
ordered its entire population to “evacuate.” He also said that “All of the places which
Hamas is deployed, hiding and operating in, that wicked city, we will turn them into rubble.
I say to the residents of Gaza: Leave now because we will operate forcefully everywhere”
(GI 2023a). Two days later, Yoav Gallant announced, “We are fighting human animals and
we are acting accordingly” (TI 2023d ), and the next day, he reiterated that “Gaza will
never return to what it was” (TI 2023b). The same day, Ghassan Alian, the head of
Coordination of Government Activities in the Territories (COGAT), uploaded a video
statement in which he said as follows: “The residents of Gaza are celebrating [Hamas].
Human animals must be treated as such [...] You wanted hell, you will get hell” (TI 2023¢).
Those remarks suggest that the Israeli leadership had conceived the idea to impose
inhumane conditions for the entire population in Gaza. If so, this can amount to a collective
punishment, prohibited by Article 33 of the Fourth Geneva Convention and Article 4 of the
Additional Protocol II. This suspicion grew when Israeli President Isaac Herzog made it
clear that Israel was not distinguishing between militants and civilians in Gaza by saying,
“It’s an entire nation out there that is responsible. It’s not true: this rhetoric about civilians
not aware not involved. It’s absolutely not true.” (ITV 2023). Israeli Heritage Minister
Amichai Eliyahu echoed Herzog by saying, “There is no such thing as uninvolved civilians
in Gaza” (TI 2023e¢).

Subsequently, Netanyahu changed his tone slightly and called civilians “to go south to
safe zones” (GI 2023c). However, when the IDF started bombing southern Gaza in
December, the “safe zone” effectively disappeared. This action suggests that the Israeli
leadership intends to eliminate all of the Palestinians from Gaza. There are many remarks
that support this assumption. For instance, on November 5, Eliyahu was reported as saying
that “They [the Palestinians] can go to Ireland or deserts, [but] the monsters in Gaza should
find a solution by themselves” (T 2023¢). Two Knesset members, Danny Danon, former
Israeli ambassador to the United Nations, and Ram Ben-Barak, former deputy director of
the intelligence agency Mossad, published an article in The Wall Street Journal on

57



TETSUYA SAHARA

November 13, 2023 in which they called for “countries around the world to accept limited
numbers of Gazan families who have expressed a desire to relocate” (WSJ 2023). The next
day, Israeli Finance Minister Bezalel Smotrich posted on Facebook, “I welcome the
initiative of members of Knesset Ram Ben-Barak and Danny Danon on the voluntary
immigration of Gaza Arabs to the countries of the world. This is the right humanitarian
solution for the residents of Gaza and the entire region” (Aljazeera 2023c). Likud
Intelligence Minister Gila Gamliel supported the plan by saying that “The international
community should promote the voluntary resettlement of Palestinians in Gaza, for
humanitarian reasons” (TI 2023f). Subsequently, the “voluntary resettlement” of the
Palestinians has become a key agenda of the Netanyahu government. The Israeli prime
minister discussed the “voluntary migration” during a Likud party meeting on December
25, 2023 and was reported as saying, “Our problem is the countries that are willing to
absorb [the Palestinians], and we are working on it” (Aljazeera 2023a). The National
Security Minister Itamar Ben Gvir and Finance Minister Smotrich proposed the deportation
of Palestinians as a prerequisite for securing stability during the respective party faction
meetings on January 1, 2024. Gvir told members of his far-right Otzma Yehudit party that
the war had presented an “opportunity to concentrate on encouraging the migration of the
residents of Gaza” and called such a policy “a correct, just, moral and humane solution.”
Smotrich, on his part, told members of his Religious Zionism party that the “correct
solution” to the conflict was “to encourage the voluntary migration of Gaza’s residents to
countries that will agree to take in the refugees” (T1 2024a). On January 3, 2024, The Times
of Israel reported that the government had secretly contacted Congolese authorities to this
end (TI 2024c¢). In light of the ongoing Israeli wanton destruction of civilian targets, there
are ample grounds to believe that the Israeli authorities are mulling over ethnic cleansing
of Gazans.

No matter whether the IDF operations are a part of an Israeli plan for ethnic cleansing or
not, it is undeniable that there has been an immense number of Palestine civilian casualties.
However, Netanyahu rebuffs Israeli responsibility and puts the blame on Hamas by saying,
“This will be a different kind of war ... Every day, they [Hamas] perpetrate a double war
crime: targeting our civilians while hiding behind their civilians, embedding themselves in
the civilian population and using them as human shields ... As Israel legitimately targets
terrorists, civilians are unfortunately harmed. Hamas is responsible and should be held
accountable for all civilian casualties” (GI 2023d). Netanyahu attempts to justify such a
sophism by employing moral infusing discourses. From time to time, he describes Hamas
as an “absolute evil.” When he met the German Chancellor Olaf Scholz, he said that
“Hamas is the savagery that we only remember from the Nazi crimes from the Holocaust.
Hamas are the new Nazis. Hamas is ISIS, and in some instances, worse than ISIS ... This is
a part of an axis of evil: of Iran, Hezbollah and Hamas ... We must take action to defeat
Hamas to ensure that this doesn’t happen again. But this is ... the battle of civilization
against barbarism. And if it’s not stopped here, this savagery will reach you very soon and
reach the entire world” (GI 2023c¢). Yet even after international society fully realized the
immense civilian casualties in Gaza and the pressure for a ceasefire rose high, Netanyahu
stated that “Calls for a ceasefire are calls for Israel to surrender to Hamas, to surrender to
terrorism, to surrender to barbarism. That will not happen” (GI 2023g). By the same token,
he vindicated the IDF war crime charges by saying that “They [the IDF soldiers] are
committed to eradicating this evil from the world ... Whoever dares to accuse our soldiers
of war crimes are hypocritical liars ... Israel is fighting ... the war of humanity against
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barbarism” (GI 2023f).

These moralistic remarks can entail serious consequences, with Netanyahu choosing to
recite sinister phrases from the Tanakh. On October 12, 2023, in a speech at the Knesset, he
mentioned that “The ancient command ‘Remember what Amalek did to you’ [is] ringing in
our ears” (GI 2023b). On October 28, when Israeli forces were preparing for their land
invasion of Gaza, Netanyahu told the soldiers, “You must remember what Amalek has done
to you” (AA 2023a). He repeated the same phrase in a letter addressed to the Israeli soldiers
and officers on November 3 (AA 2023c). The legend of the Amalekites in Tanakh can be
considered an ancient case of genocide. The English translation of the phrase goes as
follows: “So said the Lord of Hosts, ‘I remember that which Amalek did to Israel ... you
shall smite Amalek, and you shall utterly destroy all that is his, and you shall not have pity
on him: and you shall slay both man and woman, infant and suckling, ox and sheep, camel
and ass ... Saul completely destroyed all the people with the edge of the sword” (Tanakh).
As sociologist Michael Freeman put it, the moral theories of just war that are deeply rooted
in Judeo-Christian values can also justify genocide (Freeman 1994: 280). In this regard,
Netanyahu’s insistence on the “just war against evil,” coupled with the ominous Biblical
legend, can incite some extreme forms of brutality.

I1I. Three Cases of “Genocide”

Now we compare these Israeli actions with past incidents that are recognized as genocides.
We will take three cases as examples: the German colonial massacre of the Herero and
Nama people (1904-05), the Armenian deportation (1915-16), and the Bosnian civil war
(1992-95). The three incidents took place in different times and contexts, with different
methods, and on varying scales. The target populations differed as well: an indigenous
population in a European colony, a religious minority in a Muslim state, and fellow citizens
in a former socialist country. For all these differences, they are all recognized as cases of
genocide by international institutions in general and the Western nations in particular. The
Namibian case is classified by the UN Report on Genocide (1985) as one of the earliest
cases of genocide in the 20th century (UN 1985). In March, 2021, Germany acknowledged
that their colonial army had committed an act of genocide “from today’s perspective” (Joint
Declaration 2021). The same UN report also classified the Armenian case as genocide. The
US officially recognized the “Armenian Genocide” on May 28, 1951. The Reagan
administration proclaimed the Armenian Genocide as such on April 22, 1981, and the US
Parliament adopted the resolution of official recognition for three times (1975, 1984, and
2019) (USHR 2019). The European Parliament declared in 1987 that “the tragic events in
1915-1917 involving the Armenians living in the territory of the Ottoman Empire
constitute genocide” (European Parliament 1987). The Bosnian case was officially judged
as a crime of genocide by the ICTY and its successor organ, the International Residual
Mechanism for Criminal Tribunals (IRMCT). Now, let us take a brief look at each case to
find general common features.

The massacre of the Herero and the Nama

The massacre of the Herero and the Nama peoples took place in the context of colonialism.
Germany formally colonized the territory of today’s Republic of Namibia in 1884, began to
deprive the native people of their land and properties, and subsequently used the people as
slave labor. This was a part of the well-defined policy to turn Namibia into German land,
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and several thousands of German settlers were brought in to do so. The Germans seized the
huge swaths of land and a large number of cattle possessed by the Herero, the largest ethnic
group in the colony. The dispossession led to pauperization, and many Hereros were forced
to work either in German farms or in construction plants as cheap laborers under systematic
surveillance and discrimination. As a result, more than 8,000 Hereros stood in arms against
German colonial rule in January 1904 (Drechsler 1980: 181-3). Unprepared for such a
massive attack, the German colonial force could not fight off the Herero, and more than
100 German settlers and soldiers were killed (Bridgman 1981: 74) The reinforcements, led
by Lieutenant General Lothar von Trotha, arrived in June and started a counteroffensive,
destroying the Herero settlements to stamp out the resistance. Faced with the brutal tactics
of the Germans, many Herero fighters, together with their wives and children, escaped into
the desert area. Von Trotha escalated the violence and ordered the extermination of all
Herero people on October 2, 1904. His soldiers ruthlessly pursued the Herero by shooting
and killing thousands of men, women, and children. The Germans blocked the rest of the
Herero into the desert, expecting them to perish from thirst and starvation (Sarkin 2011:
114-6). The next year, the Nama, the second largest ethnic group, stood up to fight against
the Germans. Von Trotha issued the second order on April 22, 1905, threatening the Nama
with a similar fate to that of the Herero unless they surrendered. His soldiers then executed
the order in cold blood. Thousands of Nama, regardless of age and gender, were brutally
massacred, and their properties were destroyed (Zimmerer 2008: 52-3). The Herero-Nama
uprising ended in 1907, but the German policy of extermination did not end then. The
remaining Herero and Nama were incarcerated in concentration camps and subjected to
harsh treatment—poor hygiene, little food, forced labor, and medical experiments. The
camps were closed in 1908. By this time, however, roughly half of the incarcerated
population had perished. It is generally accepted that, in the course of the genocide,
50,000-65,000 Herero and 10,000 Nama were murdered. The number corresponded to 80%
of the Herero and 50% of the Nama population, respectively, before the war. The surviving
Herero and Nama faced radical changes in their living conditions. Their properties,
including land, cattle, and other assets, were expropriated under imperial regulations in
1905 and 1906, and possession of land and cattle was prohibited in 1907. The policy
resulted in the deprivation of the peoples’ means of economic reproduction, and many of
their descendants have been condemned to perpetual and institutionalized poverty (UN
2023a).

Armenian Deportation

The Armenian case is even more controversial and not easy to summarize. First of all, there
are different views on how to define the incident. The Armenian government calls it the
atrocities committed against the Ottoman Armenians by the government of the Committee
of Union and Progress (CUP) during WWI (Armenia). The Armenian Genocide Museum—
Institute (AGM), on its part, defines the incident as the extermination of Armenians in the
Ottoman Empire and the surrounding regions during 1915-1923 (AGM 2007). The US
Parliament adopted this view. But such broad definitions make it difficult to grasp the
nature of the incident, as there were several different phases, especially the reprisal killing
of Muslims by the Armenian paramilitaries in Cilicia and the subsequent eviction of the
latter. Therefore, it is better and more suitable for the purpose of this article to adopt the
view of the US Holocaust Memorial Museum (USHMM), which is that “the Armenian
genocide refers to the physical annihilation of Armenian Christian people living in the
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Ottoman Empire from spring 1915 through autumn 1916” (USHMM 2019).

The number of casualties is another focal point. The UN Report on Genocide of 1985
estimated the casualties as being “at least 1 million,” but other institutions assert larger
numbers. Both the European Parliament and the US Parliament assert the number of
casualties as being 1.5 million. The Armenian government and AGM adopted the following
view: “There were an estimated two million Armenians living in the Ottoman Empire on
the eve of WWI. Approximately one and a half million Armenians perished between 1915
and 1923. Another million found shelter abroad or Islamized.” This means that the
Armenians produced half a million children in the middle of persecution, which sounds
implausible. Instead, USHMM adopts the following view: “There were approximately 1.5
million Armenians living in the Ottoman Empire in 1915. At least 664,000 and possibly as
many as 1.2 million died during the genocide.” On the other hand, the Turkish government,
who denies genocide, claims that “Prior to World War I, fewer than 1.5 million Armenians
lived in the entire Ottoman Empire [of which] slightly less than 600,000 Anatolian
Armenians died during the war period of 1912-22” (Tiirkiye 2022). The fact that the
minimum number put forward by the US semi-official guardian of the records of human
atrocities coincides with that of Turkey merits attention, as it shows that, albeit a gap in the
estimated victims, Turkey recognizes that a mass killing did indeed take place.

The disputing parties, moreover, share very similar views on the causes of the massive
fatalities. USHMM describes the course of events as follows:

In spring 1915 the Ottoman government began the deportation of the Armenian
population from its northeastern border regions. In the months that followed, the
Ottomans expanded deportations from almost all provinces regardless of distance from
combat zones. The victims of the Armenian genocide include people killed in local
massacres that began in spring 1915; others who died during deportations, under
conditions of starvation, dehydration, exposure, and disease; and Armenians who died
in or en route to the desert regions of the southern Empire. (USHMM)

The Armenian government and AGM posit a similar picture. According to them, the
genocide started on April 24, 1915, when several hundred Armenian elites were arrested in
Istanbul, only to be subsequently eliminated. Shortly thereafter, some 60,000 conscripted
Armenian military personnel were disarmed and killed. The third phase was the
deportations of women, children, and elderly people into the Syrian deserts. Hundreds of
thousands of people were killed during the deportation. Others died of famine, epidemic
diseases, and exposure to the elements. The Turkish version of events is not so different. It
admits that the mass deportation of Armenians in eastern Anatolia took place by the order
of the Ottoman government. It also agrees that a large number of people were dead in the
course of and after the deportation. The people were killed by attacks, robberies, disease,
famine, and many other of war’s privations.

So far, it can be said that the Turkish and the Armenian views are not very different from
each other, except for the estimated number of victims. This means that what matters most
is not the cognizance of the crime constituting facts but their interpretation. For example,
the Turkish and Armenian views on the murderers of the deported people differ in the
following way. The AGM relates that hundreds of thousands of people were murdered by
“Turkish soldiers, police officers, [and] Kurdish bandits” (AGM 2007). In contrast, the
Turkish government asserts that they were murdered “mainly by local Muslims” (Tiirkiye
2022). According to the former’s view, the mass murder was a military operation, but the
latter denies this on the grounds that none of the instructions commanding the relocation
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ordered killings. There were many incidents, however, in which the Armenian deportees
were killed by the bandits in full view of the soldiers or by the soldiers themselves. The
Armenian side interprets this as proof of the well-organized killing operation. In contrast,
the Turkish side asserts these acts as derelictions or were due to out of capacity. The most
contested focus of the dispute, however, is whether the CUP had a specific intent of
genocide. The Armenian side claims that the CUP, who had long dreamed of a Great
Turkish state, saw the Armenians as the main obstacle to their plan. Thus, the CUP had
secretly developed a well-coordinated plan to eliminate Armenians by the eve of WWI, and
the war came as a suitable opportunity for its implementation (Ak¢am 2006; Hovvanisian
2007). On the other hand, the Turkish government, while admitting that the CUP had
caused a mass murder by ordering “relocation,” denies it was an act of genocide, as they
did not have such a will, and put forward that the “relocation” was a preventive measure to
ward off the general uprising of Armenians in cooperation with the Entente powers. In
other words, the Armenians assert an unprovoked, one-sided massacre, while the Turks
argue due response to nationalist intrigues. Avoiding being trapped by the partisan disputes,
Donald Bloxham, a historian, proposes a synthesist approach and puts forward a theory of
cumulative radicalization. He admits that the feared prospect of Armenians joining with
Entente forces was not ungrounded and that the fear led the CUP to the partial deportation.
Those local measures gradually enlarged the CUP’s sphere, leading to the decision to
remove the entire Armenian population from eastern Anatolia once and for all. At the same
time, Bloxham refutes the Turkish assertions by saying, “Any claim that the murder of the
Armenians when it unfolded was not a genocide, simply because there might not be
unequivocal evidence of genocidal intent prior to May 1915, is as absurd as the suggestion
that the Nazi ‘final solution’ was not a genocide because it was not inscribed before the
invasion of Poland or the USSR that every Jew was to be murdered.” The idea of
destruction of the Armenian community, he argues, “developed and was augmented over
time around broad principles of discrimination and xenophobia, progressing from notions
of removal by dilution and/or forced assimilation to physical removal by deportation and/or
murder.” Borrowing a term from the Austro-Hungarian ambassador during WWI, Bloxham
concludes that the Armenian deportation was “a means of creating a national state through
the annihilation of foreign elements” (Bloxham 2005: 94). Namely, the Armenian
deportation was an example of extraordinary large-scale ethnic cleansing that eventually
took the form of genocide.

The Bosnian Civil War

Bosnia and Herzegovina (Bosnia) was one of the six republics of the Socialist Federal
Republic of Yugoslavia. According to the census of 1991, its population was 44% Bosniak
(Bosnian Muslim), 31% Serb, 17% Croat, and 8% others. They were defined as equal
shareholders of the sovereignty of the republic. In March 1992, the Bosnian government
declared its independence from Yugoslavia. Bosnian Serbs opposed this, and created their
own state, later called Republika Srpska (RS). As Bosnian Croats followed suit, a triangular
civil war broke out. During the war that lasted until 1995, an estimated 102,622 people
were killed, and 2.2 million were displaced. In the early phase of the war, Serbs seized two-
thirds of Bosnia and committed atrocities against Bosniaks and Croats in the areas under
their control. Bosnian Croats had their own strongholds in the western part of the country
and committed similar atrocities. In 1993, for example, the Croat forces destroyed Bosniak
homes, mosques, and cultural monuments and raped and murdered civilians in Ahmici and
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Stupni Do. As a result, the Bosniaks suffered the most. It is often claimed that 80% of the
civilians killed or displaced during the war were Bosniaks. However, this sounds a little
exaggerated. According to the estimate of the ICTY, 16,700 (30%) of Serb civilians were
killed out of a total 55,261.2 Out of the total of 47,360 soldiers killed, an estimated 28,000
(59%) were Bosniaks, 6,000 (13%) were Croats, and 14,000 (29%) were Serbs (Bartrop
2016 xxxviii ). Thus, the Bosniaks were not one-sided victims of the atrocities. Rather, their
forces, albeit on a smaller scale, committed similar crimes against Serb and Croat civilians
in the territory under their control (USHMM 2013).

When the three parties systematically expelled the civilians based on their ethnicity, they
employed identical methods. They were “carried out by means of murder, torture, arbitrary
arrest and detention, extra-judicial executions, rape and sexual assaults, confinement of
civilian population in ghetto areas, forcible removal, displacement and deportation of
civilian population, deliberate military attacks or threats of attacks on civilians and civilian
areas, and wanton destruction of property” (UN 1992). Such practices, locally called
“etnicko ¢iS¢enje,” led to the term “ethnic cleansing” getting international circulation and
subsequently being recognized as a particular form of crime against humanity. The notion
is defined as “a purposeful policy designed by one ethnic or religious group to remove by
violent and terror-inspiring means the civilian population of another ethnic or religious
group from certain geographic areas. To a large extent, it is carried out in the name of
misguided nationalism, historic grievances and a powerful driving sense of revenge” (UN
1992).

During the war, and its aftermath, there was a broad public debate about whether ethnic
cleansing was a euphemism for genocide, as there were several suspected cases of ethnic
cleansing on a genocidal scale. The Siege of Sarajevo is one of these cases. From April
1992 to February 1996, the city was encircled by the RS army (VRS). The civilians
endured incessant shelling for nearly four years, with their living quarters being burnt
down, and many cultural monuments, public spaces, and religious institutions were
destroyed. As a result, more than 10,000 people were killed (HMDT). Another, but not the
last, contested case was the north-western Bosnian municipality of Prijedor. In 1992, the
Prijedor town and surrounding villages were occupied by Serb forces. After neutralizing
the Bosniak resistance, the Serbs started sending non-Serbs into concentration camps,
where the inmates endured various forms of maltreatment—torture, malnutrition, random
killings, and explosions. Their properties were confiscated or subjected to wanton
destruction. The international courts, however, classified the two cases as ethnic cleansing,
not genocide. This is clear in the judgement against Ratko Mladi¢, the supreme commander
of VRS during the war. Mladi¢ was indicted for the following counts: “The killing of
Bosnian Muslims and Bosnian Croats” in Biljani, Foc¢a, Prijedor, and Vlasenica, “the
detention of thousands of Bosnian Muslims and Bosnian Croats in detention facilities in
living conditions calculated to bring about their physical destruction” in the camps in Banja
Luka, Prijedor, Fo¢a and Bijeljina, and “the killing of over 7,000 Bosnian Muslim men and
boys of Srebrenica” (ICTY Mladi¢). Mladi¢ was acquitted of the charge of genocide in the
abovementioned municipalities except for Srebrenica on the grounds that although the
physical perpetrators in several municipalities intended to destroy the Bosnian Muslims,
“the people targeted in each municipality formed a relatively small part and were not in
other ways a substantial part of the protected group.” The same logic was applied to the

2 The rest were Bosniaks and Croats. The ICTY does not separate the number of Bosniak noncombatant
victims from those of Croats.
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case of Radovan Karadzié¢, the president of RS during the war. On March 24, 2016,
Karadzi¢ was found guilty of genocide in the area of Srebrenica in 1995 but was acquitted
in other municipalities on the grounds that they were classified as crimes against humanity
(ICTY Karadzi¢). Those judgements have clarified that ethnic cleansing and genocide are
different categories of crime. The view is supported by many researchers. One of them,
Marie-Janine Calic, succinctly summarized the point: “Whereas in some cases, ‘ethnic
cleansing’ was aimed at the physical destruction of an ethnic community, there are other
cases [in which] the objective was limited to the conquest of a strategically or economically
important region through expulsion of the unwanted population, but without a clear intent
to exterminate that community in whole or in part. In conclusion, ‘ethnic cleansing’ should
not per se be identified with genocide” (Calic 2007: 106).

There still remains, however, the question of how one can distinguish genocide from
large-scale ethnic cleansing. The ICTY has already given us the answer when the court, for
the first time, found Radislav Krsti¢ guilty of genocide on August 2, 2001, for the case of
Srebrenica. Krsti¢ was a former Commander of the Drina Corps that took part in the
capture of Srebrenica in July 1995. Srebrenica was a small Muslim stronghold located in
eastern Bosnia. When hostilities broke out, many Bosniaks were expelled in the region and
took shelter in Srebrenica. Cut off from the other Muslim-controlled areas, Srebrenica
became an enclave in the middle of the Serb-dominated territory. From the spring of 1992
to the early summer of 1995, VRS besieged the town and strictly controlled the movement
of people and goods in and out of the enclave. As a result, the prevailing conditions for the
inhabitants became dire (ICTY Krsti¢). In March 1995, Karadzi¢ issued a directive to VRS:
“By planned and well-thought-out combat operations,” VRS was directed to “create an
unbearable situation of total insecurity with no hope of further survival or life for the
inhabitants of Srebrenica.” VRS started restricting the logistics support of UNPROFOR to
the enclave, making the humanitarian situation deteriorate to a catastrophic level. On
March 31, General Mladi¢ ordered the Drina Corps to conduct active combat operations
around the enclave, and they captured UNPROFOR observation posts. Subsequently, the
commander of the Drina Corps initiated the plan to reduce the enclave to its urban core,
with the aim to plunge the Bosnian Muslim population into a humanitarian crisis and,
ultimately, eliminate them. VRS began its final attacks against Srebrenica on July 6. At the
meeting with UNPROFOR, Mladi¢ made it clear that the Bosnian Muslims could survive
only by leaving Srebrenica and that their survival was conditional upon a military surrender
of the town’s men (ICTY 2017). By July 11, VRS had entered the town. As a result,
approximately 20,000 to 25,000 Bosnian Muslims— mostly women, children, and the
elderly—fled to seek shelter in Potocari, a compound used by the UN Protection Force.
Conditions were dire: food and water were scarce, and there was a shortage of medical
supplies. In the meantime, on the eve of the fall of Srebrenica, the vast majority of the able-
bodied men, between 10,000 and 15,000, fled the enclave on foot in an attempt to reach the
Muslim-controlled area. A large number of them were subsequently captured by VRS. On
July 12, VRS soldiers systematically separated Muslim men of military age who had taken
shelter in Potocari from the rest of the population. Together with others captured from the
column fleeing on foot, the men were bussed to various execution sites and systematically
murdered. The vast majority of them were executed over just a few days from 12 July until
17 July. The court estimated that the total number of executed men was within the range of
7,000 and 8,000 (ICTY Krstic).

The ICTY found Krsti¢ guilty on the grounds that by killing all the men of fighting age,
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VRS made it impossible for the Bosnian Muslim community of Srebrenica to survive for
the next generation. The court also made an important decision: that it is not necessary for
a plan of genocide to exist prior to perpetrators committing concrete genocidal actions. In
the case of Srebrenica, the court confirmed that the initial plan had been an ethnic
cleansing. No plan to commit genocide existed before or even right after the city fell.
However, for unknown reasons, the decision was then taken to kill all the men of fighting
age. The result would inevitably bring about the destruction of the Bosnian Muslim
population in Srebrenica. The murderers did it with full awareness of the consequences.
Thus, they had the clear intention of genocide while conducting the mass murder (ICTY
2001). This ruling defined two important criteria. First, it is not necessary for clear
evidence that attests to the will of genocide prior to committing the crime. Second, ethnic
cleansing changes into genocide at a certain point.

IV. Comparison of the four cases

Having viewed the general characteristics of the four cases in question, now we can
juxtapose each phase of these incidents with others in accordance with the following five
key aspects: background, provocation, civilian targeting, displacement, and forced
starvation. These aspects are the most pertinent to apprehend the nature of ongoing
violence.

Background

As UN Secretary general Antonio Guterres put it, “the attacks by Hamas did not happen in
a vacuum.” Before October 7, 2023, the Palestinians in the Gaza Strip had to endure a
series of dispossessions, eviction from their ancestral homes, and enclosure in a small,
overpopulated area with incessant threats of bombardment by the IDF forces. They also
suffered from systematic human rights abuses under the Israeli occupation regime. The
situation is comparable to that of the Herero and the Nama before the uprising. Due to the
steppe climate, the central plateau of Namibia was an area of extensive animal husbandry,
and both the Herero and Nama subsisted as nomadic pastoralists. The systematic
colonization of white settlers that began in 1894 brought about rapid dispossession of the
land and livestock of the native population. As the best grazing land had belonged to the
Herero, they saw much of their land and a good portion of their cattle pass into the hands
of the white man. By 1903, the white population of the colony had risen to 4,640, and more
than 25% of all Herero land had already passed out of native hands (Bridgman 1981: 50).
As a result, many Hereros were forced to sell their labor to the colonists at an extremely
low price (Kuss 2017: 38) The German setters not only exploited the Herero; they also
systematically mistreated them. They displayed a blatant racist attitude, describing the
Africans as baboons, and treated them as such. The German judges either dismissed the
charges against the settlers by the Africans or imposed very light sentences. Moreover, the
Germans ignored their promise they had made in Article 3 of the treaty of protection with
the Herero that they would respect the latter’s habits and customs. Deprived of all their
rights, the Herero felt like slaves in their own country (Drechsler 1980: 133). The sense of
injustice and well-grounded fear of loss of tribal identities were the principal motives that
made them take up arms in January 1904. The same was true for the Nama uprising. It was
also motivated by the perception of a threat to their own existance (Kuss 2017: 42).
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Provocation

The Israeli government has justified their military operations in Gaza as an act of self-
defense, claiming that the October 7 attacks were the worst atrocities against the Jewish
people since the Nazis; therefore, the elimination of Hamas is necessary for national
security. The Western countries are upholding the claim and support the IDF’s operations
both militarily and financially. But is it permissive to carry out such a disproportional
reprisal against the Palestinians on the grounds that they had provoked first?

In the case of the Namibian genocide, the German operation started as a reaction to the
armed rebellion of the Herero and the Nama. On January 12, 1904, the Herero launched
their first attacks. “During the next ten days, almost every farm, village, and fort in
Hereroland was attacked or at least threatened by the marauding hands of natives. The
majority of the German farms were destroyed during those hectic days. [...] All farmers
who fled lost everything: their livestock had been stolen; their possessions looted; and their
buildings burned” (Bridgman 1981: 73) In all, more than 100 German settlers and soldiers
were killed. The Germans were overpowered at first, as a total of some 2,000 men had to
face more than 8,000 Herero warriors. Though not more than half of them were armed with
rifles, they were militarily sophisticated. Due to their tribal discipline and warlike
traditions, the Herero fighters proved to be “man for man equivalent to the German
soldiers” (Bridgman 1981: 68). Initially, both sides suffered an even rate of casualties:
German losses amounted to 210, while that of the Herero was 250. The Germans saw the
deaths of a large number of officers in a series of battles. In the same vein, the Nama
started their rebellion as random destructions of German farms in September 1904.
Employing clever hit-and-run tactics, carefully avoiding open battles, they successfully
waged an attritional guerilla warfare. Organized into smaller units, the Nama bands
targeted smaller German formations such as patrols and transport columns. A testimony
revealed that “Marching and resting troops, columns, stations and posts were exposed to
constant danger from small groups of the enemy that would suddenly appear [from
nowhere]. The situation was best described by the phrase ‘enemy present everywhere’”
(Kuss 2017: 43). As a result, the Germans suffered substantial losses. Moreover, the
ultimate objective of the revolt was not restricted to the protest against the colonial system
but to drive the Germans out of South West Africa, as both the Herero and Nama had felt
the existential threat (Bridgman 1981: 66).

The Bosniaks of Srebrenica were not always subjected to the one-sided violence of the
Serbs. They had their own forces. In early 1992, the Srebrenica Bosniaks began a
counteroffensive against the Serbs, forcing thousands of Serb peasants to flee from the
area. Since then, the Bosniaks regularly attacked the Serb villages near the enclave,
committing wanton destruction, pillage, torture, imprisonment, and murder of civilian
targets (Bartrop 2016: 169). The raids did not stop even after the UN designated the town
as a “safe area.” Heavy weapons were handed over, but Srebrenica was never disarmed.
Using the UNPROFOR as a shield, the Muslim forces continued to intrude into the Serb-
controlled area, searching for food to steal and killing civilians as a reprisal for the siege
(Rohde 2017). In the meantime, Bosniak military police persecuted Serb citizens inside
Srebrenica. They were detained in several facilities and subjected to physical abuse, serious
suffering, and injuries to their bodies and health. In some cases, prisoners were beaten to
death (ICTY 2008).

To sum up, not all the past genocides were unprovoked, and both Namibians and
Bosniaks had committed atrocities against civilians, including willful targeting of non-
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combatants and wanton destruction of their properties, some of which may have amounted
to crimes against humanity. Nevertheless, the Germans and the Serbs were not acquitted
from their crimes of genocide. Thus, provocations cannot justify disproportionate reprisals.

Civilian massacre

The Israelis have so far killed more than 26,000 Palestinians, more than 70% of which
were women and children, but the Netanyahu government vindicates this as collateral
damage, claiming that Hamas are using the civilian population as human shields. When he
met the ICRC chief on December 14, 2023, for example, Netanyahu was reported as saying
that “There’s a difference between the deliberate and systematic murder, maiming and
menacing of civilians, which is what terrorism is, and the unintended consequences,
unintended casualties that accompany any warfare” (GI 2023;j). It is highly doubtful that
Netanyahu’s soldiers are doing their best to avoid civilian casualties. An independent media
study has confirmed that the Al-based systems used by the IDF to automatically generate
targets were inflicting civilian casualties at an astonishing rate and that the fact was well
known among the Israeli leaders. An anonymous source was cited as saying, “Everything is
intentional. We know exactly how much collateral damage there is in every home.” It has
also been confirmed that Israeli officials approved an attack they knew would kill up to
hundreds of civilians in a bid to assassinate a single Hamas military commander. The report
concludes that the ongoing Israeli military operations “more resembled the indiscriminate
bombing of World War II than the modern era of codified civilian protection under
international humanitarian law” (Wilkins 2023).

The German colonial troops employed a similar method when they pursued the counter-
insurgency operations against the Herero and the Nama. Having destroyed the major
Herero forces at the Battle of Waterberg in August 1904, the Germans continued the war of
extermination of all Herero fighters, pursuing them into the Omaheke desert and
indiscriminately killing every man, woman, and child whom they spotted (Kuss 2017: 42).
When the Germans broke into the Herero camps in search of the guerrillas, they showed no
mercy for women and children. A testimony reported that “The Germans spared no one.
They killed thousands and thousands. I saw this slaughter for day after day” (Bridgman
1981: 126). The Germans adopted the same tactics against the Nama. One of the former’s
military commanders wrote that “We must not allow the Hottentotts to escape, rather we
must encircle and destroy them before they do so” (Kuss 2017: 45).

In the case of the Ottomans, it is highly dubious if they paid the slightest attention to
protecting Armenian non-combatants when fighting against the rebels in such places as
Van, Bitlis, Erzurum, and Zeytun in the spring 1915. Moreover, there are ample records of
the Ottoman agents who committed random killings of civilians during the deportation
(Lewy 2005: 224-6). It is also well-known that the Bosnian Serbs subjected the Srebrenica
town and its surrounding villages to daily shelling from all directions and sporadic
incursions of paramilitaries between April 1992 and March 1993, inflicting a great number
of civilian casualties (Bartrop 2016: 169).

Those examples clearly show that the military operations that entailed immense loss of
civilian life constituted a part of actions that would eventually amount to genocide.
Contemporary American and European leaders seem to understand this well. For instance,
EC President Ursula von der Leyen said that “Targeted attacks on civilian infrastructure
with the clear aim to cut off men, women, children of water, electricity and heating with
the winter coming, these are acts of pure terror” (Reuters 2022). The German Chancellor
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Olaf Scholz asserted that drone attacks on civilians in the cities constituted “war crimes”
(DW 2022). In addition, US Vice-President Kamala Harris denounced the wanton
destruction of cities where enemy units were entrenched as “barbaric and inhumane”
atrocities against civilians and classified them as “crimes against humanity” (BBC 2023).
US President Joe Biden was more eloquent in saying that such actions would amount to a
genocide (BBC 2022). These leaders have applied these criteria against the Russian actions
in Ukraine, but, for unknown reasons, they still hesitate to apply the same judgment to the
case of Israel.

Displacement

The Israeli military ordered the Gazans who lived in the northern part of the Strip to
immediately “evacuate” from their homes on October 13, 2023. The measures were
announced as though for their safety, and Netanyahu designated the southern Gaza areas as
“safe zones.” However, the IDF subsequently enlarged their sphere of operation into the
wide swaths of southern Gaza in December, and the “safe zones” effectively disappeared.
To make things worse, the IDF demolished most of the residential buildings and destroyed
social infrastructures, making it impossible for those who were “evacuated” to return to
their homes and to resume their previous way of life. This fact leads us to the suspicion that
the “evacuation order” was designed to serve the Israeli military aims and not the good of
the Palestinians. If so, it was not a temporary safe measure but forced displacement.

Forced displacement itself does not always constitute an act of genocide. The Tsarist
deportations of Germans, Jews, Poles, and Latvians during WWI were no doubt atrocities
but a bit short of genocide. This was also the case for the Austro-Hungarian eviction of the
Bosnian Serbs. The Stalinist deportation of the Chechens, the Ingush, and the Crimean
Tatars can be considered examples of ethnic cleansing but are not unanimously accepted as
genocide. Furthermore, the Greco-Turkish population exchange in 1924, though it caused
enduring suffering to 1.5 million Orthodox Anatolian Greeks and half a million Hellenic
Muslims, was internationally recognized as legitimate policies of nation states. On the
other end of the spectrum, however, there are many examples of deportation with genocidal
dimensions. The Ottoman Armenian case is the best known. In this case, the deportation
was the central piece of genocide. Donald Bloxham explains the reason as follows:

The very nature of the deportations is sufficient evidence of genocide[e] [...]. Where
the first anti-Armenian measures did not distinguish innocent individuals from ‘guilty,’
the new ones did not differentiate between communities with revolutionary traditions or
the great majority without, nor between border regions and the interior. Unlike the first
Zeytun deportees, the Armenians were not to be sent to places where settlement was
possible, if difficult; they were sent, defenseless and without provision or the means of
subsistence, to desert regions where natural attrition could take its deadly toll.
(Bloxham 2005: 86)

In a similar vein, the Bosnian Muslims in Srebrenica saw the following two stages of
forced displacement prior to the genocide. Although bordering with the Serbian proper,
eastern Bosnia used to be a Muslim majority region. With the objective to ethnically purify
the territory, the Serb nationalist forces launched well-organized eradicating operations
against the Bosniak population in early 1992. They engaged in looting homes, burning
villages, and slaughtering the civilian population in the neighboring municipalities of
Srebrenica. Even after the completion of military conquest, the Serbs systematically evicted
the Bosniak citizens who were found in their territory to Srebrenica, which had remained
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under Muslim control. According to a 1991 census, the Srebrenica municipality had a
population of 36,000 (25,000 Bosniaks and 8,500 Serbs). Due to the influx of refugees
from the surrounding municipalities, the population of the enclave swelled to over 50,000
people by mid-May, creating a humanitarian crisis, with a serious shortage of shelters,
food, and medical services (Srebrenica Memorial). The plight lasted for more than three
years. The Serbs then embarked on the second stage of displacement in May 1995. VRS
began attacking the outposts of the enclave, gradually tightened a ring, and finally entered
the town on July 11. During the attacks, the Serbs systematically burned Muslim houses
and evicted the inhabitants with the aim to force them to concentrate in the Srebrenica town
and then to escape to Potocari. By July 12, most of the noncombatant civilians of
Srebrenica had gathered in and around the compound. Conditions there were dire, with
almost no food, water, or shelter. VRS frightened the people, either by shelling near the
compound or by abducting some of them. General Mladi¢ insisted on the total “evacuation”
of the civilians, and subsequently, women, children, and the elderly were transported to the
Muslim-controlled areas. In the meantime, the military-aged men, together with those who
had previously been captured by the Serbs, were all executed (ICTY 2017). In this regard,
the “evacuation” of the Srebrenica population was a part and parcel of ethnic cleansing and
a prelude to genocide.

The Israeli policy of forced “evacuation” of the Palestinians in Gaza shares many
common features with the two cases. Just like the Armenians, the Gazans are
indiscriminately displaced, based on Israeli President Herzog’s axiom that “an entire nation
out there [...] is responsible.” As the Ottomans forced the Armenians to move from one
place to another in accordance with the notorious 10% limit, the Gazans were being told to
move like “human pinballs.” The Srebrenica Muslims, on their part, were first driven into
the enclave, then concentrated into a much smaller space, and finally evicted once and for
all. Just like the Ottoman Armenians who were randomly killed during the “relocation,” the
northern Gazan refugees were bombed while moving to the southern “safe zones.” The
Armenians were executed while staying in their encampments in Syria, and the Gazans are
left defenseless against the air strikes, random shelling, and sniping of the IDF in the
middle of the “safe zones.” The Serbs did the same to the Bosniaks hiding in the “safe
area.” Although Israel has not yet destroyed a large portion of the population, nor rounded
up and executed the majority of the male population, the deportation of the Gazans has
already gone well beyond the scale of ethnic cleansing in Bosnia and reached the level of
the Armenian case.

Siege and Forced Starvation

Since October 7, 2023, the Israeli forces have put Gaza under a complete siege, prohibiting
free movement in and out of the Strip and strictly restricting the import of any kind of
goods, including humanitarian aid. Moreover, the Israelis are not providing the refugees
with any kind of shelter and have systematically destroyed residences, schools, warehouses,
and religious institutions. This policy has brought about a general malnutrition in the
population, who suffer from starvation and exhaustion by exposure. There conditions are
extremely unhygienic, and many people are dying of diseases accordingly. In light of
Netanyahu’s remark on December 5, 2023, that “We know that if there would be a collapse
— diseases, pandemics, and groundwater infections — it will stop the fighting [of Hamas]”
(CNN 2023), it is plausible that the creation of these insanitary conditions for the refugees
is a part and parcel of the Israeli strategy.
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The Serbs adopted similar measures during the siege of Srebrenica. At that time, the
enclave was totally besieged by VRS and cut off from the rest of the Bosniak-controlled
territories. The situation worsened progressively, with the refugees and townsfolk running
out of food and water. As pre-war food supplies were rapidly depleted, people began to eat
anything they could find. From the spring of 1993 onward, Srebrenica was completely
dependent on the humanitarian aid provided by the UNPROFOR. The aid, however, was
often blocked by VRS (Bartrop 2016: 214). As a result, the Srebrenica enclave became the
worst-affected case from food shortages in the Bosnian civil war. Contrary to the pretext
that the blockage was a measure to prevent the Bosniak fighters from attacking the Serb
territories, those who suffered most were those vulnerable elements such as pregnant and
lactating women, as well as small children (Conley & de Waal 2019: 722; Slavkova 2020:
78-9). The forced starvation was a well-planned policy aimed at a voluntary evacuation of
the Bosniaks. In July 1994, for example, the commander of the Bratunac Brigade instructed
his soldiers as follows: “The enemy’s life has to be made unbearable and their temporary
stay in the enclave impossible so that they leave the enclave en masse as soon as possible”
(ICTY 2003).

Forced starvation was also an integral part of the annihilation of the Ottoman Armenians.
Most of the deaths were due to hunger and thirst (Suny 2015). Considering the cumulative
radicalization of the deportation, the CUP did not have a wholesale plan of massive
starvation laid out, but the ad hoc nature of the policy resulted in many more victims. As
the local governments had to comply with the hectic “relocation” orders, they gave the
Armenians only a few days to prepare for the journey. As a result, most of them could not
carry enough food. To make things worse, it was almost impossible to find something to
eat on the way, because the government had no plan (or will) for logistical support for
those who were deported. It is estimated that of the first deportees from the eastern
provinces who were ordered to move in May and June 1915, only 10 to 20% percent
reached Syria alive. Later, the situation improved a little. Namely, of those from western
Anatolia who were expelled in August and September 1915, some 80 to 90% could reach
Syria. George Shirinian postulates that this was because a structure for the deportations had
been established by the summer of 1915 (Shirinian 2017: 13). This fact by no means serves
as a sign that the CUP cared for the adequate provision of the deported Armenians. It was
true that the government provided food and water. However, these things were rather
exceptional and far from adequate. A German consular official who traveled from Baghdad
to Aleppo recalled that “The way stations with water were about forty miles apart, and
many of the deportees did not have enough food or water to last even the three days of
walking that it took to get from one station to the next. At some stations no food was
available at all” (cited by Lewy 2005: 222). In contrast, the Syrian Armenians and foreign
missionaries organized relief committees and actively supported the displaced people. They
sent aid and dispatched missions even to the remotest provinces. They were the primary,
and often the only, means of subsistence for the deportees. For some time, those foreign
and domestic philanthropists received tacit approval and even support from the local
authorities. But this was only because the CUP paid little attention to the deportees who
managed to arrive in Syria. Their attitude changed in the autumn of 1915. Thereafter, the
central government exerted strong pressure on the humanitarian response to the survivors
of deportation. Namely, local Muslims who tried to give the Armenians food and water
were strictly reproached by the gendarmes (Shirinian 2017: 22). Furthermore, the Armenian
activists who supported the refugees were either arrested or persecuted. The CUP even
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thwarted the international aid programs. The US ambassador who attempted to distribute
the relief funds that had been collected by the US Armenian Relief Committee was
prevented from doing so by the Ottoman government (Mouradian 2019: 252-5).

Even those who could reach Syria alive had to endure the daily threat of death by
attrition. A large number of deportees who were destined for resettlement in Der-el Zor—
one of the major “relocation” sites—were detained in encampments along the Euphrates.
Many of them were put in an impossible position to acquire food and gradually died of
hunger. The camp at Meskene was one of these detention centers. In early February 1916,
the place hosted more than 2,000 tents and about 10,000 persons. Since the government did
not distribute any food, most of the detainees had to live by begging. Those who did not
manage to obtain any bread cooked and ate grass. Moreover, there was no latrine, and all
around the camp was covered with a wide belt of excrements and garbage (Lewy 2005:
223). The deterioration of hygiene conditions inevitably resulted in epidemics of diseases,
which took their heavy toll on the Armenian population.

The German colonial army adopted a similar tactic. On August 11, 1904, when the
Germans gained the decisive victory over the Herero at the Waterberg, a large number of
men, women, and children escaped from the encircling forces and fled into the Omaheke
desert. As the Germans knew what kind of human catastrophe would be played out there,
they expected the desert would complete “the task begun by German weapons.” Von Trotha
ordered his soldiers to occupy all the known water holes around the edge of the desert and
to block all Herero returning from the Omaheke. That was the moment when “the actual
genocidal phase began” (Zimmerer 2008: 47). Trapped in the desert, the Herero frantically
searched for water, only to hasten their death by exhaustion. An eyewitness said that the
trails through the desert were littered with hundreds of carcasses. It is estimated that out of
50,000 and 60,000 Herero who had escaped into the desert, barely 3,000 could survive the
death trap. (Bridgman 1981: 131). The Germans responded to the Nama uprising with the
same strategy of extermination. Their troops systematically occupied watering places,
destroying roughly half of the Nama population by starvation (Zimmerer 2008: 51).

According to Conley and de Waal (2019), who have studied historical cases of artificial
famine, examples of the deployment of mass starvation on the scale of mass extermination
are rare. The Namibian massacre and the Armenian deportation were among those few
unambiguous cases (Conley & de Waal 2019: 705-6). Other examples are the ghettos
during the Holocaust, the Ukrainian Holomodor (1932-1933), and the Nazi Hungerplan
(1941-1945). The ongoing Israeli policy of forced starvation of the Palestinians has
seemingly not yet reached the same level as these cases. The policy shares more
commonalities with the Bosnian case. If one takes into consideration the remarks of Israeli
policymakers on “voluntary” ethnic cleansing, it sounds appropriate to say that, at this
stage, the Israeli siege of Gaza has fallen into the category of the use of starvation for
gaining territorial control. But in light of the fact that in contrast to Srebrenica, where most
of the besieged people could still stay under a roof, a large number of Palestinians have to
bivouac under rubble or flimsy tents, so the situation in Gaza has already gone beyond the
first stage of the siege of Srebrenica and is rapidly approaching the plight of the Armenians
in the concentration camps. The Gazan hygienic crisis also bears resemblance to the
Armenian case.
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V. Conclusions

The comparison of the ongoing Israeli war with the Namibian, Ottoman, and Bosnian cases
leads us to the following findings. First, the prewar conditions of the Palestinians in Gaza
shared many of the colonialist characteristics with the German rule in Namibia. Second, the
provocation of Hamas does not vindicate the scale of Israeli military actions in Gaza. The
Namibian and the Bosnian cases show that not all the victims of genocide were unprovoked
and that the disproportionate reprisals were the basic features of those two genocide cases.
Third, the Israeli allegation of “collateral damage” does not make sense. It is not only
because the wanton destruction of civilian objects is, as the Western leaders admit, a war
crime, but also because they are carried out with the explicit aim of collective punishment.
In this regard, the Israeli action shows a marked resemblance with those of the colonialist
Germans, the CUP, and the Bosnian Serb leadership. Fourth, the massive displacement of
the Gazans displays the same indiscriminate nature as the Armenian deportation and the
Bosnian ethnic cleansing. In both cases, the “evacuations” were carried out with the clear
aim of eliminating the unwanted elements from certain territories. The Israeli pretext of
“safety measures” is almost identical with that of the Ottomans, who took no substantial
measure to protect the deportees and carried out the “evacuations” for purely strategic
purposes. The Bosnian Serbs employed the same hypocrisy. For them, the term
“evacuation” is nothing but a euphemism for ethnic cleansing. Fifth, the Israeli siege,
blockades of humanitarian aid, and exposure of the Gazans to helpless situations are
intentionally creating the conditions of forced starvation, characteristics in common with
the past three cases. The Germans imposed impossible living conditions on the Africans
either by expelling them into deserts or by blocking their access to food and water. The
Ottomans put the Armenians into starving conditions by sabotaging their logistic support,
detaining them in places with no or insufficient access to nutrition, and preventing
international aid. By doing so, they created extremely unhygienic conditions that resulted
in immense human loss. This has a strong resemblance to the contemporary situation in
Gaza. The Bosnian Serbs imposed a similar type of forced starvation on the people in
Srebrenica. They shut the Bosniaks into a small and overpopulated area with an inadequate
food supply and restricted the international aid to the minimal level before finally
eliminating them.

These findings constitute reasonable grounds for the conclusion that the ongoing war has
already shown several key symptoms of genocide. The Israeli military operations have
gone well beyond the initial stages of the Namibian case (confinement in an unsustainable
environment), the Armenian case (mass displacement, mass killings, forced starvation, and
unhygienic conditions), and the Bosnian case (enclosure and siege in a small place,
incessant bombing, and the cutting off of outside aid). If the Israeli campaign goes on
unchecked, it is plausible to believe that it will develop into a full-fledged genocide.
However, as to the question of whether the contemporary stage has already reached such
levels, the answer is skeptical. The proportion of death is, so far, much lower than the
previous cases. Moreover, whether the Netanyahu government is pursuing the policy with
genocidal intention or not is not crystal clear. In light of the consistent remarks of the
Israeli leadership on the mass migration of the Gazans, their intentions seem to remain at
the level of ethnic cleansing. At the same time, however, compared with the ethnic
cleansing during the Bosnian war, the ongoing Israeli war is much larger in scale and akin
to the Armenian case. It is true that the scale of mass starvation in Gaza is gradually
approaching those of the previous three cases. Regarding these developments, it seems
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prudent to call the Israeli war on Gaza an extraordinary immense ethnic cleansing that is on
the threshold of genocide.
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Post-World War Il Japan s Defense Buildup

Plan and the Function of Industry Associations
in Rebuilding the Military Industry : The Trend
of “Domestic Production” of Defense
Equipment from the 1950s to the 1970s

By SHIN-ICHI SHIRATO*

We will examine not only what kind of Japan—U.S. relationship was built through
the strengthening of the defense capabilities of the Japanese Self-Defense Forces
from the end of World War II to the 1970s but also how Japanese industry groups
responded to it during that period. The rearmament of Japan by the Self-Defense
Forces was carried out under the strong control of the United States, based on the
Japan—U.S. Security Treaty. In addition, the beginning of the Cold War and the
Korean War caused a major shift in the U.S. occupation policy. The United States
initially provided many arms for free for the creation of the Self-Defense Forces
and for the enhancement of defense equipment, but to restrain the outflow of
money, it switched from a policy of free to paid armament. In response to this
policy shift towards strengthening self-defense capabilities, Keizaidantai
Rengokai(Keidanren) and Nihon Heiki Kogyokai tried to achieve economic
growth and acquire more advanced technology by taking advantage of the special
demand and the business opportunity of building up the defense capabilities of
the Self-Defense Forces. The “Domestic Production” of arms was important for
these groups. However, even though it is called “domestic production”, advanced
technologies used in fighter planes and other equipment were mainly licensed,
including important parts like black boxes. Therefore, Japan was a long way off
from technological independence.

Introduction

Under the Abe cabinet, which has been in power since 2012, Japan’s security posture has
undergone a series of rapid changes, including the establishment of the National Security
Bureau in 2014, the Cabinet Decision on the “Three Principles on Defense Equipment
Transfer,” which significantly changed the “Three Principles on Arms Exports”, the
Cabinet Decision to change the existing interpretation of the Constitution to allow the
exercise of the right to collective defense, the revision of the Japan-U.S. Guidelines for
Defense Cooperation in 2015, and the passage of the several Security Laws (Security
regime). In 2015, Japan’s security posture began to undergo a major transformation. In
particular, the changes regarding the right to collective self-defense marked a milestone in

* Researcher, Emeritus Professor, Institute for the History of Global Arms Transfer, Meiji University
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that they explicitly advanced the so-called alliance between Japan and the United States. In
this paper, I would like to clarify how the shift in the 2010s can be positioned by examining
how the Japan—U.S. relationship was constructed from the post-World War II period to the
1970s and how Japanese industry responded to this relationship with regard to the increase
in the defense capability of the Self-Defense Forces.

Japan’s postwar reconstruction can be divided into two main processes: one is the process
of reconstruction by the U.S. occupation policy, and following the conclusion of the 1951
Peace Treaty and its entry into force the following year, the other is the process of
reconstruction by the Japanese government after the restoration of independence. The
Japan—U.S. Security Treaty, which was concluded and came into effect at the same time as
the peace treaty, allowed reconstruction to proceed consistently under the strong control of
the United States. To elucidate this point, we will first review the process of change in U.S.
occupation policy towards Japan and the development of Japan’s rearmament from 1945
until the revision of the Japan—U.S. Security Treaty in 1960. The dismantling and
rebuilding of Japan’s military power and the establishment of the Japan—U.S. Security
Treaty are important milestones in this process. Next, we will examine what kind of vision
the industrial world had for the process of dismantling and rebuilding Japan’s military
power, how it lobbied the Japanese and U.S. governments, and how the defense industry
(mainly the arms industry in this paper) actually developed its business, based on the
business development of some companies.

1. Rearmament and defense force development, as evidenced by the shift in
occupation policy towards Japan and the birth of the Self-Defense Forces.

In September 1945, General Order No. 1 of the Supreme Headquarters of the Allied Powers
(hereinafter referred to as GHQ) ordered the suspension of munitions production. The
“Initial Policy toward Japan” also stipulated the demilitarization of Japan and the
elimination of militarism. Furthermore, the E. W. Pauley Reparations Committee delegation
that visited Japan in November of the same year proposed a reparations plan that would
hand over a substantial portion of munitions factories and basic heavy industrial facilities
to neighboring Asian countries and keep Japan’s productive capacity at a level that would
not exceed the standard of living of Asian countries. However, the Truman Doctrine of
January 1947 called for the prevention (i.e., containment) of the expansion of Soviet-
controlled territory, and Secretary of War K.C. Royall’s speech of January 1948 set forth
the direction of promoting Japan’s economic recovery and making it “a deterrent against
the threat of totalitarian war”.! At this point, the U.S. incorporated Japan into its campaign
against socialism and communism centered on the Soviet Union and changed its course
from a policy of holding economic reconstruction to that of neighboring Asian countries to
that of promoting higher productivity and rearmament. In October 1948, the U.S. National
Security Council reflected this change in its “Recommendations for U.S. Policy toward
Japan”, which were sent to the Japanese government as the “Nine Principles of Economic
Stability” and shifted the focus from demilitarization to economic reconstruction. The
reparations were to be lifted in full by the statement from F.R.McCoy, the U.S.
representative to the Far Eastern Commission.2

1 See https://worldjpn.grips.ac.jp/documents/texts/JPUS/19480106.S1E.html.
2 Kihara [1994], p. 55.
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After 1948, the Chinese People’s Liberation Army began a counteroffensive against
Chiang Kai-shek’s Nationalist Army, leading to the founding of the People’s Republic of
China in October 1949. In June 1950, North Korean forces moved the south, triggering the
Korean War, which directly led to the rearmament of Japan by the United States. In
November of the same year and in August of the following year, MacArthur authorized the
lifting of the expulsion of former regular officers of the Army and Navy, allowing them to
be promoted to senior positions in these organizations. In September 1951, the Japan—U.S.
Security Treaty was concluded simultaneously with the San Francisco Peace Treaty, and
while the U.S. expected Japan to gradually increase its own defense capabilities, the
Japanese government allowed U.S. forces to continue to be stationed in Japan to maintain
peace and security in the Far East and to quell civil unrest in Japan. GHQ authorized the
Japanese government to manufacture weapons and announced to lift the designation of
civilian factories designated for compensation, and in April, it announced the return of 850
factories, including aircraft manufacturing facilities.3

To ensure that Japan strengthened its own defense capabilities, emphasis was placed on
the 1954 Japan—U.S. Mutual Defense Assistance Agreement (MSA).4 In March of the
previous year, Secretary of State J.F. Dulles was dispatched to Japan to press for the
expansion of defense capabilities, and in October, a joint statement was issued in
Washington by Liberal Party policy chief Ikeda and Assistant Secretary of State W.S.
Robertson. The statement stated that in relation to the Mutual Security Act of 1951 (MSA
Act), there were constitutional and economic restrictions on Japan’s ability to increase its
self-defense capabilities but that the United States would make every effort to promote
such an increase, that the United States would provide key items of equipment for Japanese
land, sea, and air forces to assist in their formation, and that under the MSA Act the U.S.
would supply $50 million worth of agricultural products (the “wheat fund”), the proceeds
of which would be used to increase Japan’s defense production and industrial capacity in
the form of overseas purchases (extraterritorial procurement) and investments.S Before such
an agreement was reached, however, there was considerable in-depth debate over the
seriousness of Japan’s self-defense buildup.

Before the meeting, the U.S. Embassy asked the Japan Federation of Economic
Organizations (Keidanren) what it thought of the MSA. Keidanren replied that it under-
stood that the MSA included military assistance and defense assistance (economic
assistance), and that for the latter, it would accumulate “wheat funds” ($10 million worth)
in Japan in accordance with Section 550 of the MSA Act, which would be used to
modernize industrial technology and equipment. The U.S. side responded that since the
MSA is a bilateral agreement, Japanese side should specify reasonable measures that could
confirm the increase in self-defense capability that the U.S. was seeking. In the Ikeda-
Robertson meeting, “only the basic policy of economic assistance was agreed to” as a result

3 Keidanren Committee on Defense Production [1964], p. 292.

4 In 1951, the U.S. enacted the Mutual Security Act, which obligated countries receiving U.S. assistance to
make efforts to defend themselves and the free world, and this act also required Japan to increase its defense
capabilities in concluding the MSA between Japan and the U.S. (https://www.digital. archives.go.jp/das/image-j/
F000000000000000108228, Defense Production Board [1964], pp. 64-75, Kondo and Osanai [1978], p. 221).

5 Prior to this, an exchange document between the U.S. and Japanese governments published in June 1953
clarified the relationship between the degree of Japan’s self-defense capability and the aid sought by the U.S. The
Defense Production Board, in its “General Request Opinion on Acceptance of MSA,” in July, requested the
conclusion of an MSA aid agreement while mentioning the positive significance of extraterritorial procurement.
Ten million dollars out of the agricultural products to be supplied in the Ikeda-Robertson talks was to be available
to finance the modernization of weapons production facilities (Keidanren Committee on Defense Production
[1964], p. 67; Kondo and Osanai[1978], p. 221).
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of the Japanese side presenting its First Defense Force Buildup Plan under consideration
and explaining its goals of 180,000 troops on land, 124,000 tons at sea, and 1,300 aircraft.

Thus, Japan's rearmament efforts rapidly progressed in response to U.S. demands and
assistance in the wake of the Korean War. In 1952, the year the Japan—U.S. Security Treaty
came into effect, the Police Reserve Corps was renamed the National Guard Corps, and its
ground forces were increased to a capacity of 110,000 and equipped with tanks and
howitzers. In maritime defense, frigates and landing support boats were borrowed from the
U.S. military and used to form a defense force for guards. It was not until the establishment
of the Self-Defense Forces under the Defense Agency in July 1954 that the SDF became a
three-military organization consisting of land, sea, and air forces. At the time of its
establishment, the SDF seemed to have 139,000 personnel on land, 16,000 personnel and
58,000 tons of naval vessels at sea, and 6,738 personnel and 148 aircraft in the air. It can be
said that the SDF strengthened its self-defense capabilities in line with the Japan-U.S.
MSA.7

The government will consider a draft five-year defense force Buildup plan for the Self-
Defense Forces, but in 1956, the National Defense Council was established as an advisory
body for the prime Minister, and the following year, the “Basic Policy for National
Defense” was decided there. The National Defense Council formulated the basic policy for
national defense and the National Defense Program Outline. This council committee
consisted of the prime minister, the deputy prime minister, the ministers of foreign affairs
and finance, and the directors-general of the Defense Agency and the Economic Planning
Agency, among others.8

It states that “the defense force shall be developed gradually and efficiently to the extent
necessary for self-defense, in accordance with national strength and conditions”. Based on
this, in 1957, the Council of National Defense and the cabinet meeting determined the
“Defense Force Buildup Plan” (primary Defense Buildup Plan) for the 1958-1960°. Table 1
shows the objectives set in the Defense Buildup Plan (hereinafter abbreviated as DBP)
implemented over the four plans periods. It shows the target figures and their actual results.
In the Ground Self-Defense Force (hereinafter abbreviated as GSDF), the target of 180,000
active Self-Defense Force personnel has been consistently and the goal of the Tertiary DBP
was almost achieved. The Guided Missile Unit has been newly established since the
Secondary DBP. Guided Missile Unit (GMU) has remained on target, although it has been
added as a new piece of equipment. The Maritime Self-Defense Force (MSDF) was on
target in the initial and fourth rounds of DBP. In particular, the target for the fourth DBP
had to be changed midway due to major economic fluctuations!?. In the Air SDF (ASDF),
the focus is still on aircraft buildup. In the case of primary DBP, although the number of

6 Kondo and Osanai [1978], p. 238.

7 The size of the SDF at the time of opening is according to the official website of the Air Self-Defense Force
(https://www.mod.go.jp/asdf/about/organization/).

8 In 1972, the Minister of International Trade and Industry, the Director General of the Science and Technology
Agency, and the Chief Cabinet Secretary were added to the council.

9 Keidanren Committee on Defense Production [1964], p. 165.

10 At the National Defense Council and Cabinet meetings in December 1975, it became clear that it would be
difficult to achieve the targets for major equipment, and it was decided to postpone the following reductions: 31
Type 74 tanks from the originally planned 280 to 249; 60 Type 73 armored vehicles from 136 to 76; 17 naval
ships from 54 to 37; and 42 support fighter aircraft from 211 to 169. The Defense Agency [1976], p. 159).
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Tablel Objectives and Achievements of the 1-4th Defense Buildup Plans

Ground Self-Defense Force Maritime Self-Defense Force Air Self-Defense Force
Self-defense Reserve Guided missile Naval vessels Guided missile
personnel Officers unit (ten thousand tons) Aircraft Aircraft unit
(mn) (mn) (squad) ) ) (squad)
taract track taract track (aract track taract track taract track taract track taract track

8¢ record &¢ record &¢ record 8¢ record &¢ record 8¢ record ge record
pl"g:';ré’oDBP 180,000 | 170,000 | 15,000 | 15,000 124 | 112 222 218 | 1342 | 1,133
secondary DBP
1962-66 180,000 | 171,500 | 30,000 24,000 2 2 14.4 14.0 235 239 1,036 1,095 2 2
‘T;‘é@‘_ﬁ?w 180,000 | 179,000 | 39,000 | 36,000 4 4 14.2 14.4 220 250 880 940 4 4
s DB 1 150,000 | *154,805 8 8 214 | 198 | 210 | 200 | 770 | 840 6 5

*k The number of Ground Self-Defense Force officers in the Quaternary Defense Plan is the figure from the
Defense Agency[1977],p.177.
- In March 1977, the Air Self-Defense Force had 881 Aircrafts(see Defense Agency[1977],p.184.

- Source: Figures from Asagumo Shimbun [2022] (viewed ) were used for the primary through quaternary
plans. However, the target for the quaternary plan was lowered in December 1975 dut to rapid changes in

the economic environment.

aircraft scheduled to enter service did not reach the target number due to the short three-
year period, it is clear that the target number of aircraft is rapidly being met, supported by
the U.S.government’s cost sharing and other factors.

Table 2 Total Procurement Results by Defense Agency Item(Central Procurement)

Defense total amount
Buildup period(fy) (100 million yen) main product lineup
Plan
. aircrafts54% telecommunications12%
primary DBP 1958-60 2,301.7 vessels12%  wapons10%

aircrafts24% telecommunications14%
secondary DBP 1962-66 4,757.7 vessels11% weapons12%
prototype2.3%=10.9billion yen

aircrafts35% telecommunications14%

tertiary DBP 1967-71 10,864.1 vessels8% weapons8% guided weapons7%
prototypel.7%=25.5billion yen

aircrafts39% telecommunications13%
quaternary DBP 1972-76 17,557.0 vessels10% weapons5% guided weapons 6%
prototype2.4%=41.3billion yen

- Guided weapons prior to 1967 are included in weapons.
- Prototypes prior to 1962 are included in each of the applicable items.
- Source: Figures for total value and major commodities are from Kihara [1994], pp.92-93.

Table 2 shows the budget amount and main item composition for the procurement of
defense equipment for central procurement in each DBP. Let us examine what kind of
equipment was strengthened at each stage, referring to this table. The period of the primary
DBP coincided with the revision of the security treaty by the Kishi cabinet, which was a
period of “political season”. The contents of the primary DBP, which called for the buildup
of a minimum necessary self-defense force (“core defense force”), included 180,000 GSDF
personnel, 124,000 tons of MSDF vessels, and 1,300 ASDF aircraft at a total cost of 404.1
billion yen, with “a significant portion of the equipment” to be provided by the United
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States.!! Prime Minister Kishi travelled to the U.S. with this DBP to gain the approval of
the U.S. side and reached an agreement to withdraw U.S. ground forces from Japan and to
make adjustments towards the revision of the security treaty. In August 1957, the Pentagon
announced the withdrawal of U.S. ground forces from Japan, and the withdrawal was
completed in February of the following year. Although aircraft were prominent in the item
mix, the U.S. grant of aircraft was significant.

The new Japan—U.S. Security Treaty concluded in January 1960 stipulated in Article II
the promotion of economic cooperation, Article III the strengthening of Japan’s defense
capability, and Article V the obligation of the United States to defend Japan, as well as the
obligation of Japan to defend itself and U.S. forces within Japan in the event of an armed
attack. It also stipulated that the treaty could be terminated by either party upon notice of
termination 10 years after its entry into force.!2

In July 1961, the Secondary DBP, which had been postponed due to growing opposition
to the revision of the Security Treaty, was decided at the National Defense Council and
cabinet meetings. The Secondary DBP was to cover the five-year period from 1962 to
1966, coinciding with the start of the Ikeda cabinet’s income-doubling policy, the start of
the U.S. bombing of North Vietnam, and the Vietnam War in full swing. The basic policy
was to “focus primarily on qualitative enhancement of defense capabilities,” including the
modernization of equipment, enhancement of mobility, improvement and enhancement of
logistical support systems, stockpiling of ammunition and ammunition for combat,
introduction of anti-aircraft equipment, and promotion of technological research and
development. The goals for Secondary DBP included 180,000 GSDF (13 divisions) and
30,000 reserve SDF officers, 143,000 tons of MSDF vessels, approximately 1,000 ASDF
aircraft, four surface-to-air guided missile battalions (two each of Nike and Hawk), an
average annual increase in Defense Agency expenses of 20.5 billion yen, and the
achievement of the Secondary DBP. The total maintenance cost required was 313.5 billion
yen, the total defense budget was 1.16 trillion yen, and research and development and
domestic production of new equipment was considered important for achieving this DBP.13
During this period, the U.S. switched from grant aid for equipment to paid aid under the
Kennedy administration, due to the worsening balance of payments that became a reality
from 1962 onward.!4

The U.S. intervention in Vietnam escalated with the start of the bombing of North
Vietnam, and U.S. military bases in Japan and Okinawa became more important as sortie
bases. In November 1966, the National Defense Council and the cabinet decided on the
outline of the Tertiary DBP (1967-71), and in March of the following year, the main items
and budget scale for the Tertiary DBP were decided. This was the latter half of the period
of rapid economic growth and the period when Prime Minister Sato’s negotiations for the
reversion of Okinawa to Japan, which was to be “nuclear-free and comparable to that of
mainland Japan,” were in full swing. As in the case of the Secondary DBP phase, the
general policy called for the enhancement and reinforcement of the SDF’s ability to
respond to invasions of local or sub-local scale with conventional weapons and the

11 Keidanren Committee on Defense Production [1964] pp. 165,166, Japan Association of Arms Industry
[1983] p. 8.

12 See https://www.archives.go.jp/ayumi/kobetsu/s35 1960 01.html.

13 Keidanren Committee on Defense Production [1964] pp. 160, 257, 267-270; Japan Association of Arms
Industry [1983] p. 11.

14 About 45% of the equipment procurement value in FY1950-61 was provided by U.S. grant aid, but the grant
aid ended in FY1969. Domestic procurement has accounted for more than 80% since the mid-1960s, and almost
90% in the 1970s (Tomiyama [1979], p. 39).
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construction of elite units. It also called for the promotion of technological research and
development, equipment modernization, the improvement of domestic technological
standards, and the appropriate domestic production of equipment. In the maritime sector, to
strengthen defense capabilities in the surrounding seas, the MSDF was to build 14
destroyers, including those carrying ship-to-air guided missiles and helicopters, and 56
naval vessels, including five submarines, totalling 48,000 tons, as well as 60 fixed-wing
anti-submarine aircraft, 33 anti-submarine helicopters, etc. In the airspace, two squadrons
each of surface-to-air guided missile, Hawk, and Nike Hercules equipped units were to be
formed, and preparations were also made to form one squadron each. In addition, to
improve the air defense strike capability, the selection of new fighter aircraft models and
their maintenance were initiated. The plan also called for the development of 55 aircraft, 4
naval vessels, and supersonic advanced training aircraft in Japan to improve the education
and training system and rescue system. Total defense-related expenditures were projected
at about 2.34 trillion yen.!5 Overall, the plan emphasized anti-submarine and air defense
capabilities and was in line with the intentions of the United States.

In April 1971, the Defense Agency, under the leadership of Defense Minister Nakasone,
announced the Quaternary DBP(1972-76). This was a period of dramatic changes,
including the 1970 Security Treaty, the shift to a floating exchange rate system, the
restoration of diplomatic relations with China, the return of Okinawa to Japan, the oil
crisis, the end of Japan’s rapid economic growth, and the end of the Vietnam War. Again,
the goal was to establish a defense system capable of dealing with an invasion by
conventional weapons in a localized warfare situation, and the budget was expected to be
more than twice the amount of the 3rd DBP, 5.2 trillion yen, with an emphasis on the
modernization of ground equipment, domestic production of equipment, and research and
development. However, due to the collision between an SDF aircraft and an All Nippon
Airways plane in July of the same year and the impact of the dollar crisis, the total cost was
lowered to 4.63 trillion yen in the Fourth DBP outline decided the following year. The main
equipment items were as follows: (1) GSDF: 280 tanks, 170 armoured vehicles, 90 self-
propelled guns, 159 operational aircraft including 154 helicopters, and 3 surface-to-air
guided missile hawks; (2) MSDF: 13 escort ships including 2 helicopter-carrying destroyers
and 1 ship-to-air missile escort ship, In addition, 5 submarines, 1 supply ship, and various
other vessels for a total of 54 ships; approx. 69,000 tons; (3) ASDF: 3 units equipped with
Nike J surface-to-air guided missiles, 46 fighter aircraft with improved warning capability
and modernization, 68 support fighters, and 24 transport aircraft.!¢ In the same year,
Okinawa returned to the mainland, Japan-China diplomatic relations were restored, and
Minister of International Trade and Industry Tanaka announced his “Theory of Remodeling
the Japanese Islands.” In 1973, the oil crisis occurred, and the defense industry was hit by
the frenzy of prices!?. The result of the emphasis on R&D can be seen in the increase in
expenditures on prototypes in Table 2. At any rate, the quaternary DBP, which faced major
economic changes, differed from the conventional maintenance plan, as described above,
and was forced to be drastically scaled back at a defense conference and cabinet meeting
held at the end of 1975.

With Japan’s rapid economic growth, defense equipment was steadily upgraded from the
primary DBP through the tertiary DBP, even though “exclusive defense” was the basic
policy. In fact, the actual total amount of procurement by item for the Defense Agency was

15 See https://www.cas.go.jp/jp/gaiyou/jimu/taikou/4 3jibou.pdf.
16 Japan Association of Arms Industry [1983], pp. 18,19
17 Japan Association of Arms Industry [1983], p. 19.
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230.17 billion yen for the primary DBP (FY 1958-60), 475.77 billion yen for the secondary
DBP (FY 1962-66), and 1.09 trillion yen for the tertiary DBP (FY 1967-71), The quaternary
DBP (FY1972-76) was 1.75 trillion yen. The total amount raised in each period was more
than twice that of the immediately preceding DBP up to the tertiary DBP, but in the case of
the quaternary DBP, it was only 1.6 times that of the tertiary DBP. Nevertheless, Japan’s
SDF had reached a level of strength that was quite impressive in the world!8,

In April 1967, at a meeting of the House of Representatives Accounts Committee, Prime
Minister Sato, in his answer to a question regarding the export of the Pencil Rocket
developed at the University of Tokyo, stated that exports of weapons and other items were
not allowed to the Communist bloc, countries prohibited by UN resolutions, parties to
international conflicts, and other countries under the Operational Guidelines for Export
Trade Control Orders and other regulations. This later came to be known as “the Three
Principles on Arms Exports”, which reminded the arms industry that overseas markets were
severely restricted.

2. Keidanren" and Japan Association of Arms Industry’s efforts to rebuild the
defense industry

In this section, we will elucidate the role of the Japanese industry in the reconstruction of
the defense industry. Although the defense industry encompasses industries involved in the
production and distribution of a wide range of goods and services supplied for military use,
this section will limit its examination to industries involved in weapons production. In ad-
dition, we will focus on the roles of the Keidanren Committee on Defense Production
(hereinafter abbreviated as CODP) and the Japan Association of Arms Industry (hereinafter
abbreviated as JAAI) as the industry’s response.

After the defeat of the war, the U.S. forces moved into Japan, and the occupation policy
developed under the indirect rule of GHQ. In December, the interim report of the E. W.
Pauley reparations mission stated that the Japanese economy should be maintained at a
minimum level. Japan will be liable for compensation for the removal of machinery and
equipment unique to the munitions industry. The policy for handling compensation was to
transfer the assets to the country that Japan was responsible for the compensation and to
make effective use of the assets. The Far Eastern Commission’s statement in May was the
starting point, and the properties subject to compensation in each industrial sector were
placed under the control of GHQ by order of the Far Eastern Commission. The results of
this process were a series of decisions on the facilities to be compensated for in 11 sectors.
As a result, military arsenals and aircraft factories, civilian arms factories and basic heavy
industrial facilities were planned to be removed one after another as designated reparations
factories. In January 1947, the Far Eastern Commission set the standard of living of the
Japanese people at the level of 1930-34, and therefore, the economic revival of Japan after
the removal of the designated factories for reparations was expected to have a very difficult
time recovering. Not only the Japanese government but also the U.S. viewed such removal

18 Kihara [1994] pp. 92, 93.

19 Keidanren (Japan Business Federation) was formed in August 1946 as an organization representing the
business community, with national and industry-specific economic organizations as regular members and
individual companies as supporting members. The Japan Federation of Economic Organizations, which was
formed in 1922, was dissolved and joined Keidanren in order to unify economic organizations and negotiate with
GHQ.
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as undesirable. In the end, with the Truman Doctrine and the Royall Secretary of War’s
speech, as already mentioned, the U.S. occupation policy shifted. Shifting its focus from
the designation and removal of factories for compensation to Japan’s economic recovery, in
May 1949, F.R. McCoy, the representative to the Far East Commission U.S. announced the
suspension of collections under the interim compensation plan.2

On the other hand, Japanese companies that had focused on munitions production during
the war were unable to continue their operations due to the order to cease munitions
production and were forced to rebuild their businesses through civilian production.
However, the loss of overseas assets and the GHQ’s policy of terminating wartime
compensation (imposition of a special wartime compensation tax) caused many related
companies to face business crises, and the Japanese government was forced to take relief
measures through the Corporate Accounting Emergency Measures Act and the Corporate
Restructuring and Improvement Act.2! In this process, the change in U.S. occupation policy
and the outbreak of the Korean War brought about a turning point, which triggered the
peace issue and the movement of Japanese economic organizations in response to the
special procurement boom. Although munitions production had been halted following the
defeat in the war and was subject to demolition and dismantling, the Cold War and the out-
break of the Korean War brought about a major change in occupation policy, and munitions
production and even weapons production were suddenly resumed. Table 3 shows that
CODP, JAAI, and other organizations lobbied GHQ and the government. The following
section examines the relationship between the requests submitted by these organizations to
GHQ and the Japanese government and the subsequent defense industry.

Table 3 List of Requests and Recommendations of KEIDANREN CODP and JAAI

year | month matters
1951 1 |Keidanren announced "Basic Requests Regarding the Peace Treaty"

1 |(Japan-U.S. Economic Alliance Roundtable established as a special Keidanren
organization — reorganized as the Economic Cooperation Roundtable in 52.8;
Defense Production Committee and other committees established)

3 |Keidanren's Opinion on Japan-U.S. Economic Cooperation Readiness

3 |Keidanren's 8th General Meeting resolution, "Our resolve on the occasion of our
return to the international community"

10 |(Japan Technology Production Cooperation Association established — 52.7

Weapons Production Cooperation Association — 53.10 JWIA — 88.9 Japan Defense
Equipment Industries Association)

1952 2 |Keidanren requests opinions on administrative agreements

3 |Keidanren announced "Opinion on Measures to be Taken by the Government

for Japan-U.S. Economic Cooperation"

6 |Keidanren announced "Opinion on various issues related to U.S. military
procurement"

10 |CODPannounced Opinion on Urgent Requests Concerning the Utilization of
State-Owned Military Industrial and Other Facilities

20 Ministry of Foreign Affairs [2017] pp. 1432-1439.

21 In November 1945, GHQ ordered the termination of wartime compensation to companies on the grounds
that “it should be known that war is not profitable from an economic standpoint” and the Japanese government
was eventually forced to accept the order in July of the following year (SCAPIN337ESS/FI, “Removal of War
Profits and Fiscal Reconstruction” (Financial History Office, Ministry of Finance [ 1981] pp. 517-519)). The
number of special accounting companies that were required to submit development plans under the Corporate
Reconstruction and Development Law for approval was 5114 as of November 1948 (Fiscal History Office,
Ministry of Finance [1983] pp. 753,814).
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CODP announced Opinion on Requests Concerning Domestic Production of
Aircraft Ordered by the National Security Agency, Opinion on Requests Concerning the
Service Life of Aircraft, Weapons, and Other Manufacturing EquipmentCODP

CODPannounced "A Proposal on Defense Force Buildup" and "Research
Material on Defense Production"

JAAI submitted "Requests to U.S. government agencies in Japan regarding
special procurement"

CODP announced "Requests to the government regarding requests to the U.S.
Air Force, etc."

CODP announced "Requests and Opinions regarding special procurement
contract conditions, etc."

CODP announced "General Requests Regarding the Acceptance of MSACODP"

CODP announced "Memorandum of Understanding on Securing Working Capital
for Special Demands Weapons"

CODP announced "Requests Concerning the Establishment of Machine Tool
Foundations" and "Securing Funds for Equipment Related to Defense Production"
CODP announced "Opinion on the Development of the Aircraft Industry"

CODP announced "Opinions on the development of the defense production

system" —55.1 CODP published "Analysis of the Current Status of Japan's Defense
Production Sector"

JAALI submitted "Opinions on fostering the arms industry" to MITI and the

Economic Deliberation Agency"

(JAAI and MITI jointly organized a two-month tour and survey of U.S. firearms

and ammunition production facilities by engineers from member companies)

(An arrangement between U.S. and Japanese contractors for the domestic

production of jet aircraft was established. CODP worked hard to achieve this based on an
informal proposal from the U.S. Far East Air Forces Command.)

CODP distributed "The Necessity of Self-Defense Forces and the Role of Defense
Production". JAAI submitted its opinion on the establishment of a defense production
system to the U.S. and Japanese governments

GM (Guided Missile) Roundtable Meeting by CODP, JWIA, Japan Aviation

Industry Association, etc. submitted opinions on GM research policy

JAAI submitted "Opinion on Current Issues in the Arms Industry" to the Minister of
International Trade and Industry

KEIDANREN Vice President Kogoro Uemura submitted "Problems in the Industrial
Structure of Japan and the Defense Industry" (KEIDANREN Monthly Report)

JAAI submitted "Urgent Request for Continued Production of Ammunition"

JAALI submitted "Request for the Establishment of Defense Industry" to the

Minister of International Trade and Industry, the Economic Deliberation Agency, and
the ruling party.

CODP submitted the "Draft Guideline for Maintenance of Ammunition

Manufacturing Facilities" to the government and announced the necessity of maintaining
self-defense forces and the role of defense production.

JAAI submitted "Opinion on the Handling of Industrial Property Rights for Weapons
Research and Prototype Commissioning Ordered by the Defense Agency" to the Defense
Agency.

"JAAI established a new Technical Advisory Board and a Radar Research Group
(research on domestic production of equipment).”

JAALI petitioned the U.S. Far East Command and the U.S. Embassy to continue

ordering additional arms and ammunition, and petitioned the Defense Agency in June to
increase ammunition procurement

(KEIDANREN dispatched an economic cooperation goodwill civilian mission to
Southeast Asia. It was also intended to study the export market for equipment.)
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CODP submitted a "Request for the Establishment of Basic Policies for the
Development of the Aircraft Industry".

JAAI was commissioned by the National Defense Council to conduct "research

and study of various problems related to the procurement of equipment" (report
submitted in 1958.5).

CODP issued an opinion paper on the early determination of the next fighter aircraft
model.

CODP requested that a bill for the promotion of the aircraft industry be submitted

to the current Diet session— Aircraft Industry Promotion Law was promulgated in
1958.5.

CODP proposed the establishment of a Defense Industry Study Group. This study
group was formed by CODP, JWIA, Aircraft Industries Association, and GM Council.
CODP submitted ""Request for Continuation of Measures to Maintain Firearms and
Ammunition Manufacturing Facilities".

(The Economic Cooperation Roundtable was dissolved.) (Japan Aircraft
Manufacturing Co. was established.)

(A Market Measures Committee consisting of 10 leading trading companies and

the Japan Machinery Export Association was established within the CODP.)

(A survey team of the rocket industry under the jurisdiction of MITI was

dispatched to Europe and the U.S., which included members of the CODP Council
Office.)

CODP and JWIA jointly proposed a "Request for a long-term lump-sum contract
system for arms".

(The Advisory Council for the Domestic Production of Defense Equipment was
established, and this advisory council submitted eight opinions in September.)

The Advisory Council on Domestic Production of Defense Equipment, consisting of
the Keidanren, the Liberal Democratic Party, and related government agencies, issued
"Opinions on the Basic Policy for Domestic Production of Defense Equipment."
CODP submitted "Opinion on Arms Export".

(In order to transform JAAI from a defense business guidance and development
organization to a business-centered economic organization, a representative of a main
member company was appointed chairman.)

CODP issued "Opinion on Continued Production of F-104 Fighter Aircraft". (The
GM Council was reorganized as the Rocket Development Council.)

JAAI submitted "Opinion on the Suspension of Grant Aid to Japan" to the Director
General of the Defense Agency.

JAAI Operations Committee released "Opinion on Domestic Production of
Equipment and Development of Defense Industry".

JAAI submitted "Request for the Connection Production between Secondary DBP and
Tertiary DBP and the Contents of the Next DBP" to the Director-General of the Defense
Agency.

JAALI submitted "Request for Tertiary DBP" to the Director General of the Defense
Agency.

JAAI submitted "Request for Long-Term Lump-Sum Contracts for Equipment" to

the Defense Agency

JAAI submitted "Request for Dollar Defense" to the Defense Agency.

JAALI submitted "Request for Cost Accounting of Equipment Procurement" to the
Defense Agency

JAAI cooperated with CODP and organizations related to defense production to
conduct a survey after the start of TertiaryDBP.
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1970 6 |JAAI submitted "Request for Quatery DBP" to the Director General of the Defense
Agency.

8 |CODP released "Opinion on the Next DBP".
10 |JAAI submitted "Opinion on the Revision of Laws and Regulations Related to the
Arms Manufacturing Law".

11 |[JAAI submitted "Opinion on the Defense Agency's Three Policies on the
Production and Development of Equipment".

- KEIDANREN (Japanese Business Federation) Committee on Defense Production is abbreviated as CODP
and Japan Association of Arms Industry is abbreviated as JAAIL

- Defense Buildup Plan is abbreviated as DBP.
- The items are mainly based on CODP [1964] and JAAI [1983], but not all requests, etc. are filled in.

(1) Establishment of the Keidanren’s Committee of Defense Production (CODP)

In August 1950, the U.S. Far East Command established a Logistics Command in Japan
and began placing orders for fuel tanks, napalm tanks, and other equipment. In January
1951, when Special Envoy Dulles came to Japan to conclude a peace treaty, Keidanren
requested not only emergency procurement for the Korean War but also economic
assistance and development of economic cooperation after peace.?? To this end, in February,
Keidanren, in consultation with GHQ, established the Japan—U.S. Economic Alliance
Roundtable to “formulate a private-sector approach to the basic principles of Japan—U.S.
economic cooperation. In March 1952, GHQ lifted the ban on the manufacture of weapons
in Japan, allowed the repair and manufacture of aircraft and weapons, and lifted the
compensation designation of former military arsenals and civilian weapons factories,
among others, so that the U.S. military could procure finished weapons (from May 1952).
The organization was expanded and strengthened from a forum for general economic
cooperation to one that dealt with comprehensive and realistic issues, such as armaments,
defense policy, and Asian reconstruction and development, and its name was changed to
the Council for Economic Cooperation.?> According to the organization’s establishment
outline, the purpose is “to cooperate in strengthening defense production in the Far East
region in partnership with the United States and other countries, and to cooperate in the
reconstruction and development of Southeast Asia with Japan’s industrial capabilities and
technology, etc.” The organization will work in constant collaboration with Japanese and
U.S. government agencies and related private organizations to discuss private sector
opinions and basic policies for cooperation and to formulate and implement the research
and implementation of specific measures. The organization was to cooperate in the
formulation of basic policies for private sector input and cooperation and in the study and
implementation of specific measures.2* The council had three subcommittees: general
policy, Asian reconstruction and development, and defense production, whose members
consisted of more than 30 executives from leading Japanese companies at the time. When

22 March 1951, Japan—U.S. Economic Partnership Roundtable, “Opinions on the Cooperative Posture of the
Japanese and U.S. Economies” (Keidanren Committee on Defense Production [1964], p. 7).

23 Although this was before the establishment of Keidanren Committee on Defense Production, the Round-
Table presented the “Requested Opinions on Administrative Agreements” to the U.S. side in February 1952 and
obtained an understanding that the U.S.-Japan Joint Committee, which serves as an operational coordinating
body for the administrative agreements associated with the Japan—U.S. Security Treaty, would discuss
coordination, dispute settlement, contract methods and compensation for losses in the extraterritorial procurement
of U.S. forces (Kondo and Osanai [1978], p. 225).

24 Keidanren Committee on Defense Production [1964], pp. 44-47.
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the U.S. began calling for the conclusion of an MSA between Japan and the U.S. to build a
mutually defensive Japan—U.S. relationship based on the Mutual Security Act and to
strengthen Japan’s self-defense capabilities, this organization actively advocated for the
conclusion of such an agreement.

CODP formed within Keidanren’s Council for Economic Cooperation, is a central
organization in the development of Keidanren’s line. As mentioned above, it was
established in August 1952 when the council was reorganized, and it became an important
body for disseminating Keidanren’s proposals on the defense industry and defense issues.
Initially, CODP was chaired by Kiyoshi Goko (former president of Mitsubishi Heavy In-
dustries, Ltd. and advisor to the Japan Industrial Council), and permanent members includ-
ed representatives of leading companies, such as Mitsubishi Heavy Industries, Komatsu,
Nippon Kayaku, and Hitachi, Ltd. The committee then established specialized committees
on weapons, ships, aircraft, explosives, electricity, fuel, machinery, funds, and service life,
each chaired by a representative of a leading company in the industry, such as Taizo
Ishizaka, president of Tokyo Shibaura Electric Co. In addition, a deliberation room was set
up in CODP, with Kogoro Uemura, advisor to Keidanren, as head of the office, and former
military officers familiar with equipment, including Zenshiro Hoshina, former lieutenant
general of the navy and director general of the Ordnance Bureau of the Ministry of the
Navy, Sadanori Harada, former lieutenant general of the army and director general of the
Air Weapons Directorate I, Ministry of Munitions, and Masao Yoshizumi, former lieutenant
general of the army and director general of the Military Affairs Bureau of the Army
Ministry, as members, as well as assistants including a former military officer of the rank
of colonel and a former military officer of the rank of engineer. In addition, a general-level
former military officer was selected as a technical advisor, and Haruji Kan, a former
lieutenant general and director of the Army Ordnance Administration Headquarters and
vice president of the Weapons Production Cooperation Association (see below), was added
as a technical advisor.25 Such a lineup would appear to indicate that CODP was attempting
to create a full-fledged roadmap for getting weapons production off the ground in Japan
and developing the defense industry.

After the Peace Treaty came into effect, the U.S. began to strongly urge Japan to
strengthen its self-defense capabilities and switch from grant aid to paid aid, with a view to
concluding an MSA as a way of providing assistance to Japan. Korean special procurement
had restarted Japan’s military production, but the extent of its potential and the extent to
which the Japanese government and industry were willing to enhance Japan’s self-defense
capabilities had not yet been confirmed. The Yoshida cabinet of the time expected as much
U.S. assistance as possible for economic reconstruction while allowing U.S. forces to
remain in Japan, and when the armistice talks began in July 1951, industry also expected
new assistance (new special procurement) to replace the Korean special procurement.26
CODP decided to compile the gradual increase in defense force required in line with the
security treaty into a proposal with detailed specific numerical targets and present it to the
government and U.S. branch office as reference material to help plan the ordering of
special procurement. The “Draft Proposal on Defense Force Development” and the

25 Keidanren Committee on Defense Production[1964], pp. 42-48; Kondo and Osanai [1978], pp. 216, 218-220.

26 Regarding the special demand for Korea, Nakamura Takafusa and Yoshio Asai indicate $592 million and
$740 million, respectively, for the period from the start of fighting in June 1950 to the end of large-scale fighting
with the start of armistice talks in July of the following year. In any case, the impact of the special demand paid
in dollar amounts must have been large when exports in 1950 and 1951 were $800 million and $1.4 billion per
year, respectively (see Nakamura [2012], p. 569 and Yoshio Asai [2003]).
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underlying “Survey Data on Defense Force Production” submitted in February 1953 .27

According to the “Draft” and the “Survey Data,” the scale of the defense force targeted to
be achieved five years later, in FY 1958, would be 300,000 troops in 15 divisions, with
equipment equivalent to 30 divisions for the ground forces, 70,000 troops in 290,000 tons
of naval vessels for the sea forces, 130,000 troops in 3,750 aircraft for the air forces, and an
annual average cost of 480 billion yen. The total cost would be 2.9 trillion yen. However,
such defense expenditures “cannot be borne in their entirety by our national economy”
(annual defense expenditures/projected national income = 7.3-10.2%), and the
corresponding “production capacity of Japan’s defense industry cannot be developed in a
given period. The report concluded that Japan’s defense expenditure, which it could finan-
cially bear, would be about 56% of the target, or 1.6 trillion yen (3.8 to 4.9% of projected
national income), and that the remaining 44%, or 1.3 trillion yen ($3.5 billion), would have
to be provided by the United States. The $3.5 billion in U.S. dependence consists of 559
billion yen ($1.5 billion: naval vessels, aircraft, and other specific weapons = tanks, anti-
aircraft guns, some underwater weapons, etc.) in kind and 710 billion yen ($2 billion) in
financial assistance. For all equipment (tanks and firearms) for the ground forces, Japan
depended on the U.S. It also did for more than 80% of the construction cost of naval
vessels for the maritime forces, including in-kind donations, and for half of the aircraft in
the air forces, including in-kind donations. So the initial stage was envisioned to be
overwhelmingly dependent on the U.S.28

This “tentative plan” was prepared by the above-mentioned deliberation room, and since
experts from the army and navy who were in charge of logistics during the war joined the
committee, it was a very elaborate draft plan and was also large enough to aim at the
creation of a self-defense force that could stand on its own.2° However, it was unrealistic at
the time to assume such an injection of funds and grant aid on the part of the United States.
Even within CODP, which prepared the “draft”, there were some who questioned the plan,
but it was nevertheless published without any reduction. It can be said that the plan
reflected the unity of interest between the ex-servicemen and industry, despite the
differences in perception between the two. In other words, ex-servicemen who had
experienced wartime control and mobilization envisioned a military force capable of
defending itself, while the industrial world aspired to economic development and a stable
expansion of the defense industry through the continuation of special procurement demand
and were eager for new business opportunities through U.S. grant aid for Japan’s self-
defense buildup and increased aid to the Southeast Asian region. It is believed that both
sides had a common interest in drawing more U.S. assistance.

In preparation for the conclusion of the four MSA-related agreements, the Japanese and
U.S. governments also worked out a plan to enhance Japan's defense capabilities and the
nature of U.S. assistance. Prior to the Ikeda-Robertson talks mentioned above, CODP
proposed the “General Opinion on Acceptance of MSA” in July 1953, emphasizing that
Japan had a natural responsibility to improve its self-defense capability on its own initiative
and that MSA assistance should be used to systematically introduce special demand as a
transitional measure until Japan achieved economic independence. The committee also
expressed its support for the conclusion of the MSA by the industry, arguing that not only

27 Keidanren Committee on Defense Production [1964], pp. 93-105. As for the position of this “Tentative
Plan,” Ishii [2003] also sees it as a “rearmament plan” for the acceptance of MSA assistance.

28 Defense Production Board [1964], pp. 91-105.

29 Senga Tetsuya, then secretary general of the Defense Production Board, later recalled that the “Tentative
Plan” was “a very brave idea to cooperate with the U.S. on an equal footing” (Kondo and Osanai [1978], p. 229).
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U.S. arms assistance but also extraterritorial procurement would promote the development
of the defense industry and be useful not only for national defense but also for supplying
arms to the Southeast Asian region.

After the four MSA-related agreements were signed in March 1954, CODP proposed
“Requests and Opinions Concerning the Development of the Defense Production System,”
which requested that defense production should be planned, that the goals of defense
industry development should take into consideration not only the SDF but also the renewal
of equipment and the replenishment of supplies for free nations in the Far East region, and
that subsidies for research and development costs should be provided. The committee also
requested subsidies for research and development expenses, special tax measures, financial
facilities, and subsidies for long-term contracts, etc.3 As already mentioned, when the
Defense Agency was established in the same year and became the controlling organization
for the Ground, Maritime, and Air Self-Defense Forces as a self-defense force, it further
continued its building activities, calling for a longer-term and systematic “defense buildup
plan” emphasizing “defense production as the base of self-defense” and support measures
for such a defense industry.

With the conclusion of the MSA and the establishment of the Self-Defense Forces, the
domestic defense industry intensified its activities towards the domestic production of
defense equipment. The resumption of equipment production was facilitated by the Korean
Special Demands, and the April 1952 revision of the Joint Ministerial Ordinance of the four
ministries regarding restrictions on the production of weapons, aircraft, and other items
made it possible to produce and repair weapons, aircraft, and other items subject to GHQ
approval. In May, the first complete weapon (4.2-inch mortar) was ordered from the U.S.
Military Procurement Department in Japan in an extraterritorial procurement. In June 1954,
the Aircraft Manufacturing Business Act was enacted, replacing the Aircraft Manufacturing
Act, whose main purpose was to deal with the actual situation in response to special
procurement demands, and which had little regulatory power and did not consider measures
to foster the development of the industry. The Act functioned as a “coordination” law that
prevented the proliferation of weakly based companies and enabled the selection of
factories with a strong financial basis and technical capabilities. CODP received an
informal proposal from the Far Eastern Air Force Headquarters to produce jet fighters and
trainers for the Air Self-Defense Force in Japan on a Japan—U.S. joint sharing basis. The
government hesitated, fearing an increase in defense costs due to the shift from grant aid to
payment, but CODP persuaded the government by insisting on “defense production as the
base of self-defense”, as emphasized in the “Request for the Improvement of Defense
Production Systems” submitted in March 1954. In June 1955, the government agreed to the
joint domestic production of jet aircraft (F-86-F fighters and T-33-A trainers) in Japan.3!
The main contractor for the production of 300 fighter jets was Shin Mitsubishi Heavy
Industries, while Kawasaki Aircraft Industries was the main contractor for 210 trainer jets,
which were to be manufactured during the 1956-1958 fiscal years.

In August 1955, the Council Office of CODP issued an interesting opinion. It examined
“Theoretical Issues Concerning Defense Production” and published a document entitled
“The Necessity of Maintaining Self-Defense Forces and the Role of Defense Production,”
in which it listed five points as the contribution of defense production to the national
economy. In the document, defense production is considered to contribute to the national

30 Keidanren Committee on Defense Production [1964], p. 72.
31 Keidanren Committee on Defense Production [1964] 14, pp. 125-127.
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economy in five ways: (1) some defense production can become an export industry, (2) it
can increase employment and national income, (3) it can promote the sophistication of the
industrial structure, (4) it can contribute to the advancement of industrial technology, and
(5) it can promote the export of general commodities. In this connection, Keidanren Vice
President Kogoro Uemura discussed the “Problems of Japan’s Industrial Structure and the
Defense Industry” in the “Keidanren Monthly Report” of February 1955. Criticizing the
argument that the defense industry is unnecessary, Uemura emphasizes that “the
establishment of the defense industry is closely related to the improvement of the
technological level of general industry because the recent defense requires the highest level
of technology in aircraft, electronic weapons, etc.” and that “from the viewpoint of general
industrial technology, the defense industry is in a very important position”.32 Since the
defense industry requires the highest level of technology, the argument goes, this will lead
to advances in industrial technology. However, in the case of the application of military
technology to civilian products, this view would be accompanied by a number of important
reservations, since in practice there are various barriers such as secrecy, mass production
techniques, and production cost reductions.33

(2) Establishment of the Japan Association of Arms Industry (JAAI)

According to “The Thirty-Year History of the Japan Association of Arms Industry,” the
predecessor of this organization, the Japan Technical Production Cooperation Association,
was established in 1951. The GHQ, which was in dire straits for weapons and other
supplies during the Korean War, requested the cooperation of Lieutenant General Haruji
Kan, former Director General of the Army Ordnance Administration Headquarters, with a
view to procuring such items in Japan. The company’s advisors included Kiyoshi Goko,
former president of Mitsubishi Heavy Industries, Keizo Shibusawa, former minister of
finance, and Ryozo Asano, former president of NKK. However, because it was a group of
people who had been expelled from public office, it could only be organized as a joint-
stock company.3¢ The company was capitalized at 3 million yen, and its purpose was to
“gather together dilapidated weapons manufacturing facilities and dispersed engineers to
stand between the U.S. military, the Japanese government authorities, and private
companies to cooperate in the manufacture, repair, and supply of U.S. military weapons. In
1952, this organization was reorganized into the Weapons Production Cooperative
Association, a voluntary association of member organizations, and the following year into
JAAI. It had Goko as chairman, companies related to weapons production as regular
members, civilian and former military engineers as technical members, and a mandate to
deal with Korean special demand and weapons orders from the National Security Agency
and Defense Agency and to maintain relations between the Japanese defense industry. The
organization maintains relations with the Japanese government and the U.S. military by
handling Korean special procurement and weapons orders from the National Safety Agency
and the Defense Agency. At the time of its establishment, the organization was not engaged
in profit-making activities but was engaged in the investigation and collection of
information on dilapidated weapons production facilities and scattered military technology,

32 Keidanren Committee on Defense Production [1964], pp. 112-117.

33 Fujita [2018] takes a negative view of the Keidanren’s perspective, which encourages the development of
“dual-use technologies” today, citing transistors, electronics technology, and NC machine tools as examples of
successful “civilianization of military technology”.

34 Japan Association of Arms Industry [1983], p. 2. In 1988, the association was transformed into the Japan
Defense Equipment Industry, and in 2012, it was transformed into the Japan Association of Defense Industry
(JADI), a general incorporated association, to continue its operations.
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liaison, and coordination among dispersed engineers and in “consulting work™ in response
to inquiries from the U.S. military and foreign countries concerning weapons technology.
In 1952, when the organization was reorganized as the Weapons Production Cooperative
Association, a constitution was established, and the organization’s activities included
introducing the status of weapons orders, providing guidance and assistance regarding
ordered items and their production methods, researching and introducing professional
engineers, planning weapons production facilities, submitting research materials,
cooperating with receipt inspections, responding to inquiries from military and government
officials who placed orders, and introducing the industry’s actual situation and offering
opinions. The objectives of the Society, which was renamed the Japan Association of Arms
Industry in October 1953, were to contribute to the promotion and development of the arms
industry and the improvement of related technologies, as well as to promote friendship
among members. The association initially supported the supply of U.S. forces during the
Korean War, but with the establishment of the National Safety Forces and the Japan Self-
Defense Forces, interest in equipment research and supply increased. Around 1954, a Tank
Committee, Underwater Weapons Subcommittee, Fire Control System (FCS) committee,
Rights of Industrial Property Committee, Radar Study Group, Pistol Study Group, Rocket
Study Group, Electronics Committee, and Ammunition Domestic Production Study Group,
etc. were established. These were also in preparation for the domestic production of
defense equipment in response to the request of the Defense Agency.33

In 1953, the Arms Production Council was established with respect to the Law on the
Production of Arms, etc. In February 1954, when the Minister of International Trade and
Industry asked for advice on subsidies for the arms industry, Mr. Goko, president of JAAI,
was appointed chairman of this council, and many of the association’s technical experts
became members of the technical subcommittee established within the council. They were
involved in the drafting of the report, which included the early establishment of a defense
plan, ensuring economical production, maintaining production on an appropriate scale,
giving consideration to the export industry, and maintaining the firearms and ammunition
industry.36

In 1955 and 1956, JAAI was involved in the protection of corporate interests in industrial
property rights and ammunition procurement, as shown in Table 3. In response to a decline
in the number of orders, JAAI submitted a letter of opinion requesting the maintenance of
related companies by placing additional orders, thereby encouraging the development of
the defense industry. In the 1957-1959 fiscal year, about 140 million yen was granted as a
subsidy for the maintenance of defense industrial facilities. This was probably the result of
these opinion letters.

In addition, from 1956 to 1961, JAAI was commissioned by the Defense Agency and
other government agencies to prepare drafts of standards for equipment and other products.
In this respect, it can be seen that JAAI was building a close relationship with government
agencies and was taking on the task of responding to technological advances in weaponry
and other products.

(3) Domestic defense production after primary DBP and the functions of CODP and
JAAI
It will be only after the Japanese government begins to decide on the DBP that the National

35 Japan Association of Arms Industry [1983],

p. 6.
36 Japan Association of Arms Industry [1983], p. 7.
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Defense Council and the Cabinet meeting will be able to consider and decide on defense
force development in a somewhat systematic manner. In order to stably provide defense
equipment indispensable for self-defense reinforcement on its own, the Japanese
government was required to spend a large amount of money from the national budget. 4
DBPs were formulated from 1958 to the 1970s. Defense equipment procurement trends
were as shown in Table 4. The equipment in the founding period of the SDF was heavily
dependent on U.S. grant aid.3”

Table 4 Procurement Trends by Fiscal Year, Long-Term Plan, and Procurement Method

classification Domestic Procurements(A) General Import(B) FMS(C) Grants-in-Aid(E)
- - . subtotal - total
propotion propotion propotion propotion
fiscal amount (%) amount (%) amount (%) amount (%) . .
ear of money > of money > of money > (D=A+B+C)| of money > (F=D+E)
¥ A/D A/F B/D B/F C/D C/F E/F
1950-57 241,519 953 39.6 9,471 3.7 1.6 2,499 1.0 0.4 253,495 356,863 585 610,358
1st DBP(1958-60) | 278,913 91.0 62.4 10,860 35 2.4 16,848 5.5 38 306,621 140,494 314 447,115
1961 70,249 85.1 64.7 6,311 7.6 5.8 5,972 7.2 5.5 82,532 26,080 24.0 108,612
2nd DBP(1962-66) | 578,135 87.8 81.6 42,397 6.4 6.0 38,203 5.8 5.4 658,735 49,710 7.0 708,445
3rd DBP(1967-71) |1,282,897| 91.8 91.6 66,202 4.7 4.7 47,833 3.4 3.4 1,396,932 3,275 0.2 1,400,207
4th DBP(1972-76) |2,158,818| 93.0 93.0 100,123 43 43 61,656 2.7 2.7 2,320,597 0 0.0 2,320,597
Total 4,610,531| 91.9 82.4 235,370 4.7 42 173,011 34 3.1 5,018,912 | 576,422 103 |5,595,334

- The amount of the grant aid was recorded based on the amount received.

- FMS : Foreign Military Sales. The grant aid includes the loan of vessels. Receipt of the grant ended in
FY1969.

- Source: FY 1975 financial results (House of Councillors Accounts Committee Research Office).

- Source: Reproduced from figures in Nagamatsu [1979], pp. 62, 63.

U.S. aid is shifting from grant aid to paid aid, but in terms of amount, it does not account
for a large proportion of the total. The percentage of domestic procurement has expanded
dramatically. In primary DBP, U.S. grant aid has been greatly reduced, and as a result,
domestic procurement now accounts for more than 60% of the procurement value, with
U.S. grant aid ratio accounting for only 31% of the total. In the case of secondary DBP,
domestic procurement now accounts for more than 80% of total procurement, indicating
that domestic defense production has begun to take off in earnest. However, the scale of
domestic procurement does not imply independence in terms of weapons and military
technology, as Japan is heavily dependent on the U.S. for advanced technology and fighter
aircraft..38 In addition, even if there is a price increase, taking into account the fact that
domestic procurement amounts for primary to quaternary DBP have each more than
doubled or increased significantly over the previous period, it is thought that there has been
a remarkable development of the domestic defense industry in the background. We will
discuss this point later and examine the role of CODP and JAALI in each period.

37According to Keidanren Committee on Defense Production [1964], p. 169, the U.S. arms aid (grant aid) to
Japan amounted to 345.5 billion yen during the period 1951-1957, of which 108.7 billion yen was for equipment,
95.2 billion yen for the Ground Self-Defense Force, of which 62.7 billion yen was for 170 ships and 13.4 billion
yen for 163 aircraft, and 54.3 billion yen for the Air Self-Defense Force. This indicates that equipment during
this period was heavily dependent on this grant aid. Note that the amounts differ slightly from the grant aid
amounts in Table 3.

38 In the case of domestic procurement and production, since it includes licensed domestic production of
products developed in foreign countries in addition to products based on proprietary technologies, the
technological dependence cannot be determined by the amount of procurement alone.
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(DPrimary DBP period: 1958-60

Primary DBP began in 1958 after the withdrawal of U.S. ground forces in Japan was
completed. As shown in Table 2, the first emphasis during this period was on air defense in
terms of equipment, and CODP also submitted a draft proposal, “Request for the
Establishment of Basic Policies for the Development of the Aircraft Industry” in 1957, and
in 1958, CODP also submitted a proposal to the Diet, “Requesting the Submission of an
Aircraft Industry Promotion Bill to the Diet” (Table3). The former called for the
establishment of a long-term plan, the establishment of measures for the export of aircraft,
and special measures for their development in the areas of finance, taxation, subsidies for
testing and research, proper cost accounting, and the introduction of technology, while the
latter also called for the development of a law to promote the aviation industry for the
domestic production of aircraft, which led to the promulgation of the law in May of the
same year. CODP actually promoted domestic production of medium-sized aircraft, and the
results became evident during the 2DBP period.

Next, in 1958, CODP called for the Defense Industry Study Group to be formed by
defense industry-related organizations to promote the domestic production of defense
equipment in general in response to U.S. aid to Japan being paid for. This study group
aimed to analyze the current status and future prospects for domestic production in each
sector of the defense industry, and to contribute to the formulation of the government’s
annual plan. In addition to CODP, JAAI, the Japan Aviation Industry Association, and the
Guided Missile (GM) Research Association participated in this study group, and within this
study group, the General Coordination Committee, the Policy Committee, and the
Technical Committee were established. The following subcommittees were established
under these committees: Aviation(studies on domestic production of P2V anti-submarine
patrol aircraft, intermediate jet training aircraft, large helicopters, FX fighters, etc.);
Weapons (armouring of the 7th Mixed Group, development of land-based equipment and
mass production system, continued development of weapons for maritime forces and study
of production system); Missiles (study on research and basic trial production of 28 related
companies, which had been almost undeveloped); Electronics (study on research and
development system of code analyser, secret communication device and its analyser, radar,
navigation aid device, etc.); Naval vessels (study of building submarines, missile-carrying
patrol vessels, and helicopter carriers) and Fuel.3® The contents of these studies were
submitted as an interim report in 1959, and it is believed that they were referred to in the
annual plan of the Defense Agency.

In 1959,the Market Measures Committee was established within CODP, consisting of the
presidents of 10 trading companies, including Mitsubishi Corporation, Mitsui & Co.,
Marubeni Corporation, Itochu Corporation, and the Machinery Center for Trade and
Investment. This Committee considered the development of overseas markets and special
export measures to overcome bottlenecks in the weapons and defense equipment industry,
such as high-mix low-volume production and rapid obsolescence. Part of the results of the
study was submitted as the “Opinion on Weapons Exports” in 1962, and after discussion at
the Defense Equipment Domestic Production Roundtable, it was proposed as a reference
opinion to the prime minister, relevant ministers, and the LDP’s Political Affairs Research
Committee.40

In addition, members of CODP and the GM Council (see below) accompanied the

39 Keidanren Committee on Defense Production[1964], pp. 148, 172-181; Japan Arms Industry Association
[1983], p. 8.
40 Keidanren Committee on Defense Production[1964], pp. 198-206.
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Liberal Democratic Party (LDP) survey team and travelled overseas under the jurisdiction
of MITI to investigate the international military situation in 1959 and the rocket industry in
1960. They reported on the current status of international joint R&D and joint production,
as well as problems in importing finished products and licenced production.4!

By the way, as already mentioned, JAAI, circa 1956-61, was commissioned by the
National Defense Council to survey the procurement of equipment. At the same time, JAAI
has been commissioned by the Japan Defense Agency and other government agencies to
draft standards for defense equipment and devices. Although JAAI describes itself as “the
only industrial organization in charge of domestic arms production in both name and
reality,” it can be seen that as the domestic production of defense equipment expands, JAAI
is taking on the task of keeping up with technological advances in weapons and other
equipment. While it played an important role in following up on the technical aspects of
defense equipment, it was also a member of the above-mentioned Defense Industry Study
Group, and in 1960, jointly with the CODP, it was involved in demand activities related to
the profitability of defense industry management, such as the “Request for a Long-term
Lump-sum Contract System for Weapons” (Table 3).42

(2)Secondary DBP period: 1962-1966

The Kishi cabinet resigned in July 1960 due to the Security Riots. The drafting of DBP
came to a standstill due to political instability, but DBP was officially decided in July 1961.
We will review four characteristic matters in which the industry was involved in defense
industrial policy during this period.

First, as Table 4 shows, the ratio of U.S. grant aid to Japan has declined sharply, the
amount of U.S. paid aid has increased sharply, and the ratio and amount of domestic
procurement have increased sharply. In response, the industrial sector has been lobbying
the U.S. to avoid reductions in extraterritorial procurement and U.S. aid to Japan and has
demanded that the government substitute domestic production for foreign procurement. In
addition to the opinion submitted by JAAI in 1964, as shown in Table 3, the industry has
also lobbied the U.S. government and business community for good measures against the
prohibition of the exchange of military vehicles in FY1963 and thereafter, which had been
continued since FY1957 in the U.S. fiscal year.#? The exchange of military vehicles is
structured as follows: procurement of new Japanese vehicles by the U.S. military — free
transfer to the Self-Defense Forces — return of used vehicles by the Self-Defense Forces
— refurbishment by the U.S. military and provision to Southeast Asian countries.

Next was the promotion of domestic aircraft production. In 1957, due in part to the high
compatibility between military and civilian aircraft, the Japan Transport Aircraft Design
and Research Association began research on the design of a medium-size transport aircraft.
In 1959, the Japan Aircraft Manufacturing Corporation was established with a capital of
500 million yen as a joint public-private investment. The capital was increased to 4.9
billion yen. Kawasaki Aircraft, Shin Mitsubishi Heavy Industries, Shin Maywa, and Fuji
Heavy Industries completed the major parts of the aircraft, except for the engine, propeller,
and other parts, which had to be imported. This was the first domestically produced

41 Keidanren Committee on Defense Production [1964] pp. 222, 226, 227, 230-235. Already at this stage, the
advantages of international joint development and production and the problems of importing finished products or
producing under licence are pointed out, but no mention is made of constitutional restrictions.

42 Long-term contracts are realized in the 1962 budget process. Keidanren Committee on Defense
Production[1964], pp. 157, 160 and Japan Association of Arms Industry [1983], pp. 3, 11.

43 Keidanren Committee on Defense Production[1964], pp. 191-196.

100



Post-World War Il Japan's Defense Buildup Plan

aircraft, the YS-11, which was purchased and put into practical use by All Nippon Airways
and the Defense Agency Secondary DBP.44

Furthermore, the introduction of anti-aircraft equipment was considered a new plan for
the secondary DBP period, and surface-to-air guided missile (Nike and Hawk) units were
deployed at the end of the secondary DBP period. The Guided Missile Committee was
established in 1953 within CODP as a specialized committee for weapons, aviation, and
electricity, and was followed by research and study by the GM (guided missile) Advisory
Council, which included government agencies, JAAI, and the Japan Aerospace Industries
Association. After research and study by the GM (guided missile) Advisory Council,
formed in 1957 by 41 member companies from the weapons, electronics, and aviation
industries under the guidance of the Defense Agency’s Equipment Bureau, the equipment
was provided by the United States under a grant and cost-sharing licensed production
system.45 Then, domestic production of Nike and Hawk began in FY 1966 through licensed
production. The GM Council also took charge of space development, and in 1964, it was
renamed the Japan Rocket Development Council. It was dissolved in 1974 on the grounds
that it had accomplished its mission. The Japan Aerospace Industries Association took
charge of space development, and JAAI took over military missile development.46

Finally, it should be noted that JAAI underwent a certain change in its activities during
this period, abolishing technical membership and replacing it with associate membership
and individual membership in a 1959 revision of the Articles of Incorporation, as the
number of weapons-related engineers increased within corporate member companies and
JAAI no longer needed to provide technical guidance. In October 1962, the association
invited Mr. Kono, president of Mitsubishi Nippon Heavy Industries, Ltd., as its chairman,
and in 1964, it established the Operations Committee as an advisory body to the chairman
to strengthen cooperation with the Defense Agency, the Ministry of International Trade and
Industry, and other government agencies closely related to the defense industry. In 1964,
the company established the Operations Committee as an advisory body for the chairman
to strengthen cooperation with the Defense Agency, MITI, and other government agencies
closely related to the defense industry. As seen in Table 3, the number of opinion letters
submitted to government agencies has increased since then. They have demanded “bridging
production” to fill the gap that may occur between secondary and tertiary DBP and to
improve subsidy amounts that are less than the actual R&D costs of companies from the
survey on the actual status of secondary DBP. 47

(3 Tertiary DBP period:1967-71
The tertiary DBP pointed to the improvement in the domestic technology level, appropriate
domestic production of equipment, and emphasis on anti-submarine and air defense
capabilities. As shown in Table 4, domestic procurement of equipment has exceeded 90%,
and some assess that “we have entered the full-scale phase of ‘independent’ equipment”.48
Three points regarding the involvement of industry in defense policy should be reviewed
here.

The first point is the policy of increasing anti-submarine and air defense capabilities. As
seen in Table 2, the actual amount for procurement from the secondary DBP to the tertiary

44 Keidanren Committee on Defense Production[1964] pp. 207-215.

45 Keidanren Committee on Defense Production[1964], pp. 136-146; Kondo and Osanai [1978], p. 264.
46 Japan Association of Arms Industry [1983], p. 86.

47 Japan Association of Arms Industry [1983], pp. 11-13.

48 Kihara [1994], p. 104.
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DBP (central procurement) exceeded 1 trillion yen, an increase of approximately 2.3 times,
with an extremely large increase of 3.6 times in aircraft purchase expenditures. Although
not shown in the table, the aircraft purchase cost for tertiary DBP was 384.3 billion yen,
accounting for 35% of the central procurement cost and far exceeding other items. In the
aviation sector, the Maritime Self-Defense Force’s PS-1 anti-submarine amphibian
(formally introduced in 1970) C-1 jet transport aircraft (under research and development),
T-2 advanced jet trainer aircraft (research and development started in 1967), P-2J anti-
submarine patrol aircraft (deployed in 1969), and F-4EJ fighter aircraft (next main fighter
aircraft; licensed production started in 1969) were all introduced during this period.
Research and studies were also being conducted on the PXL anti-submarine patrol aircraft
(the next anti-submarine patrol aircraft, yet to be decided).# And in terms of increasing air
defense capabilities, the domestic production and deployment of Nike and Hawk missiles,
introduced in the final phase of the secondary DBP, became a key issue. As shown in Table
3, JAAI continued to actively request the Defense Agency to secure a budget, place orders
based on a long-term plan and long-term lump-sum contracts, develop future-oriented
technologies, and secure a budget for such development, while at the same time demanding
the promotion of domestic production of Nike and Hawk.5° In 1968, partly as a result of
these efforts, the Japanese government approved the “Technical Collaboration Agreement
for the Design and Manufacture of Nike Hercules Missiles” between Mitsubishi Heavy
Industries and McDonnell Douglas, and the “Technical Collaboration Agreement for the
Manufacture of Hawk Systems” between Mitsubishi Electric and Raytheon Technologies of
the U.S., and licensed production was started in Japan. As a result, procurement of guided
weapons now accounts for 7% (about 75.5 billion yen) of the major items in the
composition of tertiary DBP in Table 2, approaching the composition of ships and weapons.

Second is the issue of R&D and prototype support, as well as the costing of defense
equipment. Since the conclusion of the MSA, the industry has advocated “defense
production as the bace of self-defense capabilities” and has demanded that the government
provide adequate support for R&D. However, tertiary DBP required equipment that
required advanced technological capabilities, such as aircraft and guided weapons
production, and the defense industry was also required to increase its R&D capabilities. In
response, in 1969, JAAI and CODP, in cooperation with other defense production-related
organizations, conducted a survey of the actual situation after the inauguration of the
Tertiary DBP, focusing on the Defense Agency’s technological R&D in fiscal 1967 and
1968. As a result, it became clear that the private sector’s share of R&D expenditures was
extremely high, particularly for weapons, missiles, and vehicles. Considering the fact that
the ratio of actual procurement to prototypes in Table 2 has decreased for the Tertiary DBP,
and that the increase in the amount is not significantly different from the increase in the
total amount, the reality emerges that despite the publicity about the importance of R&D,
prototypes and R&D expenditures have not increased. In this regard, JAAI calls for
securing a budget that can be allocated to R&D expensess! and, as shown in Table 3, for
“appropriate contract prices” based on “budgets set in line with actual conditions and cost
accounting commensurate with reality” in accounting for defense equipment procurement.s2
As a reason for this, they pointed out that while rising prices and labour costs are affecting
production costs due to inflation during a period of rapidly rising GNP, weapons are special

49 Kondo and Osanai [1978] pp. 276, 288, 289.

50 Japan Association of Arms Industry [1983], pp. 13, 14.
51 Japan Association of Arms Industry [1983], p. 17.

52 Japan Association of Arms Industry [1983], p. 15.
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products for which companies themselves cannot develop their own markets, and cost
reductions through increased production are not expected.

The third is about “the Three Principles on Arms Exports”, as stated by Prime Minister
Sato in his 1967 Diet speech. Even after the Korean special procurement, overseas arms
transfers peaked at 15 billion yen in the mid-1950s, and exports continued to some extent
since 1963, due to extraterritorial procurement and new special procurements. However,
the Three Principles on Arms Exports, which may have reflected anti-Vietnam war
sentiments, led to the implementation of restrictions on exports. In 1968, since there were
no restrictions on plants, the company exported ammunition manufacturing equipment to
the Philippines as postwar compensation. On the other hand, a significant portion of
weapons manufacturers switched to civilian demand during the process of rapid economic
growth, and companies that continued to produce weapons also shifted their focus to
producing weapons for the Self-Defense Forces. As a result, they appear to have remained
static with regard to these three principles.53 JAAI, which had stipulated in its articles of
incorporation “matters related to the promotion of arms exports” as its business, “decided
that its basic policy was to follow government policy, effectively abandoning any
expectation of arms exports.”s4 Later, in 1976, the Miki cabinet expanded the scope of the
three principles and the areas to which they applied, but at the same time, it gradually
hollowed out the arms export regulations by narrowing the category of “arms” and creating
exceptions that exempted them from application.

(@) Quaternary DBP period: 1972-76

Defense Minister Nakasone, who had been advocating self-defense partly because of the
Nixon doctrine and the revision of the Japan—U.S. Security Treaty in 1970, emphasized
“exclusive defense” as a basic policy while modernizing land-based equipment, domestic
production of equipment, and emphasizing R&D, with the view that equipment
development and production should be “in principle limited to the home industry”. He was
perhaps a politician who was favourably disposed to the defense equipment industry.
However, in the development of the defense industry, he mentioned the “introduction of
appropriate competition principles,” and JAAI immediately issued an order that “the
introduction of competition principles should be handled with caution.5s In this section, we
will examine the trends in the domestic industry and production of equipment, which were
emphasized in the defense policy.

In 1970, when the fourth DBP period was under consideration, JAAI submitted a request,
as shown in Table 3. In it, they requested the consideration of an appropriate budget and re-
asonable contract prices, with emphasis on R&D to promote domestic production, the
formulation of a long-term plan to stabilize defense production, and the improvement of an
advance payment system to deal with the increasing size and length of procurement.5¢
Although these were matters of concern to the defense industry, it can be said that these
requests were made out of consideration for the economic situation at the time, when
labour costs and prices were rising, and because of the increase in large-scale projects for
aircraft and other equipment. The requests were also because of the increasing number of

53 Tetsuya Senga, who was secretary general of the Defense Production Committee, looks back on those days
and states that the focus was on aircraft and weapons production for the SDF and that “enthusiasm for developing
export markets had waned” (Kondo and Osanai [1978], p. 256).

54 Japan Association of Arms Industry [1983], p. 32.

55 Japan Association of Arms Industry [1983], p. 15.

56 Japan Association of Arms Industry [1983], p. 18.
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cases in which production continued for several rounds, and the companies that received
orders therefore asked to take good measures to continue production. In the fourth DBP
period of the war against the dollar, oil shocks, and other challenges, there was a reduction
in the amount of equipment ordered, and on behalf of the companies that received orders,
the Procurement Implementation Headquarters was often asked to take measures to prevent
such reductions.5? As shown in Table 2, R&D was emphasized during the fourth DBP
period, as indicated by the increase in expenditures for prototypes, but according to a
survey conducted during the fourth DBP period by five industry organizations, including
CODP and JAAI, the number of direct man-hours for weapons-related manufacturing and
repair decreased to 75 in FY'1976 on an index of 100 for FY 1972, and the number of direct
man-hours for missile and rocket fields in particular decreased to 55, and in the
pyrotechnics field, 49, a significant decrease. JAAI was aware that the fourth DBP period
“clearly fell behind in the second year due to the unforeseen circumstances of the oil crisis”
and strongly urged that the Defense Agency’s Basic Defense Capability Concept reflect
measures to formulate defense production and R&D capabilities. 58

Domestic production of aircraft was also underway during this period. The F-4EJ fighter
aircraft was produced as planned, but the PXL, the next-generation anti-submarine patrol
aircraft, was “returned blank” at the National Defense Conference in October 1972, despite
the fact that both industry and the Defense Agency had a policy of domestic production
until 1971, and five years later it was officially decided to adopt Lockheed’s P-3C. The
P-3C was adopted by the Defense Production Board in 1974. Although the Defense
Production Board had requested domestic production in 1974 in such opinion pieces as
“Proposal for PXL Development and Production (Memorandum)” and “Security and
Equipment Acquisition Methods,” the P-3C ended up being imported. This process has
pointed to technical problems and uncertainties that cannot be explained simply as a
measure to reduce Japanese dollars in consideration of Japan—U.S. relations.5

Summary and Future Issues

The beginning of the Cold War and the outbreak of the Korean War led to a major shift in
U.S. occupation policy, moving Japan from demilitarization and restraining economic
recovery to promotion of reconstruction and rebuilding of military power. Symbolically,
the U.S. withdrew from the policy of designating munitions factories and industrial
facilities for compensation and removal, and began to actively utilize the former military
arsenals and other facilities by selling them to weapons producers. Then, the U.S.

57 At the National Defense Council and Cabinet meetings at the end of 1970, 31 tanks, 60 armored vehicles,
and 70 self-propelled guns for the Ground Self-Defense Force, 17 naval vessels for the Maritime Self-Defense
Force, and 42 fighter aircraft for the Air Self-Defense Force were excluded from the initial targets (“The Fourth
Defense Force Development Plan” (4th Defense), https://www.asagumo-news.com/hbdl/bouei/1 -4jibou/4ji-bou.
pdf).
58 In 1977, CODP published “Analysis of the Current Status of Japan's Defense Industry and Future
Responses”, a survey of 67 companies in the industry conducted by Japan Association of Arms Industry , CODP,
Japan Aerospace Industries Association, Japan Shipbuilding Industry Association, and Japan Electronic
Machinery Manufacturers Association during the fourth defense period, which served as one of the bases for the
request (Japan Association of Arms Industry [1983], p. 23).

59 Senga questioned the “blank slate” return at the National Defense Council, saying, “It seems as if it was
decided by the voice of heaven. Tomiyama [1979] also questioned the selection process. Furthermore, NHK’s
“Unsolved Cases” Reporting Team (2018) has approached the core of the matter through interviews with those
involved at the time. Similar opaqueness is also pointed out in the selection of the F-104 (Kondo and Osanai
[1978], pp. 261, 309).
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recognized the restoration of Japanese sovereignty by concluding the Peace Treaty. The
Japan—U.S. Security Treaty and the MSA Agreement allowed U.S. forces to be stationed in
Japan and the U.S. has mandated an increase in self-defense capabilities in line with U.S.
desires. The U.S. initially provided many weapons for the creation of the Japan Self-
Defense Forces and the defense equipment buildup.

The U.S. government provided the loans free of charge, but to curb the outflow of dollars,
it switched to paying for the loans, Foreign Military Sales and then to exporting them. The
Japanese government, on the other hand, steadily enhanced its defense capability from the
1950s to the 1970s, the Primary DBP through the Quaternary DBP.

In response to this policy shift towards increased self-defense capabilities, Keidanren, the
center of Japanese industry, responded to this policy shift by taking advantage of the
special demand and the business opportunity of upgrading the SDF’s defense capabilities to
achieve economic recovery and growth through a tie-up with the United States.

Keidanren organized the CODP, which was led by the heavy industry sector closely
related to weapons production. CODP actively lobbied GHQ, the U.S. military in Japan,
and the Japanese government to provide the JSDF with free provision of arms, to utilize
“wheat funds” in accordance with Section 550 of the U.S. MSA Agreement, and to pursue
possible arms exports to Southeast Asia. CODP often emphasized “self-defense” and
developed a request for the maintenance and expansion of “defense production as the base
of self-defense”. Looking at the activities of CODP, as an industry group, it lobbied more
actively directly to the U.S. military in Japan and GHQ until the Defense Agency as an
administrative structure was better organized in terms of organization and personnel.

JAAI, which was organized by the United States Armed Forces, also provided military
technical assistance to supply the U.S. military and served as a research and study
organization that provided administrative support to the government. JAAI was also
changing its character from a military industry development organization to an organization
that represented the military industry’s interests, while enhancing defense equipment and
stabilizing the defense industry.

By the way, as already pointed out, Keidanren insists on the importance of the defense
industry’s technological leadership in the civilian demand production sector. As mentioned
in Minoru Fujita’s criticism of this argument, more careful empirical analysis will be
necessary since the technological interdependence between military and civilian demand
seems to have deepened since the 1990s, when development in the ICT aspect has become
more prominent.

I also mentioned that with regard to arms exports, the Sato cabinet advocated the three
export principles in 1967, and export controls were tightened under the Miki cabinet. When
these issues were raised in the Diet, Keidanren and JAAI did not express a clear stance
against them. This was due to the strength of the anti-Vietnam War movement and to public
opinion for peace. This is probably reflected in the fact that in the 1960s and 1970s, the
period covered in my paper, public support for the Japanese Constitution, which stipulated
the non-preservation of war potential, greatly outweighed opinions calling for its revision.®0
For the defense industry, the fact that demand is limited to the domestic market means that
sales channels are limited, which should be a major constraint on corporate management
unless there is a very large domestic demand. As mentioned at the beginning of this paper,
the subsequent process has moved in the direction of lifting the restrictions, and this point
must be examined again.

60 See Miwa and Sakaiya [2020].
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How was the Japan—U.S. relationship regarding the Japan Self-Defense Forces? They
were established and DBPs were promoted from the 1950s to the 1970s. As Japan’s military
force was rebuilt under the leadership of the U.S., much of the equipment was initially
provided free of charge by the U.S., but as Japan’s military buildup plans progressed in line
with the MSA agreement, the equipment was switched from grant aid to export, and
“domestic production” was promoted, reflecting the interests of domestic industrial groups.
However, even with the production of parts and equipment at domestic factories and the
increasing rate of domestic production in the price structure, “domesticization” was far
from being technologically independent, as fighter aircraft and other equipments with
advanced technology were mainly produced under license and important parts were black
boxed. In addition, the U.S. government’s consent is basically required for the selection of
aircraft models, and Japan’s passive position in defense equipment is clear. The cabinet’s
decision in the 2010s to allow the exercise of the right of collective self-defense, mentioned
at the beginning of this paper, appears to be an extension of this policy, but further study is
needed to verify this.

Furthermore, how did the domestic arms industry develop? During this period, leading
companies, such as Mitsubishi Heavy Industries (three heavy industries merged in 1964),
Kawasaki Aircraft (Kawasaki Heavy Industries after 1969), Fuji Heavy Industries(Subaru
Corporation after 2017), ShinMaywa Industries, Mitsubishi Electric, Toshiba Corporation,
Ishikawajima-Harima Heavy Industries, and Komatsu Manufacturing, grew as leaders in
the military industry, producing aircraft, naval vessels, special vehicles, and missiles. It is
also clear that these companies have steadily improved their aircraft manufacturing
technologies, as seen in the completion of the YS-11, a medium-sized transport plane
jointly produced by domestic companies, and the XT-2, a supersonic advanced training
plane by Mitsubishi Heavy Industries, Ltd. Many companies switched from military
production to civilian production after the Korean War and subsequent sharp decline in
special procurement demand, but these leading companies have continued to produce
weapons while expanding civilian production within their companies.¢! The study of the
relationship between civilian and military production within their companies is a future
issue.

61 Sawai [2018] mentions examples of continued weapons production at Osaka Metal Industries (renamed
Daikin Industries in 1963) and Komatsu Ltd.
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Japan's Defence Industry and Arms
Transfers During the Cold War: Between
Independence and Alliance

By ATSUSHI KOKETSU*

The purpose of this paper is to discuss the development process of the Japanese
defense industry during the Cold War in relation to the issue of arms transfers.
After World War II, the U.S. promoted the lending of surplus weapons to Japan,
and at the same time, it hoped for the revival of Japan’s independent defense
industry, albeit with restrictions. In Japanese domestic politics, a conflict emerged
between the Shigeru Yoshida Cabinet’s vision of light armaments and the
rearmament plans of those in the defense industry. Thus, the issue of rearmament
became an important political issue in Cold War Japan, and at the same time, also
conflict over restrictions on the defense industry and its independence influenced
the political situation. The conflicts and confrontations over the revival of the
defense industry and demands for arms transfers that occurred during the Cold
War have continued to have a strong influence on Japan-U.S. relations and the
nature of Japan’s national security policy to the present day. This paper analyzes
the above issues in light of the controversy over the theory of self-defense and
the Japan-U.S. alliance.

1. Introduction: Problem-Setting and Previous Studies

(1) Assignment of tasks

The Korean War, which began on June 25, 1950, forced the United States to change its
military strategy during the Cold War. The new strategy was to move away from the
‘forward base strategy’, which was based on deploying forces in areas close to the Soviet
Union, to a new strategy of dispersing forces to surrounding areas at a certain distance
from the point of force projection. It would reduce the deployment of forces in arecas where
conflicts were expected to erupt and, as an alternative, encourage the establishment of a
defence community between Japan and South Korea in the Asian region. As a result, the
U.S. would counter the Soviet threat, especially to Japan. Moreover, it would force Japan
to rearm in accordance with the Mutual Security Act (MSA).

The U.S. lent Japan its surplus weapons after World War II in the hopes that Japan would
become self-reliant in its defence, as well as continue and develop defence production
through the MSA. It also made Japan’s rearmament inevitable. At first, both the Supreme
Commander Douglas MacArthur of the Supreme Headquarters of the Allied Powers (GHQ)
and the Cabinet of Shigeru Yoshida were reluctant to rearm Japan. However, proposals

* Researcher, Emeritus Professor, Institute for the History of Global Arms Transfer, Meiji University
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from the private sector led by businessmen with high hopes for the defence industry were
pioneering; public organisations, such as the National Security Agency, the Economic
Council and the Ministry of Finance, also submitted proposals for rearmament. In the midst
of these developments, there was a heated debate among political parties in Japan over the
scale of rearmament and the nature of defence production.

The gap between Japan’s intention to extract special economic demands through the MSA
agreement and the U.S.” desire to strengthen Japan’s self-defence capabilities became
apparent. In other words, the Yoshida cabinet’s attitude of struggling to respond to the
mutually contradictory demands for self-reliance and alliance came to the fore.

This paper will first examine how Japan’s defence production during the Cold War
responded to the conflicts and contradictions over independence and alliances. Second, it
will point out that the supposedly contradictory interrelationship between independence
and alliances has been deeply inherent in the foundation of the Japanese defence industry
and policy from the end of the Cold War to the present. Third, the reality of such conflicts
and contradictions has not been fully recognised or overcome even today. Fourth, these
conflicts and contradictions remain unrecognised and unresolved to this day, which is why
the defence industry and policy have fallen into a semi-independent state, far from being
self-reliant.

(2) Previous studies
Due to paper length limitations, I would like to highlight only two papers. The first is
Minoru Sawai’s ‘From Special Demand Production to Defense Production: The Case of
Osaka Prefecture’.! In the postwar period, Japan’s economy was more inclined towards
special demand production (initially called ‘separate demand’) during the Korean War.
However, after determining that it could not expect to expand military production due to
the extraterritorial procurement of the U.S. forces under the MSA agreement, the economy
did not overly lean towards the defence industry; instead, it focused its efforts on enhancing
civilian production. Based on the common theory that the result was high economic growth,
Sawai states that ‘taking on weapons production in the late 1950s caused great social
friction’.2 He also underscores that while weapons production was considered taboo in
society, the entrepreneurs who sought to produce weapons had a deep interest in and a
certain ideology of national defence. The words and actions of these entrepreneurs suggest
the existence of a certain ideology and a deep interest in national defence among those
entrepreneurs who sought to produce weapons. Although it is undeniable that military
demand, i.e. the defence industry, was declining in proportion to the development of
civilian demand, we point out that there was strong support from MITI), the Defence
Agency and the Keidanren Committee on Defence Production.3

Thus, Sawai does not give credence to the common belief that the Japanese economy as a
whole will re-transform from military to civilian production and enter an era of full-fledged

I Sawai [2018].

2 Sawai [2018], p. 58.

3 In this connection, Sawai states, ‘Behind the decision not to let go of defense production was not only the
judgment of management, which considers defense production as the basis of the nation, but also the Ministry of
International Trade and Industry, which has jurisdiction over defense production companies and calls for
cooperation in strengthening defense capabilities while preventing bleeding orders, the Defense Agency, which is
the user of defense equipment, and the Keidanren Defense Production Committee, which has strong It is
imagined that there was strong lobbying by the Ministry of International Trade and Industry, which has
jurisdiction over defense production companies, the Defense Agency, which is the user of defense equipment,
and the Keidanren Defense Production Committee’ (Sawai [2018] p. 59).

110



Japan's Defence Industry and Arms Transfers During the Cold War

rapid economic growth.# He emphasises that attention should be given to the fact that the
defence industry will surely take root in the Japanese economy even in the midst of rapid
economic growth. Several things cannot be seen from an understanding of the actual state
of the economy on a quantitative level, and we agree with this point. The defence industry
should be viewed not from a quantitative perspective but from a qualitative one, focusing
on its potential and possibilities.

Next, Yoshio Asai’s ‘Special Demand in the 1950s s’5 in the ‘IV Japan-U.S. Economic
Cooperation Concept’ traces in detail the fact that under the name of ‘Japan-U.S. Economic
Cooperation’, strategies were skilfully devised and implemented from around the outbreak
of the Korean War to extract Japanese munitions production capacity for the benefit of the
U.S. It also argues that there was a clear difference among the various forces in Japan in
terms of their response to these strategies. Asai also postulates that there was a clear
difference between the various forces in Japan over how to respond to this situation. Asai
details the process by which the revival and utilisation of Japan’s munitions industry led to
prospects for the development of Japan’s civilian munitions industry and Japan’s role as a
bulwark nation for the U.S. in both economic and military terms.

The above paper is in the category of economic history. Thus, it is essential to analyse the
‘Japan-U.S. Economic Cooperation’ and Japan’s ‘industrial mobilisation’ at the economic
level, as presented in the Asai paper, as well as at the military level, that is, to mention the
extent to which the security environment surrounding Japan during the Cold War was
affected by the U.S. military’s actions. It has already become a clear historical fact that
Japan’s rearmament was forced in response to the U.S.” intentions. In the context of this
historical fact, it is necessary to discuss the issue from political and military perspectives
because it is no exaggeration to say that in Cold War-era Japan, the military determined the
economy.

(3) Definitions of terms: ‘self-defence’ and ‘independent defence’

If self-defence is conditioned on the compatibility of unilateral defence intentions and
capabilities, then it seriously lacks validity as a practical matter. This is because, from the
standpoint of economic and military rationality, it does not seem to make much sense to
fortify the nation with equipment of its own manufacture. Citing Kwon Tae-young’s article
‘Our Country’s Self-Reliance Defence Efforts and the Direction of Advanced National
Defence in the 21st Century’,6 Chung Kyung-aw distinguishes between ‘self-reliance’
defence, which excludes outside interference, and ‘independence’ defence, in which the
nation does not depend on outside forces but rather on its own capabilities.” 7However, as
military technology continues to evolve, it is now largely impossible for a single country to
carry out either self-reliance or independent defence on its own. Therefore, it is highly
doubtful how much meaning there is in this distinction.

In South Korea under the Park Chung-hee administration and Taiwan under the Chiang
Kai-shek and Ching-kuo administrations, ‘self-defence’ was repeatedly emphasised in their
policies, but only to the extent that they mentioned the rate of domestic production of
frontline equipment. It is often possible to emphasise the independence and autonomy of a
nation or administration by estimating its dependence on the U.S. at a low level. The terms
‘independence’ and ‘originality’ are nothing more than a kind of propaganda. From there,

4 Sawai [2018], p.41.

5 Asai[2003a]

6 Korean Association for International Politics [1997].
7 See Zheng[2015],p.70.
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the only forceful terminology is eclectic coinage, such as ‘semi-autonomy’, ‘semi-
independence’ and ‘semi-dependence’, but even this terminology remains ambiguous.
Japan’s security policy has been consistently dependent on the U.S. since the end of World
War 11, and this excessive dependence is now merely replaced by the terms ‘joint’ and
‘alliance’. I dare say it is dependence and subordination in the name of alliance.

Another distinction between the military and defence industries is the use of the term
‘munitions industry’ in this report, which refers to the prewar and postwar periods as the
defence industry.

2. Dismantling the Munitions Industry and Military Spending

(1) Dismantling process of the military industrial industry

After the defeat of Japan, GHQ issued a series of orders to dismantle and convert state-
owned and private munitions factories. On 22 September 1945, an order was implemented
banning the production of weapons and aircraft (GHQ Directive No. 1), as well as an order
for former munitions companies to submit civilian munitions development plans (GHQ
Directive No. 2). Furthermore, on 15 October of the same year, military institutions were
abolished (General Staff Headquarters, the Army and Navy academies, and others). The
dismantling of the military arsenals consisted mainly of a total of 100 plants (50 Army, 46
Navy and the Army and Navy Research Institute) and a total of 46 plants in the eight Army
arsenals (Tokyo No. 1, Tokyo No. 2, Sagami, Nagoya, Osaka, Kokura, Incheon and South
Manchuria), along with the fuel headquarters, transportation department, clothing depot,
medical material depot, veterinary material depot, military stores and various research
laboratories. Meanwhile, the Navy dismantled four arsenals. The Navy had four arsenals
(Yokosuka, Kure, Sasebo, Maizuru), a machine shop, a gunpowder plant, ten air arsenals,
six fuel plants (Yokkaichi, Tokuyama, Iwakuni, Yokohama and others), three technical
ministries, two medical supply plants and a technical research institute.

The Yokosuka Arsenal was converted into a base facility for the U.S. Navy, and other
facilities were developed as private shipyards. For example, Kure Arsenal became Harima
Shipbuilding Kure Dockyard, Sasebo Arsenal became the Sasebo Shipbuilding Industry,
Maizuru Arsenal became lino Sangyo Maizuru Plant, and so on. In addition, aircraft
manufacturing companies were banned from production and research altogether, and
airframe factories were converted from military to civilian production plants for producing
passenger cars, freight cars and train bodies. More than 600,000 units of machine tools
were used for compensation, reducing the total number owned to 175,000 units;
approximately 5 million tons of blast furnaces 3 million tons of electric furnaces, 6 million
tons of flat furnaces and 6 million tons of rolling mills were removed.?

By August 1948, 16,736 pieces of machine tools from the Army and Navy arsenals in 17
locations throughout Japan had been transferred as compensation in kind. In parallel, all
weapons and production materials under the control of the Army were transferred to the
Allied Forces. The buildings and various production facilities of the Army arsenal, valued
at 1.3 billion yen as fixed assets, were turned over to the Allied Forces. Navy vessels,
weapons and production facilities were likewise destroyed. A portion of these will be used
for compensation, and a portion will be converted for the peace industry.

The above are examples of the dismantling and destruction of state-run military arsenals,

8 Koyama [1972], pp. 334-335. See also, e.g., Toyo Keizai Shinposha [1950] Cohen [1950].
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but the civilian munitions facilities that had greatly supported the munitions industry were
uprooted in November 1946 with the Final Report on Compensation (commonly known as
the Pauley Plan). However, in March 1947, the year after the Pauley Proposal was
presented, the Truman Doctrine was announced in the midst of the emerging Cold War
between the U.S. and the Soviet Union. This led to a revision of Japan’s prewar policy of
dismantling its munitions industry.

During this period, the Tetsu Katayama Cabinet enacted the ‘Law for Eliminating
Excessive Concentration of Economic Power’ (Law No. 207) on 18 December 1947, which
resulted in the June 1949 reorganisation of Mitsubishi Heavy Industries, the top company
in the prewar Japanese munitions industry, into East Japan Heavy Industries (later
Mitsubishi Nippon Heavy Industries), Central Japan Heavy Industries (later New
Mitsubishi Heavy Industries), West Japan Heavy Industries (later Mitsubishi Shipbuilding
and then New Mitsubishi Heavy Industries) and West Japan Heavy Industries (later
Mitsubishi Shipbuilding). The dismantling of the munitions industry was part of the GHQ-
led policy of ‘democratisation’ of Japan. However, the brakes were applied to this move
after the Truman Doctrine.

When the Korean War begins, Japan will assume the role of a U.S. military supply base.
This was the start of the postwar defence industry. The postwar defence industry was to be
booming, covering a broad range of industries, ranging from those that could be produced
with relatively low-cost technology, such as jute bags for sandbags, military uniforms,
cement, barbed wire and fuel tanks, to aircraft repair, bomb manufacture and tank and
armoured vehicle repair. The U.S. government’s extraterritorial procurement, or the so-
called ‘special procurement’, amounted to $10 billion (360 billion yen) over a three-year
period when the government budget was around 1 trillion yen. If domestic consumption by
U.S. soldiers in Japan (so-called ‘indirect special procurement’) is added, the amount is
estimated to have reached $30 billion (about 1 trillion yen).

(2) Commencement of arms lending and MSA agreements

Japan, which was prohibited from manufacturing, importing or exporting weapons, began
de facto arms imports in the form of U.S. military assistance in the form of weapons to be
deployed in the Police Reserve Corps that was established. On 8 July 1950, GHQ Supreme
Commander Douglas MacArthur issued a letter ordering the creation of a 75,000-member
National Police Reserve Corps and the increase of the Japan Coast Guard from 8,000
personnel.

Following the Police Reserve Corps, Patrol Frigates (PFs) and Landing Support Ships
(LSSLs) were provided free of charge to the Coast Guard, which was established in 1952,
followed by the signing of the ‘Japan-U.S. Vessel Lending Agreement’ in November 1952
and the ‘Japan-U.S. Naval Vessel Lending Agreement’ in May 1954, respectively, in which
the former provided 18 PFs and 50 LSSLs and the latter provided 14 destroyers and other
large vessels. On 28 April 1952, the former Japan-U.S. Security Treaty came into effect,
creating the so-called ‘path of arms’ between the two countries.

Specifically, the MSA law was applied to Japan (and North Atlantic Treaty Organization
countries). According to the ‘Vandenberg Resolution’ (U.S. Senate, June 1948), ‘The
United States will participate in regional and collective defence agreements affecting its
national security’. Such agreements shall be based on the principle of ‘continuous and
effective self-help and mutual assistance’. The purpose of the MSA Act was to ‘strengthen
the mutual security and individual and collective self-defence of the free world’ and
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‘develop the resources of friendly nations for the national interests of the United States, for
the security and independence of its friends’. It confirmed Japan’s determination to fulfil
its military obligations under the Japan-U.S. Security Treaty, while the U.S. side confirmed
in the text that Japan would ‘contribute to the development of its own defence capabilities
and the development and maintenance of the defence capabilities of the free world’ (Article
8 of the MSA Act).? Furthermore, following the start of the grant aid, the Defence Secrets
Protection Law was enacted (1954), which established penalties of up to 10 years in prison
for those who detected, collected or leaked secrets.

Thus, ‘financial support for Japan’s defence industry was entrusted to the U.S. under the
MSA agreement concluded in 1954. Between 1954 and 1967, Japan received military
assistance amounting to 576 billion yen. This amount accounted for 27% of total equipment
purchases during the same period, and this value reached 58% by 1957 alone’.1 As pointed
out, the MSA agreement at least allowed the Japanese defence industry during the Cold
War to develop based on the will and requests of the U.S.

(3) The inside story of the U.S.” economic and military assistance to Japan

The U.S. envisioned an increase in economic and military aid to prevent the Korean War
and the subsequent penetration of communism into Southeast Asia. According to Yoshio
Asai, the gist of the ‘Japan-U.S. Economic Cooperation’ was, first, to mobilise Japan’s
industrial production capacity to supplement the U.S. military mobilisation system; second,
to help Japan gain access to the Southeast Asian market; and third, to support Japan’s
economic independence by indirectly procuring reconstruction aid supplies for Korea from
Japan. The three points are summarised in the following article.!!In other words, the U.S.
was using the special procurement from Korea as leverage to encourage Japan’s economic
recovery and self-reliance while simultaneously planning industrial mobilisation and the
revitalisation of the defence industry.

This U.S. plan diverged from the stance of Prime Minister Shigeru Yoshida, who was also
a light-armaments activist. However, Yoshida, who was also a realist, judged that, apart
from the ostensible theory of light armaments, accommodating the U.S. intentions would
strengthen Japan-U.S. relations, counter communism and ensure economic expansion into
Southeast Asia.

The ‘Data on U.S.-Japan Economic Cooperation’ dated 3 April 1951 and prepared by the
Economic Stability Headquarters, which was the general manager of economic policy in
the Japanese Government, stated, ‘In order to maintain a rational and smooth circulation of
the national economy, it is necessary to coordinate domestic and foreign demand, and the
following measures should be taken. (1) The Government of Japan should be fully informed
of the details of the items, quantity, duration, etc., of the goods expected from Japan. (2)
Establish a reasonable mechanism and method of ordering and receiving orders for
expected goods from Japan’.12

In short, the Japanese government was strongly aware that the Korean War had created
special procurement demand for Japan, and that actively responding to the U.S.’ requests
would be an effective means of economic recovery. In the end, the U.S. agreed to Dulles’

9 Appendix A of the MSA Act states, ‘The development of the defense capabilities of Japan should be
significantly facilitated if the United States Government would consider assisting in financing the various
industries of defense production in Japan’.

10 Parler[2010]p.118.

11 Asai[2003b],p.123.

12 Material on U.S.-Japan Economic Cooperation (Economic Stability Division)” prepared by General Affairs
Division, Ministry of Finance (Center for Asian Historical Records, Rec. A19110145600)
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demands on Japan.

As Dulles stated on 18 January of the same year, the purpose of his visit to Japan was to
incorporate Japan into the U.S. wartime mobilisation system and expect Japan’s defence
production capabilities to play a complementary role. He said, ‘In order to have Japan
actively cooperate with the free world, the United States must commit itself militarily and
economically to Japan’.13 In particular, after the Korean War, Japan’s defence production
capacity and munitions were given increasingly greater weight in military assistance to
Southeast Asia. However, unlike the Yoshida administration and the Japanese business
community, which were active in strengthening Japan-U.S. relations, the Ministry of
Finance was not necessarily positive about the unconditional Japan-U.S. Economic
Cooperation at a stage when sufficient prospects for economic recovery were not yet
available.!4

(4) Emergence and consequences of the rearmament proposal

Even before the outbreak of the Korean War, rearmament proposals were initially presented
on a civilian basis. In March 1953, in addition to the ‘Tentative Proposal on Defence Force
Development’ by the Keidanren and the Defence Production Committee of the Economic
Cooperation Roundtable and the ‘Economic Study of Japanese Rearmament’ by the
National Economic Research Association, three concrete rearmament proposals were
proposed: the Security Agency proposal, the Economic Council proposal and the Finance
Ministry proposal. The three proposals were suggested as concrete rearmament
proposals.!5The reason for this was the need to set a more reasonable and realistic figure
that took into account the size of Japan’s economic power and military aid provided by the
MSA.

The problem was the economic strength to support the set figures. In other words, no
matter which rearmament plan was adopted, the question was how to secure financial
resources and how much of a burden it would be on the Japanese economy, which was still
in the process of reconstruction. It has been pointed out that the above three proposals ‘are
said to have been prepared with the aim of covering the annual defence expenditures within
the framework of the natural increase in national income each year, with the shortfall
expected to be covered by U.S. assistance, so as not to devalue the national lifestyle’.1¢

In particular, in all three proposals, the amount of Japanese defence spending and MSA
military assistance funds were roughly equal, and Japan’s rearmament expenditures were
roughly split 50-50 between Japan and the U.S. At the same time, the total amount of
military spending as a percentage of national income was kept in the range of 2% to a
maximum of 5.5% over the five-year period from 1954 to 1958.17

Even if U.S. military assistance is provided for the time being under the MAS agreement,

13 Tgarashi[1995],p.229.

14 See, for example, ‘Documents on Japan’s Economic Cooperation’, prepared by the General Affairs Division,
Minister’s Secretariat of Finance (Economic Stability Headquarters). The same document is in the collection of
the Center for Contemporary Asian History (Ref. A1911014550).

15 There are numerous previous studies on the rearmament issue, but I will cite Masuda [1999] here.

16 Economic Affairs Department, Financial Division, ‘The Economic Burden of Japan’s Rearmament’, in
Reference No. 36, February 1954, p. 34, edited by the Research and Legislative Examination Bureau, National
Diet Library.

17 The three proposed military budgets in 1954 were as follows: the NISA proposal for 118 billion yen for
Japanese military spending and 108 billion yen for U.S. MSA aid, for a total of 226 billion yen; the Economic
Council proposal for the same, 1038 yen and 80.1 billion yen, for a total of 183.7 billion yen; and the Daisho
proposal, 76.4 billion yen and 54 billion yen, for a total of 130.4 billion yen (see ibid., Reference No. 36, Table 2
1, p. 32).
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once Japan decides to rearm, capital investment in response to the development of military
technology will become indispensable, and growth in defence expenditures will be
inevitable. This would inevitably place a burden on the Japanese economy, which was in
the process of reconstruction soon after the war. Therefore, it was predicted that Japan
would become increasingly dependent on the U.S. to equip its police reserve forces,
security forces and even the Self-Defence Forces. Indeed, ‘Japan’s defence forces would
become the “metabolism” of U.S. weapons, and in that sense, a loss of autonomy”’ (bypass
marks are in quotations). The judgment of the Finance Division of the Ministry of
Economy!8was right on the mark.

(5) Contflict over the MSA agreement

The MSA is shifting from support for Europe to support for Asian countries from the
viewpoint of military strategy to check and deter the Soviet Union and China. In Japan,
there will be a fierce debate between those who want to take advantage of the U.S. strategy
of focusing on Asia and find ways to increase defence production and defence capabilities
and those who believe that Japan should choose the path of economic development by
enhancing trade relations, especially with China, while improving relations with the Soviet
Union and China.!?

The fierce debate between Shigeru Yoshida’s Cabinet and the Socialist Party over the
interpretation of the MSA was a complex issue of security in Japan during the Cold War.
As already noted, Prime Minister Yoshida, while accepting the intentions and requests of
the U.S., tried to keep the strengthening of defence forces to a minimum and prioritise
economic development as much as possible. However, the policy debate was muddled by
the expectations of the defence industry, which was eager to use the MSA agreement as
leverage to get Japan’s defence industry off the ground.

Regarding the MSA agreement, Government Commissioner Ueki Koukoro (Parliamentary
Vice Minister of Finance) had a positive outlook: ‘I think the first point that MSA
assistance will have a positive impact on the Japanese economy is that it will reduce the
burden of national expenditures required for the implementation of Japan’s defence
programmes. Secondly, the cooperation in economic measures will provide us with a gift of
$10 million, which is necessary to contribute to the enhancement of our country’s industrial
and other economic strengths’.20

Ueki’s remarks summed up the Yoshida Cabinet’s view of the government’s insistence
that the MSA was a highly beneficial agreement for Japan, including the reduction of
Japan’s defence burden through the assistance of the U.S. and other countries, the
enhancement to the Japanese economy, the yen purchase of wheat imports and the
convenience in the introduction of foreign capital.

However, the aid by the MSA consisted of military assistance and economic and technical
assistance (mutual defence financing, defence support assistance, economic and technical
assistance, technical assistance and others). ‘The U.S. fiscal year 1954 budget was roughly
70% military assistance, defence support assistance (economic assistance to the military

18 Economic Affairs Department, Financial Division, ‘The Economic Burden of Japan’s Rearmament’, in
Reference No. 36, February 1954, p. 34, edited by the Research and Legislative Examination Bureau, National
Diet Library.

19 For more information on the actual state of arms expansion plans in Europe and the issue of MSA aid, see
Masao Fujii’s ‘Western European Military Expansion Plans and U.S. MSA Aid’ (Reference No. 31, 1953) and
Michizo Yamakoshi’s ‘West German Rearmament and Financial, Economic, and Human Resources’ (Reference
No. 53, June 1955)

20 Official Gazette Extra No. 19, Proceedings of the House of Councillors, No. 21, March 19, 1954, p. 299.
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industry), technical assistance and others at 10%’.2! As noted, it is fair to say that it was a
military aid itself. 22

Opposition parties led by the Socialist Party of Japan increasingly criticised the Yoshida
cabinet on the grounds that the MSA agreement would lock in a subordinate relationship
with the U.S. and make rearmament inevitable and that the defence industry could grow
alongside it. In particular, the General Council of Trade Unions of Japan (formed in 1950),
a labour union supporting the Socialist Party, launched a campaign in various regions
against the MSA agreement, claiming that it would spur the militarisation of Japan. Prime
Minister Shigeru Yoshida responded to these movements by stating, ‘Regarding the MSA
issue, we did not agree to the MSA because of pressure from the United States but as a
result of discussions between the United States, which requested and hoped for the MSA,
and Japan, which also requested and hoped for the MSA. It was concluded, and it was not
concluded under the command and order of the United States government. I believe that
the Minister of Foreign Affairs has already explained this to you’. 23

The gap in perception between the U.S. and Japan over the MSA agreement was
immense. The U.S. expected Japan to take the initiative in this agreement to expand its
defence capabilities and play a pivotal role in the U.S. military strategy against China and
the Soviet Union in East Asia. Therefore, in August 1953, when it became evident that the
Yoshida Cabinet was not serious about expanding its defence capabilities, U.S. Secretary
Dulles and other high-ranking officials were dispatched to Japan to press for the expansion
of Japan’s defence capabilities. In fact, Secretary Dulles and others ‘expressed
dissatisfaction with Japan’s defence efforts, and as the MSA negotiations progressed, it
became increasingly clear that the real heart of the negotiations lay in Japan’s defence
buildup plan, which should be commensurate with the U.S. military assistance’.24

In light of this situation, it was Japanese Socialist Party member Yoshihachiro Kimura
who most sharply attacked the explanations of Prime Minister Yoshida and Yoshida’s
cabinet ministers. Mr. Kimura argued, ‘As for the self-reliance of the Japanese economy, it
cannot become truly self-reliant if it continues to depend on special procurement’.2
Kimura insisted that ‘Japan’s economy cannot truly become self-reliant if it continues to
depend on special procurement’. In particular, Kimura recognised that the MSA agreement
would lead to an acceptance of Japan’s dependency on the U.S. and that the ongoing
rearmament would lead to excessive government investment in the defence industry, which
would put a brake on Japan’s economic independence.

Similarly, in connection with the MSA agreement, Sukeharu Soma of the Japan Socialist
Party asked, ‘What kind of future subsidies are intended for heavy weapons, aircraft, naval
vessels and other such items, not just orders as in the past, to promote these industries? The
government itself intends to promote these industries by subsidising heavy weapons,
aircraft, naval vessels and others in the future. 26 In response to this question, Minister of
Finance Ogasawara Sankuro responded, ‘The government itself intends to promote these
industries. For example, even if we were to direct the defence industry, since we have the
so-called Security Forces in Japan, of course, we would not be able to receive or borrow all

21 Ishii [2003], p. 179.

22 In fact, in terms of the economic history of Japan during the period in question, Nakamura [1982] states that
‘this was the period in Japan’s postwar history of more than 30 years in which the country was most inclined
towards rearmament and military production’.

23 The 19th Budget Committee Minutes of the House of Councillors, No. 26, April 22, 1954, p. 4.

24 Nihon no Bouei [Defense of Japan], Asagumo Shinbunsha, 1958, p. 39.

25 The 19th Budget Committee Minutes of the House of Councillors, No. 26, April 22, 1954, p. 11.

26 Ibid, No. 27, April 23, 1954, p. 9.
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of these weapons and other items that we use from them. Even if we were to build what we
have now, it is likely that there would be a considerable amount of money needed for
security forces’ other items’. 27

While pointing out the possibility that the economic independence stipulated in the MSA
agreement will eventually result in overinvestment in the defence industry, he says that this
is to be limited to the enhancement of the defence industry, which secures equipment for
the security forces, to avoid pressure on other civilian demand industries. This is where the
contradiction between the two policies of economic independence and enhancement of the
defence industry becomes a point of contention between Yoshida’s cabinet and the
opposition parties in relation to the MSA agreement. Even though the government steered
the economy away from dependence on special procurement for the purpose of economic
independence, as long as the MSA agreement existed, the quality of the independent
economy and the direction of the defence industry would ultimately have to proceed under
the will of the U.S. In short, the opposition parties are unanimous in their view that there is
little possibility of resulting in an independent economy. From this, it is clear that both the
Yoshida cabinet and the opposition parties were fundamentally aware of the structural
difficulty of reconciling the U.S.” military assistance with Japan’s self-reliant economy.

The issue of weapon exportation was proposed as a way to resolve this contradiction.
From the opposition side, Kimura Yoshihachiro makes the following noteworthy statement
on this point: ‘In relation to Japan’s defence production in the future, you said that you
would foster the production of weapons to be supplied to Japan’s security forces, but in the
current situation in Japan, when fostering weapons production, it is not possible for a
business unit to meet the demand of the Japanese security forces alone. The company as a
unit cannot be established unless it is based on the premise of the so-called extraterritorial
loans and exports of weapons. In this way, an economy dependent on special procurement
cannot be allowed to continue. Therefore, the production of weapons is immediately
dependent on special procurement demand. This is inconsistent with the independence of
the Japanese economy’ (quoted in parentheses). 28

For economic independence and the expansion of the defence industry to proceed without
contradiction, he was proposing an arms export method that would seek orders for weapons
production from overseas, outside of the MSA), as a precondition for the defence industry
to develop on its own. Councillor Kimura pointed out that the domestic market is not
sufficient for the defence industry to be established as a sustainable industry, and the only
way is to seek sales channels overseas. This is not an active endorsement of arms exports
by Mr. Kimura but rather a judgment that the only way to achieve both economic
independence and a defence industry is through arms exports.

The reality of the orientation towards arms exports to ensure the sustainability of the
defence industry can be seen in similar examples in the prewar Japanese munitions
industry.2® It is inevitable for the expansion of any industry, not only the munitions
industry, to seek markets and sales channels not only domestically but also abroad. Similar
issues were actively discussed in the Diet during the postwar reconstruction of the Japanese
defence industry.

Furthermore, Mr. Kimura disagreed with the government’s response to Prime Minister
Yoshida and Mr. Kiichi Aichi and went on to make the following statement: ‘If we were to
finance the arms industry, as the Keidanren has clearly stated, it would be difficult to

27 Ibid.

28 The 19th Budget Committee Minutes of the House of Councillors, No. 28, April 24, 1954, p. 7.
29 See KOKETSU [2018] and KOKETSU [2019] for such prewar examples.
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develop such an arms industry in Japan because the demand from the Japanese Self-
Defence Forces alone is too large for an industrial unit. In the end, the larger the economic
unit, the more unprofitable it will be, and so the export of weapons to Taiwan, Korea and
other areas in Southeast Asia will be a prerequisite’.3 In the end, it will be based on the
export of weapons to Taiwan, Korea and other Southeast Asian countries.

One of the reasons given by the opposition party members, including Mr. Kimura, for
their criticism of the government was that the defence industry is positioned as an obstacle
to economic independence and that the only way to ensure the sustainability of the defence
industry is to seek overseas sales channels for the defence industry. This would lead to
Japan’s participation in the Pacific Alliance Organization (PACO), as Senator Kimura
stated, which would undermine the pacifist goals of postwar Japan and force Japan to
participate in the U.S.-centred collective self-defence system.

Around the time of the creation of the Self-Defence Forces across the Security Forces,
there was suddenly a lively debate, mainly in the Diet, over the state of Japan’s defence
industry. This debate highlighted that Japan’s policy of rearmament through the creation of
the Self-Defence Forces was determined through its approach to the MSA agreement,
which guarantees U.S. military support. At the same time, the expansion of Japan’s defence
industry was discussed over the equipment of the Self-Defence Forces.

To ensure the sustainability of the defence industry, there is a prevailing view that entry
into the U.S.-centred collective self-defence system is inevitable while also making the
expansion of the defence industry conditional on arms exports, in addition to dependence
on military assistance from the U.S. The Yoshida cabinet, which seeks the independent
development of Japan’s economy through the concept of light armaments, scrambles to
promote a policy that avoids domestic and international criticism of Japan’s military
superpower status by placing a certain degree of restraint on the defence industry.

3. Conflicts Between the Theory of Self-Defence and the Theory of the
Japan-U.S. Alliance: The Ambiguous Choice Between Independence and
Subordination

(1) Inauguration and activities of the Defence Production Committee

In addition to the Diet debates, we would like to review the stance of the defence industry,
led by the Defence Production Board, towards new policy developments, such as
rearmament, the defence industry and arms exports. This review will confirm the reality of
the Japanese government’s ambiguous choice between the theory of independent defence,
which emerged in the process of Japan’s rearmament, and the theory of alliance, which is
essentially dependent and subordinate to the U.S. 3!

The Japan-U.S. Economic Partnership Roundtable, which had been established on 13
August 1952 to facilitate U.S.-Japan economic relations, was divided into three
committees: the General Policy Committee, the Asian Reconstruction and Development
Committee and the Defence Production Committee, which, for the time being, would focus

30 30) The 19th Budget Committee Meeting of the House of Councillors, No. 26, April 22, 1934, p. 11.

31 John Palmer, in his article ‘The Future of Japan’s Defense Industry’ points out four unique characteristics of
the Japanese defense industry: ‘First, the ambiguity of the public’s attitude toward defense; second, the attitude
of maximising domestic production (inclination toward domestic production); third, the ban on exports; and
finally, the principle of limiting defense spending to 1% of GDP. The third is a ban on exports, and the last is the
principle of limiting defense spending to 1% of GDP, a principle with unclear grounds’ (Palmer [2020], p. 116).
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on the activities of the Defence Production Committee while receiving economic and
military support from the U.S. 32

The Defence Production Committee began its activities in the order of preparation for
arms production activities centring on special procurement from the U.S. military, the
Japanese business community’s response to the issue of concluding the MSA agreement
and the establishment of a defence production stance in connection with the policy of
equipment expansion for the Self-Defence Forces. At the time of its establishment, the
‘Urgent Request Opinions on the Utilisation of National Munitions Industry and Other
Facilities’ (28 October 1952), the ‘Request Opinions on the Service Life of Aircraft and
Weapons Manufacturing Equipment’ (27 February; 5 March; 27 March 1952) and the
‘Request Opinions on Securing Working Capital for Special Weapons’ (6 October 1953)
were successively published.

Earlier, Keidanren had prepared a resolution for its 8th General Meeting entitled ‘Our
Preparedness for Rejoining the International Community’. The resolution called for
Japan-U.S. economic partnership and integration, the U.S.” utilisation of Japan’s industrial
strength for the security of Far East Asia and U.S.” understanding of Japan’s efforts to
achieve early economic independence.33

How did the U.S. position the MSA agreement in the first place? The following is a quote
from U.S. Secretary of State Dulles, who played an important role in the agreement made
on 6 May 1953 before the U.S. House of Representatives Committee on Foreign Affairs.

‘Japan’s future is closely tied to the future of the United States. Japan is a reliable ally,
but its economic situation is extremely unstable. Japan wants to develop trade with
Southeast Asia, the breadbasket of Asia, and needs Southeast Asian oil, iron ore and other
raw materials. Therefore, if Southeast Asia were to fall under communist rule, Japan’s
future would be extremely precarious’34.

In short, the MSA was positioned as part of the U.S. anti-communist bulwark-building
effort by providing economic and military support to Japan to stop the spread of
communism into Southeast Asia. This is nothing new; however, the Yoshida administration
was eager to interpret the MSA as a means of extracting economic aid from Japan.
Therefore, it did not show any sympathy for the U.S.” military strategy.

Due in part to this attitude of Yoshida's cabinet, the Defence Production Committee
positively evaluated the MSA. The committee also developed a variety of activities to
extract funds for defence production from the MSA. As a typical example, the Defence
Production Committee drafted a ‘Statement of Opinion on the Acceptance of MSA
Assistance’ (5th Defence Production Committee Meeting). Thereafter, the ‘General Request
Opinion on Acceptance of MSA (Draft) 28, 7, 6 Keidanren Economic Cooperation
Roundtable Meeting’, dated 6 July 1953, was prepared under the name of the Keidanren
Cooperation Roundtable Meeting. A portion of the text there is quoted below.

‘We believe that for Japan, as a member of the free world, to truly prepare itself for the
future, it is necessary to take measures to increase its self-defence capabilities on its own
initiative, within the limits of political and economic conditions, and consider contributing
fully to the strengthening of the defence capabilities of the free world through its industrial
power. If the application of MSA assistance is based on Japan’s current situation and can

32 Committee on Defense Production [1964], p. 7.

33 Ibid, p. 19.

34 Planning Division 2, Planning Department, Economic Affairs Council, ‘General conomy, General Economy,
1953-1954 (7)’ (in the collection of the Center for Contemporary Asian Materials, Ref. A18110493200 ‘1. U.S.
Views on MSA Aid to Japan’, Image p. 286).
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contribute to the realisation and promotion of the right basic issues through such assistance,
we believe that Japan should not hesitate to accept it. If the application of MSA assistance
is based on Japan’s current situation, and if such assistance can contribute to the realisation
and promotion of the basic issues mentioned above, we believe that we should not hesitate
to accept it at the earliest opportunity’.3> While the gap between the government and
opposition over the interpretation of the MSA remained unresolved, the Defence Production
Board’s position would eventually lead to an eclectic discussion of independence and
dependence on the U.S. Independence and dependence were to be marked by the terms
‘coexistence’ and ‘alliance’ as Japan-U.S. relations deepened.

(2) Keidanren Defence Production Committee’s arms export theory and defence force
development proposal

The Defence Production Board is strongly oriented towards arms exports, with a view
towards Southeast Asia. During this period, a draft plan for defence force development was
submitted in a manner that embodied the intentions of the business community. In
particular, the ‘One Proposal on Defence Force Improvement’ (hereinafter referred to as the
Keidanren Proposal) submitted by the Defence Production Board was numerical proof that
the business community of the time viewed rearmament and the defence industry as two
sides of the same coin.

The Keidanren’s proposal for the defence force after the maintenance plan from 1953 to
1958 included 15 divisions on land (300,000 personnel), 292,000 tons at sea (70,000
personnel) and 3,750 aircraft (130,000 personnel).3¢ Of the total defence expenditure of
2.8943 trillion yen over the six-year period, 1.6252 trillion yen was paid by Japan and
1.2691 trillion yen by the US. On the other hand, the ‘Economic Study of Japanese
Rearmament’, prepared by the National Economic Research Institute, set the defence force
after the same six-year plan at seven land divisions (175,000 personnel), 220,000 tons at
sea (35,000,000 personnel) and 1,200 aircraft (28,000 personnel), with total defence
expenditures of 2.2653 trillion yen (2.5223 trillion yen required, defence contributions of
213 billion yen), defence spending limit of 1.4059 trillion yen and a shortfall equal to the
expected U.S. aid of 858.4 billion yen.37

Other rearmament plans, such as the NISA, the Keihin and the Daizo plans, have been
submitted at this point; however, Japan’s rearmament and defence force development plans
will be built based on the above two plans. While it is true that there are differences in the
size of the Army and Navy between the two plans, there is no significant difference in the
total cost over the six years. The problem is that the two plans relied on military assistance
from the U.S. for about half of the total cost. This was because the U.S. expectations for
Japan’s defence capability and the existence of the MSA agreement were decisive reasons.
At the same time, the expectations for the expansion of the defence industry, led by the
Japanese Defence Production Board, was positioned as an extremely important industry in
the process of Japan’s economic recovery.

In this sense, the country’s orientation towards economic self-sufficiency led to increased
expectations for U.S. military spending support. In other words, economic independence
and military support emerged as two sides of the same coin. Self-reliance and subordination

35 Ibid, image pp. 299-300.

36 Economic Affairs Department, Financial Division, ‘The Economic Burden of Rearmament in Our Country’,
Reference No. 36, February 1954, p. 29, edited by the Research and Legislative Review Bureau of the Library of
Congress.

37 Ibid.

121



ATSUSHI KOKETSU

became one set of factors, and rearmament was initiated, followed by the development of
the defence force improvement plan. Although the discomfort between independence and
subordination manifested itself in the form of various protests, the military support by the
U.S. must have been linked to the development of the U.S. military strategy for East Asia.
At the same time, the Japanese business community actively tried to promote the path to
economic independence by inviting military support.38

(3) Defence industry putting pressure on the national economy

While expectations for the defence industry were rising, there were also concerns about the
opposing pressures on national life. Among them, the National Security Agency’s proposal
estimated that the ratio of national income to GDP would rise to 3.9% in 1954, 4.2% in
1955, 4.8% in 1956, 5.1% in 1957 and 5.5% in 1958. This was higher than the Keikin
proposal, which had corresponding figures of 3.1%, 3.7%, 4.1%, 4.1%, 4.1% and 4.1%,
and the Daisho proposal, which had 2.2%, 2.4%, 2.8%, 2.1% and 3.6%.%

As it became clear that the proposed NISA, which would put pressure on the national
economy, could undermine Japan’s greatest postwar challenge of economic independence,
the NISA proposal of 283,000 personnel in total for land, sea and air security forces was
not acceptable to the Yoshida Cabinet, which had a vision of light armaments. In this
respect, the Defence Production Board’s desire to expand the defence industry and the
independence of the Japanese economy through the realisation of the light armaments
concept became the basic stance of the Yoshida cabinet. However, the Yoshida Cabinet did
not hold a stable seat in the Diet. Therefore, it was faced with the difficult task of accepting
the views of the Defence Production Board while striving for economic independence at
the same time. From this point on, Yoshida’s cabinet emphasised the MSA agreement as
economic assistance from the U.S. more than it actually was, thus avoiding criticism from
the public and opposition forces.

This policy of contradicting the two principles of economic self-reliance and acceptance
of military assistance became the basic principle of Japanese conservative politics and the
conservative system after the Yoshida administration. This became the reason for the
ambiguity of Japan’s defence policy.

Criticisms of the limits of economic self-reliance and the expansion of the defence
industry resulting from the MSA agreement have been active in the discourse. For example,
in an article titled “MSA Aid Demands a Life of Impoverishment’, Seijiro Usami, a
professor at Hosei University, wrote, ‘The MSA is a military aid, unlike the Keidanren and
the government, which emphasised the economic aspect of the MSA and propagandised
and frightened the public by saying that the MSA was dollar income to replace special
demand and that rejecting it would destroy the Japanese economy. Unlike the Keidanren
and the government, which have been promoting and trying to scare the public into
believing that the MSA is a single-minded military aid package, it has become clear in the
course of the negotiations that the MSA is a single-minded military aid package. In other

38 Incidentally, other than the above two proposals, the total defense cost of the NISA  proposal (1954—-1953)
was 1.496 trillion yen (956 billion yen for Japanese military spending and 540 billion yen for U.S. MSA
assistance). The total defense cost of the Keishin proposal was 1.2162 trillion yen (809 billion yen for the
Japanese portion and 407.2 billion yen for the projected U.S. MSA assistance). The total defense cost of the
Daisho proposal was 897 billion yen (627 billion yen for Japanese military spending and 270 billion yen for U.S.
MSA assistance). (Economic Affairs Department, Finance Division, ‘The Economic Burden of Wagakuni
Rearmament’, National Diet Library, Research and Legislative Review Bureau, Reference, No. 36, February
1954, p. 32).

39 Ibid.
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words, the MSA is an assistance that the U.S. will send weapons and military advisors to
Japan if it strengthens its defence capability (military equipment)’.40

Similar to Usami’s view, Inihachiro Kimura, who criticised the MSA agreement as a
military aid in the Diet, wrote an article entitled, ‘The Transformation of Japan through the
Progress of Defence Production’ in the ‘Defence Production’ Special Issue of the magazine
Chuokoron. He pointed out that Japan’s ‘defence production’ is a part of the U.S.’ strategy
against the Soviet Union, based on the name of collective security through cooperation
with the United Nations and the Japan-U.S. Security Treaty, and includes (a) the provision
of military supplies to the U.S. Far Eastern Command and the regular repair of its weapons,
(b) Japan’s own rearmament and (c) the return of Asian countries to the U.S. Japan was
assigned the role of the so-called ‘arsenal of Asia’, supplying the weapons necessary to
mobilise the Asian nations for the U.S. policy of turning the tide against the Soviet Union;
this role was necessarily subordinate to the U.S. operations against the Soviet Union.4!

The MSA agreement spurred rearmament and the munitions industry and, at the same
time, clearly pointed out the possibility of Japan being incorporated into the U.S. military
strategy towards the Soviet Union. The Korean War had already demonstrated that Japan
had become the ‘arsenal of the U.S.’, and after the Korean War, Japan was a shoo-in as an
arsenal to support the U.S.’ strategy against the Soviet Union.

The Japanese industry, which had quickly sensed the intentions of the U.S., took an even
stronger interest in munitions production. In particular, Kiyoshi Goko of Mitsubishi and
Ichiro Ishikawa of Showa Denko took the lead in deciding that the munitions industry
would act in unison. The Special Supplies Trading Companies Advisory Board of the
trading companies and the Weapons Production Advisory Board of the manufacturers
established close working relationships with the government’s Economic Deliberation
Agency (formerly the Economic Stability Headquarters, later the Economic Planning
Agency) and the U.S. Army Procurement Agency in Japan (JPA). The JPA established a
close working relationship with the government’s Economic Advisory Agency (formerly
the Economic Stability Board, later the Economic Planning Agency) and the JPA. The role
of these two groups, among others, was to ‘ensure that the most important concern at the
moment is to make the government determined to make progress on rearmament and gain
visibility into its own weapons production’.42 example, in October 1947, after Yoshinari
Kawai, who had been active in munitions production and arms exports, was appointed
president, Komatsu responded to the JPA’s first special arms procurement in June 1952 by
bidding for a large quantity of shells (totalling 16 billion yen over the next several rounds).
In October 1952, the company made an unofficial offer to sell the Hirakata Works, an Army
Arsenal, to Komatsu. In October 1952, the company was offered the disposal of the
Hirakata Works of the Army Arsenal. In September 1953, Komatsu received a series of
orders for the Kaita area of the former Hirakata Arsenal, and in October 1953, it received
orders for the Nakamiya and Nakamiya areas of the (former Army) Arsenal. In October
1953, Komatsu Manufacturing became a typical example of a company that was steadily
becoming a munitions company.+

40 Usami[1953],p.104.

41 Kimura[1953],p.91.

42 Hirai[1953],p.110.

43 43) From the chronology in Komatsu Seisakusho [1971]. Yoshinari Kawai, president of Komatsu Ltd., was
also keenly interested in arms exports: ‘As far as ammunition is concerned, we are able to meet the demands of
Southeast Asian countries in addition to satisfying our own defense needs in peacetime. ... We have no regrets
about engaging in this business, and we have created a huge export industry for Japan’ (Defense Production
Committee [1964], p. 83).
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These moves were similar to those of other companies involved in heavy industries,
literally speaking of Japan’s pride as the ‘arsenal of Asia’ and the leading sector of the
Japanese industry as a whole.# However, the percentage of that defence industry to the
total Japanese industry in terms of numbers was never significant. For example, ‘Japan’s
defence industry was of low relative importance from an economic standpoint. After the
end of the Korean War, the production of defence equipment as a percentage of industrial
output declined from 1.2% in 1954 to 1.0% in 1955 to 0.5% in 1965. It has generally
remained at that level since then’.45 The report also pointed out that ‘the rate of return on
investment has been declining since then’. Critical discussions of the Keidanren’s proposal
were not infrequent. For example, economist Ryozo Takahashi, known as the author of
‘Introduction to the Theory of Controlled Economy’ (Gakurinsha, 1950), criticised the
‘Keidanren Draft’ in an essay entitled, ‘The Whole Picture of the “Defence Production”
Plan’ by highlighting four points.

The first was to strike a balance among the three forces. Second, it involves enormous
capital investment, which puts pressure on the peace industry. Third, only a small fraction
of the equipment that has been built with such an unreasonable investment will operate at
all. Fourth, subordination to the U.S. and British military capital will become inevitable’.46

While implicitly criticising the idea of creating the Self-Defence Forces as a receptacle
for the defence industry without a strategic theory by equipping the three Self-Defence
Forces, the author expresses his concern that excessive investment in the defence industry
will put pressure on civilian demand. He also cites that even excessive capital investment
will not be returned as corporate profits and, under the expectation that capital
accumulation will not progress, the defence industry will eventually become subordinated
to the Anglo-American military capital. In the end, it will continue the defence industry
through inflated capital investment.

Takahashi’s concerns have since become a real issue, spreading to many economists,
politicians and even entrepreneurs. It became not only an issue of Japan’s economic
independence but also a heated debate over how to build Japan’s defence system. 47

4. The Rise of Self-Defence and the Parallels Between Self-Defence and Light
Armaments: Japan’s Defence Policy During the Cold War

(1) Contflict over the defence policy

The Yoshida Cabinet’s policy was basically to restrict capital investment in the defence
industry to prioritise the independence of the Japanese economy and equip the forthcoming
Self Defence Forces with as light equipment as possible. 48 It was also clear to all that

44 Indeed, one aspect of Japanese arms exports during the period in question is that ‘Japan exported 37mm
shells to Thailand in 1953, and other weapons were also exported to Burma, Taiwan, Brazil, South Vietnam,
Indonesia, and the United States, but not in large quantities. It has been noted that “the Japanese defense industry
concentrated on meeting the demands of the Self-Defense Forces and its growing defense industrial base™’
(Palmer [2010], p. 119).

45 Sakuragawa[1995],p.125.

46 Kimura[1953],p.90.

47 Terasawa [1952] introduced Nabayama [1950a]; Nabayama [1950b]; Ashida [1950a]; Ashida [1950b];
Ashida [1951a] Ashida [1951b]; Ito [1951]; Akiyama [1951], etc.

48 There are a number of studies that have put forward the viewpoint that the rearmament theory of Shigeru
Yoshida, who consistently advocated the concept of light military forces from the rearmament process to the
creation of the Self-Defense Forces, is the ‘Yoshida Line’ and that this is a characteristic of Japan’s postwar
defense policy.
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Japan’s defence policy during that period was dictated by the U.S. military strategy.

This issue was also discussed in the Diet debate. For example, Fukuzo Nakayama of the
Liberal Party said, ‘Assuming that a Pacific defence alliance of liberal nations is formed as
a result of the MSA, there was considerable discussion in the House of Representatives
recently, and Director General Kimura of the National Security Agency said that he might
mobilise some of the troops to take a joint stand, but he would not deploy them to the front
lines. However, we will not deploy troops to the front lines but may cooperate internally’.
In response to this statement, Prime Minister Yoshida said, ‘We have not promised to
deploy troops overseas. We have no intention of participating in the Pacific Alliance, nor
do we have any such plans at this time’.4°

What this meant was that he denied that Japan’s defence during the Cold War was defined
by the U.S. and emphasised Japan’s self-defence policy. In Yoshida’s judgment, following
U.S. regulations would force the Self-Defence Forces to become heavily armed instead of
lightly armed, and he developed the theory that excessive capital investment in the defence
industry was inevitable.

Prime Minister Yoshida also stated, ‘Regarding the MSA issue, we did not agree to the
MSA because of pressure from the U.S. but because the U.S. requested and hoped for it,
and Japan also requested and hoped for it. As a result of discussions, the MSA was
established. I believe that the Minister of Foreign Affairs has explained this fully’. Indeed,
the Minister of Foreign Affairs had already explained this to the Socialist Party and others
who criticised his policy of subservience to the U.S.50

One serious point of contention that cannot be avoided when discussing defence policy is
its relationship with Article 9 of Japan’s Constitution. The government side has been at
pains to explain this point. Although Ogata Taketora, Deputy Prime Minister of the Yoshida
Cabinet, argued that ‘the MSA arrangement does not add any military obligation and, in
that sense, I believe it is not a violation of the Constitution’, he was criticised by Soma
Sukenji of the Japan Socialist Party for saying that Article 8 clearly ‘reaffirms the decision
to fulfil military obligations under the Security Treaty. Article 8 clearly states, ‘We reaffirm
our determination to fulfil our military obligations under the Security Treaty. And by
determination, I think this is generally intended to involve action’.5! This was rejected
outright.

From these exchanges, the question of how to explain the consistency between the
military and the Constitution, including Prime Minister Yoshida’s concept of light
armaments, has been a consistent issue in Japan’s defence policy since the end of World
War II. It is for this reason that Japan’s defence policy has lacked consistency and has
repeatedly become an ambiguous policy issue for the ruling and opposition parties. This is
why Japan’s defence policy lacks coherence and has become a recurring point of contention
between the ruling and opposition parties as an ambiguous policy issue.

(2) Arms export markets and export performance

Until then, the defence industry had been a wartime depletion compensation for the Korean
War. After the armistice of the Korean War in 1955, when the suspension of orders for
ammunition, a consumable item, became a reality, the Defence Production Board began the

49 The above is the ‘19th House of Councilors Budget Committee Meeting Minutes’, No. 26, April 22, 1954, p.
3.

50 The 19th Budget Committee Meeting of the House of Councillors, No. 26, April 22, 1954, p. 4.

51 The 19th Budget Committee Minutes of the House of Councillors, No. 27, April 23, 1954, p. 11.
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process of identifying ammunition and other arms export destinations.52 With the rapid
increase in U.S. military assistance to Southeast Asian countries, which emerged as a point
of contention in international conflicts during the relevant period, the Defence Production
Board also embarked on a detailed investigation to explore the possibility of arms exports
to the region. It was reported that a total of 219 items were surveyed, including 54 items of
facility equipment, military vehicles, tanks and others, 54 weapons and important items, 63
items of communication equipment, 41 items of ammunition, 2 aircraft models and 5 other
items.53

The following year, in March 1956, the Japan Federation of Economic Organisations also
dispatched an economic goodwill civilian mission to Vietnam, Cambodia, Thailand, Burma
and Pakistan, with economic development cooperation as the main issue. Military assistan
ce, in a broad sense, was also planned, including technical assistance to the Vietnamese nav
al arsenal. However, it took some time before the dispatch of engineers was realised in the
spring of 1958. Thereafter, arms exports did not achieve the initially expected export perfor
mance due to political problems and the underdevelopment of the defence production syst
em. Specifically, as of June 1959, the total amount of actual weapons exports was $16.74
million, of which $4.91 million was compensation payments. 5

Despite the enthusiasm of the Defence Production Board, the results were disappointing,
and an ‘Opinion on Arms Exports’ was prepared on 12 July 1962. The report pointed out
the reasons for the sluggish exports and concluded that arms exports should be further
increased to overcome such problems. The Defence Production Board was trying hard to
find ways to increase arms exports as much as possible.

In tracking the actual situation, although about 46% of the weapons procured in 1958,
when the First National Defence Force Development Plan was announced, came from grant
aid from the U.S. military, the shift to domestic production of equipment steadily
progressed. In this sense, the trend towards self-reliance became apparent. In this
connection, Masao Kihara stated, ‘In 1955, when the Basic Policy for the Defence Program
was decided, there was a development from military production based on special
procurement to “self-reliant” defence production based on the defence program. In 1958,
when the First Defence Force Development Plan was openly launched, more procurement
was made by the SDF compared with special procurement, and defence production also
became “stable”. With a “market”, the items of military goods changed and diversified, and
the foundation for domestic production of military supplies was established’,5 noted the
report. Furthermore, ‘In 1962, the mass production system of military production that
enabled the domestic procurement of the SDF became established and autonomous, with
monopoly capital at the centre of the system’s6,

However, it should be noted that Kimura’s point about independence in terms of
munitions is not necessarily true at the quantitative level. It goes without saying that Japan
had no choice but to depend on the U.S. for many of the high-value weapons that required

52 In this connection, the Federation of Economic Organizations of Japan (Keidanren) stated, ‘At present,
Japanese arms production has resumed on the basis of special demand from the United States. Therefore, for this
to proceed systematically, it is an indispensable requirement that orders be placed systematically and
continuously with a certain outlook, along with the development of Japan’s own readiness to receive such orders’
(Resumption of Weapons Industry and Future Problems: A Summary Report on the Work of the Defense
Production Committee, Keidanren Monthly Report, Vol. 1, No. 3, March 1953, p. 34).

53 Committee on Defense Production [1964], p. 183.

54 Defense Production Board [1964], p. 202. By item, $744,000 for ammunition and explosives, $4,140,000 for
aircraft, $584,000 for ships, $1,574,000 for vehicle parts, etc.

55 Kihara [1972], p. 7.

56 Kihara [1972], p. 8.
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advanced technology.

5. Conclusion: Summarising the Three Issues

Finally, we conclude with a summary of the three issues raised in this paper. For the first
issue, Japan’s defence production and policy during the Cold War period were enacted in
the midst of rapid changes in the security environment in the Asian region after the Korean
War. In addition, the U.S. continued to request Japan to enhance its defence capabilities
from its democratisation policy. Moreover, Japan’s independence and alliance framework
were certainly defined by trends in the U.S. strategy towards Asia. In other words, the U.S.
defence buildup against Japan was a key factor in the U.S. strategy towards the region. The
U.S.” request to strengthen Japan’s defence against the Soviet Union and China came from
a part of the U.S. military strategy against the Soviet Union and China. Japan’s economic
development was positioned as a means to achieve this goal.

Within this framework, the pace of development of the defence industry during the Cold
War period of the 1950s, which began around the time of the Korean War, was regulated.
The process of such regulation resulted in economic independence. In this sense, the
strengthening and development of the military (defence) and the economy in Japan were
inextricably linked. From there, the inherently conflicting and contradictory relationship of
independence and alliance became diluted, making the development process of Japan’s
defence policy very difficult to watch.

It should be a given that a country’s defence should be self-sustaining. However, during
the Cold War, Japan was forced to identify itself with the superpower, the U.S. Therefore,
to sum up this reality in terms of subordination or dependence is an extremely cynical
understanding of the situation. The uncertainty in the defence policy of the postwar
Japanese nation that has persisted to the present actually stems from this uncertainty during
the Cold War period.

The second issue concerns the controversy over the evaluation of the defence policy
under the Yoshida administration, which is the subject of this paper. In other words, there is
a limit to understanding Prime Minister Yoshida’s stance, which responded to the U.S.’
demand for increased defence capabilities with a light arms concept to maintain a course of
economic priority in terms of independence and self-reliance. Although Yoshida was very
careful to ensure that quantitative expansion did not become the sole focus of his policy, he
was by no means opposed to the strengthening of defence forces, nor was Hitoshi Ashida
negligent in his relations with the U.S.

Therefore, it is said that the expectations and evaluations of Yoshida were higher than
those of Hitoshi Ashida, who had aggressively advocated the strengthening of defence
capabilities. Even for Ashida, the defence buildup was certainly a defence buildup in the
sense of preparing the appearance of Japan as an independent country, and he always had
in mind the strengthening of the alliance with the U.S. for this purpose. In this sense, there
is a contrast between Yoshida’s theory of light armaments and Ashida’s theory of heavy
armaments; however, in reality, while emphasising Japan’s independence in the rearmament
process, Ashida, who placed this issue within the context of the Japan-U.S. Security Treaty,
considered ‘independence’ and ‘alliance’ to be two sides of the same coin and not concepts
that were oriented in different directions. As Ashida pointed out in his essay ‘The United
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States and Japan’,57 ‘Independence’ or ‘self-reliance’ and ‘alliance’ were not conceived of
as opposing concepts or as opposing policies. From this point of view, the difference
between Yoshida’s and Ashida’s defence policies was not fundamental.

The coexistence of ‘self-reliance’ and ‘alliance’ within the same vector was the same in
Korea and became a characteristic of Japan’s postwar defence policy to a greater degree
than in Korea as a homogeneous issue, whether conservative or innovative. As discussed in
this paper, the defence industry forced Japan to restart its postwar industry and to revive
civilian demand. It was essential to leverage the defence industry, even though the prewar
military industry was partially dismantled. This was spurred on by the special procurement
demand resulting from the Korean War. The fact that civilian demand was revitalised with
the military as the leading sector may be accepted today as an undeniable economic and
political reality. The business executives represented by the Defence Production Committee
were keenly aware of this fact and insisted on its implementation.

Regarding the third issue, we can learn from the heated debate in the Diet between the
ruling and opposition parties over the status of the MSA agreement that it was a dispute
over self-defence and the Japan-U.S. alliance rather than a dispute that resulted from
differences in interpretation. Certainly, the MSA agreement was an agreement between the
U.S. and Japan that should be viewed under the category of military assistance. It is also
true that the MSA agreement was filled with intense feelings of rejection. Moreover, the
memories of the war had a strong influence on the debate. More than that, it was the fact
that Japan had made a fresh start as a peaceful nation under the new Constitution, and the
principles of defence policy optimal for a peaceful nation, the enhancement of the defence
industry to support it and its support for economic independence while suppressing the rise
of new militarism were the main points of the debate.

Among these, the role of the Defence Production Board was particularly noteworthy in
this paper. It is known that it was not only oriented towards the expansion of defence
production for the purpose of increasing defence capability in a linear fashion but also
called for complementary development and enhancement within a certain balance between
the so-called civilian and military demands. This was a rational choice that would curb
Japan’s militaristic political climate and enable the gradual development of an optimal
minimum defence force. However, it was also true that amid the fierce disputes between
the ruling and opposition parties, the formulation of a stable and definitive defence policy
did not proceed smoothly.

Therefore, the U.S. did not necessarily have absolute confidence in the Japanese
government, including the administration of Shigeru Yoshida, which is said to have been
relatively more credible from the U.S. perspective. It was always aware of the possibility
that the Japanese government and people might turn anti-American, and for this reason, it
never nakedly called for a coercive buildup of defence capabilities. For the U.S., Japan was
an important nation in its strategy towards the Soviet Union and China. At the same time,
the U.S. was consistently wary of Japan moving towards a trend of de-U.S. neutrality.

In the context of the overall intent of this paper, defence production in the broad sense,
including the issue of defence policy, has been extremely autonomous and has the potential
to change in any way depending on international factors. The future of Japan’s
independence and alliances as an independent nation would ultimately be defined by the
pressure of the U.S., and the ambiguity would deepen without end.

As a result, in the absence of a firm and steadfast Japanese defence policy, the

57 Nakano [2006], p. 115.
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development of the defence industry has also been influenced by extreme political factors.
While defence policy and the defence industry have changed substantially since the end of
the Cold War and through Japan’s rapid economic growth to the present, the structure of
the defence industry, which continues to be tied to the external factor of the U.S., has
remained unchanged.

The MSA agreement is divided into two categories: end-item aid and defence support aid.
The former is further divided into U.S.-made weapons loans and offshore procurement of
weapons. This makes us keenly aware of the need to explain the actual status of the U.S.
military and aid from the perspective of the U.S. military strategy through a detailed
analysis of the actual status of military aid applied to Japan based on the diversity of U.S.
military aid. I would like to leave this as an issue for the future.
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