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Policy Loans and Economic Growth:
The Case of the Industrial Bank of Japan in Pre-war Japan.

Yoshiro Miwa and J. Mark Ramseyer

For decades, scholars outside of economics have explained Japanese economic
growth through prudent government management. Although economists have been
more critical, even they have usually viewed favorably the role the government played
in finance. In these favorable accounts, they often give the Industrial Bank of Japan
(IBJ; Kogin) a central place. Founded in 1902 to encourage long-term industrial
investment, the bank maintained a reputation as the “central bank for manufacturing.”
During those pre-war decades, observers continue, it also developed the monitoring
technology now basic to the “main bank system.”

In the article that follows, we show that the IBJ never lived up to this
reputation. We make four broad points. First, the IBJ never received from the
government subsidies sufficient to have significantly increased the funds available to
manufacturing firms. The subsidies it could offer began modest, and stayed modest.
Second, despite its billing, during the early decades it did not lend primarily to
manufacturing firms. Third, when in the early years it lent to borrowers dictated by the
government, it lent pursuant to a political rather than high-growth dynamic. When it
lent to government-dictated borrowers in the later pre-war years, it did so to subsidize
the war. Last, the IBJ never developed any unusual ability to monitor borrowers.

In the end, the manufacturing firms in pre-war Japan simply did not need
another bank. Granted, to fuel their expansion they needed vast amounts of investment.
But it was money they could -- and did -- obtain directly from the financial markets

themselves.
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1 (1902-1945)
(*)
(**)
Kkk
(A (B) (A/B)x100
1902 10,000 2500 3,000  1,106] 3,236 3236| 2567 41 675 98 9% 21063 | 18,173 18 493 516
1903| 10000 2500 6000 1,638 4595 4595 5084 369 443 150 23485 | 19,813 23 517 524
1904| 10000 2500 8855 1,792 2,628 2638 8742 1195 3051 186 150 27,945 | 22536 12 529 533
1905| 10000 5000 9755 1434 2475 2012 4487 10332 1,858 3479 256 185 30,356 | 24,935 18 55.0 56.7
1906| 17,500 13750 9595 20310 12,373| 3300 15673 27,279 1,601] 1,155 881 40658 | 35895 44 56.0 59.3
1907 17500 16250 14,055 14,882 13617 4,688 18305 25394 2875 1559| 1164 40243 | 37,788 48 619 65.0
1908| 17,500 16,250 24,859 10070 24951 2,000 26951 24,314 1519]  1666| 1,300 42038 | 37,033 73 59.8 612
1909 17,500 16250 33241 8663 26620 4,340 30,960 25,601 1013|  1664| 1,300 47,634 | 40266 77 57.4 57.0
1910| 17500 16250 36718 8873 26233 3567 29,800 21,478 11,256|  1,656| 1,300 50978 | 43,049 69 57.6 57.4
1911| 17500 17500| 45161 4779 23630 16,122| 39,752| 22371 5959 1705 1,383 51,005 | 46,774 85 619 58.3
1912| 17500 17500 55517 3599 23679 16,357 40,036 24,211 13274|  1,758] 1,400 55800 | 53,200 75 653 63.7
1913| 17500 17500| 52,157| 15882 27912| 27.842| 55754| 22783 6,998 1,112 962 60,400 | 59,800 93 67.3 635
1914 17500 17500 56,689 16573 30,131 30,716 60,847 22,509 7403  1331] 1136 68,400 | 63,200 9% 62.0 60.8
1915 17,500 17,500| 64,208 18371 29,124| 29310 58434 29,505 11,901]  1,207] 1,049 81,400 | 71,000 82 58.0 64.9
1916 17500 17,500 77,270| 35503 31,995 45464| 77,459 41,068 12071]  1177] 1,006 116,800 | 101,000 77 627 802
1917 30000 20625 76403 50002 42242| 38383 80,625 44,175 23127 1282 1081 172,000 | 141,200 57 769 1072
1918 30000 26,875| 197,615 73,118 73558| 62,207| 135765 56499 22,118| 123778 2582 1517 250,400 | 205,400 66 1035 1339
1919 50,000 35000| 232,613 44,973 81,478 87546| 169,024 55969 26,118 100571  5177| 2,103 297,000 | 253,400 67 1377 139.4
1920 50,000 45000| 307,494| 34304| 91,003 206242| 297,335 49405 67,236 103839 4494 3357 314,000 | 247,200 120 144.0 1771
1921] 50,000 50,000 360,857| 41,0000 151,371| 182,376| 333747 53061 57,233| 115209 7,869 4,381 315,800 | 254,600 131 1320 146.4
1922| 50,000 50,000| 288598| 42,118| 162,050 94,173| 256,223| 53,165 24,589 96,987|  7,390| 5,000 303,400 | 243,800 105 130.0 144.9
1923| 50,000 50,000 308428| 69,666 196419| 111,200 307,718 59,047| 41,119 102,309| 6568 5,000 396,200 | 323,400 95 128.8 1483
1924 50,000 50,000 322,226 71,592| 189,851 100419| 290270 60,278 8548 102,011 6891 5000 401,400 | 312,800 93 130.0 146.7
1925| 50,000 50,000 286,269 64408 201,639 80870 282509 53611 13800 85068 3413 4,000 421,200 | 325,600 87 1316 130.0
1926 50,000 50,000 271,375| 44,022| 194,647 86,619 281,266 81,319 15450 55165 5352 4,000 446,600 | 357,600 79 1256 1215
1927 50,000 50,000 248497| 45889| 219,383 88410 307,793 82,043 15800 26,167| 4,192 3,000 563,600 | 388,000 79 1237 1185
1928 50,000 50,000 273003 49,954| 251,919 71,903 323822 76,146 2500 26554| 4,505 3,000 626,000 | 387,000 84 119.0 1155
1929| 50,000 50,000 278574| 44984| 260769 72,508| 333277 71,337| 16,750 769  4477| 3,000 642,000 | 402,600 83 1162 116.1
1930 50,000 50,000 333302| 46,856| 273512| 134,470| 407,982| 81,318 45550 866|  4,174| 3,000 637,400 | 401,800 102 104.4 96.6
1931 50,000 50,000| 343329 52976| 320484| 118168| 438652 97,412 75076  1,087| 4,178 3,000 633,800 | 412,400 106 924 82.3
1932| 50,000 50,000 404,040| 56,044 307,177| 108,061| 415238 100,677 1,785| 4181 3,000 686,000 | 414,400 100 934 90.7
1933 50,000 50,000 323840 59,233| 258936 92,789| 351,725 37,550 2190 5235 3,000 788,000 | 432,333 81 96.3 100.8
1934 50,000 50,000 290,392 59,735 217,491 93,135 310,626 100,262 2160 5178/ 3,000 846,667 | 430,167 72 97.6 99.1
1935 50,000 50,000 279,658| 69,033| 211,006 124,254| 335350 82,799| 5500  1,906| 4,176 3,000 890,000 | 464,833 72 100.0 99.1
1936 50,000 50,000| 244,477| 232,381 228909| 126,793| 355702 92,888 2781  4166| 3,000 963,833 | 544,000 65 102.4 1018
1937 50,000 50,000 640,867| 249,058| 264,877| 514,263 779,140| 106,464 3787| 4186 3000 1,096,833 | 665333 117 1104 131.0
1938| 50,000 50,000| 872,138| 255777| 386,500| 724,807 1,111,307| 124,654 33000 9179 5201 3000 1353667 | 771,333 144 1209 1414
1939| 200,000 87,500| 866,520| 383,670| 473473| 845666|1,319,139| 219.821| 164446 9060 6657 4353 1,756,833 [1,010,500 131 152.1
1940| 200,000 87,500| 1,425065| 201,075| 561,981| 1,349,996 1,911,977| 195314| 347,278 14017 8537 5250 2,148,833 [1,309,000 146 1757
1941| 200,000 87,500| 2,310,030| 248771| 724,882| 2,011,025/ 2,735907| 439,812| 484369 9312 10546 5250 2575500 1,523,333 180 1895
1942| 200,000  87,500| 3,280,500] 453,595| 884,325| 2,880,173 3,764,498] 794670| 667,061 11270 11126]  6124] 3,173,000 |1,795667 210 208.7
1943 4,936,600 |3,136,000 - 258.9
19443 200000| 87,500| 4,374,998 667,907| 5,849,829 153371|6,003200| 822641|1,615653| 22401| 15251|  7.655] 6,837,600 |5644,800 106 4039
19453| 200,000] 87,500| 6,714,386| 1,311,487 | #sssust|  74,105| | 772,719] 4,615570]  61,615| 14066  6124] 8,016,750 [7,483,625 162 621.1
*) 1933 1943 1044
1945
(**)1934-1936=100
(***) 100
1944 1945 3
1902 98 63

: [1970] 236-37 95 [1957] [1970]90-92 [1967]134



3% 4 11 5 10,000 2,500 33 3 23 70 12 35
38. 3. 10 |10 10,000 2,500 38 3 10 49
38.12. 9 10,000 5,000
39. 3. 6 17,500 12,500
39. 3. 27 17,500 13,750
40. 4. 15 17,500 16,250
44. 2. 25 17,500 17,500
44. 3. 24 17,500 17,500 44 3 24 28
6. 11. 1 30,000 20,625
7.5 1 30,000 23,750
7. 11 1 30,000 26,875
8 4 1 30,000[ 30,000
8 11 1 50,000[ 35,000
9. 4. 20 50,000[ 45,000
10. 10. 15 50,000 50,000
12. 9. 10 500,000( 50,000] 50,000 12 9 10 86 6
14. 4. 22 1,000,000 50,000] 50,000 14 4 22 86
14. 6. 9 1,000,000 200,000] 87,500
6. 3. 3 2,000,000 200,000 87,500 16 3 3 18
17. 4 1 5,000,000 200,000 87,500 17 4 1 84
20. 2. 14 0] 200,000[ 87,500 20 2 14 8
[1970]
238 53




1902-1913

) ()
19 42,362 51.3
3 3,000 37 41
(A) 22 45,362 55
(B) 1 19,526 237
4 17,650 21.3
5 37,176 45
27 82,538 100
(A) (B) 23 64,888 78.7

[1957] 85

41




4 (1914-1930)
(**) (***) )

1914 4 5,000 100.0 - - - - - 5,000
1915 3 4,350 314 - 9,500 - 3 9,500 68.6 13,850
1916 3| 15,000 100.0 - - - - - - -| 15,000
1917 - - - - - - - - - -
1918 4] 21,750 17.9 100,000 - - - 2| 100,000 82.1| 121,750
1919 2| 18,500 52.1 - 3] 17,000 - 3| 17,000 47.9 35,500
1920 10| 81,200 94.2 - 1 5,000 - - 1 5,000 5.8 86,200
1921 10| 77,100 72.0 - 1| 15,000 - - 1| 15,000 14.0 | 107,100
1922 4] 16,500 47.8 - - - 1| 15,000 1| 15,000 435 34,500
1923 12| 66,670 53.3 20,000 - - 3| 38,500 4| 58,500 46.7 | 125,170
1924 7 26,500 22.0 30,000 - - 2 20,000 3| 50,000 414 | 120,632
1925 4] 39,200 66.2 - 2| 20,000 - - 2 20,000 33.8 59,200
1926 3 7,600 20.2 - 1 10,000 2| 20,000 3| 30,000 79.8 37,600
1927 - - - - 3| 35,000 2| 20,000 5[ 55,000 79.7 69,000
1928 3 5,000 43 - 6| 80,000 2| 30,000 8 110,000 95.7 | 115,000
1929 5 37,030 29.2 - 5] 65,000 2| 25,000 7 90,000 70.8 | 127,030
1930 3 898 1.0 - 3] 30,000 4| 55,000 7] 85,000 99.0 85,898
7| 422,298 36.4 150,000 18| 286,500 8| 223,500 50| 660,000 57.0 11,158,430

(*) 176,150 30,000 30,000 206,150

15,000 1924
76,132
[1957]216 49




5  1936-1945)
1936.12 1937.12 1938.12 1939.12 1940.12 1941.12 1942.12 1943.12 194412 1945.8.15
99,333 372,794 451,586 638,698 914,355 1,483,397 1,987,333 2,604,201 5,708,737 9,815,890
13,966 72,645 43,139 66,881 99,238 154,357 267,236 311,196 704,255 1,554,567
16,294 128,211 199,099 378,468 577,320 908,014 1,216,404 1,725,267 4,070,293 6,615,469
- - 68,084 155035 404,705 739,434 937,680 1,182,075 2,767,606 5,171,313
21,321 107,926 133,681 122,785 155,148 338,604 400,953 428,421 816,899 1,199,686
51581 308,782 375919 568,134 831,706 1,400,975 1,884,593 2,464,884 5,591,447 9,369,722
47,752 64,012 75,667 70,564 82,649 82,422 102,740 139317 117,290 446,168
355,703 779,141 1111308 1319140 1911979 2735907 3,764,498 4769368 8678982 14618407

()
279 47.8 40.6 48.4 47.8 54.2 52.8 54.6 65.8 67.1
3.9 9.3 3.9 5.1 5.2 5.6 7.1 6.5 8.1 10.6
4.6 16.5 17.9 28.7 30.2 33.2 32.3 36.2 46.9 453
- - 6.1 11.8 21.2 27.0 249 24.8 319 354
6.0 13.9 12.0 93 8.1 12.4 10.7 9.0 94 8.2
145 39.6 33.8 431 435 512 50.1 51.7 64.4 64.1
13.4 8.2 6.8 5.3 4.3 3.0 2.7 2.9 14 3.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
[1957] 18-19




(1942-1943)

(11 (25 ) 5 ) 4 4 (45 )
100 100 100 100 100 ()
1942 1943 1942 1943 1942 1943 1942 1943 1942 1943 1942 1943

1876 2335 1753 2090 766 1066 241 248 4,635 5739 421 38.3

1244 1594 1204 1411 562 746 210 218 3,220 3,969 29.2 26.5
531 614 412 518 149 246 21 24 1113 1,401 10.1 94

2030 2866 2267 3384 1860 2699 224 280 6,379 9,228 57.9 61.7
801 1043 421 497 84 80 53 76 1,358 1,695 123 113
160 191 308 331 52 23 59 62 579 607 53 41
617 927 678 944 138 285 85 118 1518 2,273 138 152
192 393 639 1380 217 1943 4 6 1052 3,722 9.6 24.9

3905 5201 4019 5474 2625 3765 465 527 11,014 14,967 100.0 100.0

1634 1984 938 1282 449 774 258 298 3,279 4,337 29.8 29.0
328 453 179 308 89 274 55 89 651 1124 59 75
433 612 602 737 188 342 43 39 1,267 1,750 115 117

1839 2605 2479 3455 1988 2650 163 170 6,468 8,880 58.7 59.3
128 204 224 265 278 309 12 15 641 793 58 53
602 822 553 866 101 181 22 42 1279 1910 116 128
927 1173 1512 2002 1223 1713 82 87 3,744 4976 34.0 33.2

1944 7 22 14-15




1928-1943)

1928 1930 1933 1937 1940 1943
B
() 57 52 56 53 61 54 65 45 57 36 46 29
C( ) 206 205 187 195 199 209
() 54 53 51 52 51 49 63 46 59 38 53 33
C( ) 60 60 54 61 63 59
() 46 42 44 43 58 46 57 29 44 23 35 21
C( ) 37 35 33 36 39 59
( 60 46 62 48 58 51 66 26 47 18 41 19
C( ) 5 5 5 9 9 10
() 38 43 34 43 49 46 47 28 40 23 30 18
C( ) 8 8 8 8 9 10
() 59 62 61 60 63 62 74 52 59 45 48 37
C( ) 16 16 17 15 17 25
() 56 70 56 68 59 66 78 59 59 49 50 43
C( ) 10 10 11 8 9 15
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