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Foreword

AT THE END OF WORLD WAR Il in 1945 Japan was a shambles. Her in-
dustrial production had dropped to a mere forty percent of what it had
been at its peak. The whole nation seemed to be in a state of stupor
induced by the defeat, as well as by the loss of old beliefs, loved ones,
homes, and livelihoods. People were dying of starvation on the
streets. It was generally thought that Japan had been reduced to a
fourth-rate power. Even the Japanese themselves believed that the
chances of regaining their former status as a major world power were
nil. Yet once they accepted defeat and its inevitable consequences, they
applied themselves singlemindedly to the task of rebuilding their war- '
devastated land.

No time was lost on self-pity, tegret over the mistake of waging a
hopeless war, or hatred of the conquerors. With resilience, determina-
tion, and accommodation, the nation quickly lifted itself from the
ashes of defeat. In the space of 2 mere dozen years, it achieved the posi-
tion of leading shipbuilder in the world. In a span of less than a genera-
tion, Japan’s economic recovery was complete. She became the world’s
third great industrial power, surpassing the dreams of her most rabid
ultranationalists during the heyday of militarism in the 1930s.

Needless to say, the tense and fluid international situation imme-
diately following the war, which was highlighted by the struggle be-
tween the Communist and Free Worlds, played an important part in
Japan’s rapid economic resurgence. Howevet, no economic miracle
would have been possible without the deeply-rooted traditions, his-
torical experiences, ot technical and organizational skills of the Japanese
people.

From an economic point of view, Japan is no longer considered a
non-Western nation. Technologically advanced far beyond the con-
fines of Asian capabilities and potential, she is invariably grouped with
Western, rather than Asian, nations. Despite her industrially advanced
status, she is decidedly more traditional and Asian in the nonmaterial
aspects of life, such as thought, behavior, and wvalues, all of which
profoundly influence her economic and industrial activities at home and
abroad.

Mitsui: Three Centuries of Japanese Business is an impressive study of
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how the House of Mitsui began and developed into a huge economic
empire. More than any other corporate entity, Mitsui symbolizes con-
tinuity and change and represents the economic growth and develop-
ment of Japan during the past three hundred years. Furthermore, it is
the prototype of the powerful combines, or zaibatsu, which emerged
in the late nineteenth century and served as instruments of national
policy in the building of a modern industrial Japan. As such they were
the handmaidens in the government’s program of modernization and
industrialization along the lines of Western capitalism.

The founder of the House of Mitsui showed rare foresight in
voluntarily abandoning the family’s samurai status to become a mer-
chant, or chonin. Starting out as a small brewery for making saké and
soy, then expanding into a modest draper’s shop and money exchange,
Mitsui eventually became a huge conglomerate encompassing prac-
tically every type of business and industrial enterprise: banking,
insurance, shipping, foreign trade, retail merchandising, construction,
engineering, mining, brewing, textiles, chemicals, paper, glass, elec-
" tronics, optics, and real estate.

In addition to its various enterprises, Mitsui became the fiscal agent
in Osaka of the Tokugawa government neat the end of the seventeenth
centuty, continuing in this capacity for more than a century and a half.
But toward the end of the feudal regime, it found itself in serious
difficulties brought on by mismanagement. To rectify the situation, it
recruited Minomura Rizaemon, a manager of uncommon ability, who
not only injected new vigor into its operations but turned them
around, and laid solid foundations for a great economic empire.
Through an efficient information network, Minomura learned of the
sharply declining fortunes of the bakufu, well before the crucial battle
of Toba-Fushimi in 1868. Whereupon he began cultivating intimate
relations with the future leaders of the anti-bakufu forces, notably Ito,
Inoue, and Yamagata of Choshu. After the Meiji Restoration, Mitsui
severed its relations with the Tokugawa forces and helped to raise war
funds needed by the Meiji government to put down the resistance of
the die-hard bakufu supporters.

Following the demise of the feudal regime in 1868, the House of
Mitsui provided valuable expertise and resources toward the building
of the new Japan. It responded to the urgent call of the Meiji govern-
ment and furnished desperately needed funds for its operations. As the
government’s fiscal agent, it received deposits, disbursed funds,
handled trade, and even issued its own paper currency, since its credit
was better than the government’s. It was no accident, therefore, that
Mitsui was regarded as the de facto Ministry of Finance of the Meiji
government until the establishment of the Bank of Japan in 1882. By
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helping to put the nation’s finances on a sound basis, Mitsui not only
won recognition, but actually worked itself into the financial structure
of the government. The intimate relationship which was assiduously
developed between Mitsui and the government provided a model for
other enterprises.

Mitsui’s success was based not only on its policy of recruiting talent,
which included the adoption of promising young men into the family,
but also on its ability to obtain valuable advance intelligence regarding
the government’s moves, as well as to maintain close ties with the
government. Among the innovations which have been attributed to
Mitsui are sales on a strictly cash basis, emphasis on small profit per unit
and large sales volume, which still is characteristic of Japanese business
operations, 2 unique concept of the trading company, and the founding
of the first Japanese chamber of commerce.

Mitsui’s various roles in war and peace are well-known to historians
of Japanese business. It has participated in the development of Man-
churia, Korea, and China and in the expansion of Japan’s trade and in-
fluence, both economic and political, in various parts of the world. Its
far-flung activities have enabled it to gather all kinds of valuable in-
formation, not only for its own business operations, but also for the
government in its formulation of policies and conduct of diplomacy.

In the phenomenal economic recovery following the war, Mitsui
worked closely with other combines to ameliorate the harsh, if not
vindictive, occupation policy which could have resulted in the com-
plete dissolution of the zaibatsu. Thus, representatives of the zaibatsu
effectively functioned as 2 moderating influence to restrain overzealous
occupation officials from totally dismantling Japan’s economic struc-
ture. These same representatives convinced John Foster Dulles, the
personal envoy of the president, that a generous peace treaty would in-
sure Japan’s role as a reliable ally of the United States in the Far East. It
was no surprise, therefore, that Dulles met with the Japanese repre-
sentatives as well as the Supreme Commander for the Allied Powers,
General Douglas MacArthur, in the Mitsui Building in downtown
Tokyo, the citadel of zaibatsu prestige and power.

In explaining the postwar resurgence of Japan as a first-rate economic
power, the author reveals the close collaboration between the govern-
ment and the big-business establishment. He also shows how decisions
were reached and policies formulated in informal social gatherings of
small, intimate cliques at teahouses as well as in the executive suites of
big business and high government officials. A detailed account of the
Miike coal miners’ strike provides insight into the modus operandi of
big business in dealing with labor troubles. The author also follows
closely the events which generated the strong anti-Kishi sentiments in
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the nation, resulting in the cancellation of President Eisenhower’s pro-
jected visit in 1960.

This outstanding work on the history of the House of Mitsui is
valuable reading for those interested in the development of Japanese
business as well as the postwar rise of Japan as the world’s third in-
dustrial power of the twentieth century.

CHIiTOSHI YANAGA
Professor Emeritus of Political Science
Yale University




Author’s Preface

WHEN I WAS A LITTLE BOY, I was bundled off to Sunday school regulat-
ly, clutching 2 small pink envelope containing a few nickels and dimes.
Since there was a candy store lurking between home and the Presby-
terian church of my parents’ choice, the envelope did not always arrive
unopened. But since the contribution was intended for the succor of
pitiable Japanese heathens, conscience overcame craving as often as
not, and I assume that some of the money was eventually used for this
purpose by “our man in Tokyo,” the Reverend August Reischauer.

After that initial exposure, my attitude toward Japan passed through
the stages of indifference, disapproval, hatred, and again to pity and
indifference until, in 1959—several decades and two wars later—I
landed in Japan as a tourist. Obsetving the feverish reconstruction of
the cities and the signs of economic expansion on all sides, I found
myself intellectually and emotionally unprepared to assess the results
of my boyhood’s small investment. What was one to think of all this
vigorous, determined activity, in which great masses of people seemed
to act as one? Pity would have been impertinent, indifference incon-
ceivable, and hatred absurd. Only astonishment and wonder would do.
I realized for the first time that a unique kind of ferment beyond my
comprehension was in progress, and that I had better set about re-
pairing my ignorance.

The least answerable of my questions related to the nature of the
forces at work and the means by which they were being directed. What
kind of a show was this, and who was running it? At the time, a great
confrontation between the right and the left in Japan was shaping up,
and it was easy to become confused by political superficialities. But it
was soon apparent to me that the propulsion came from an essentially
united people, and that despite talk of social upheaval, guidance of the
nation remained firmly in the hands of a small elite called aiksi in
Japan and “big business” elsewhere. As a step toward understanding
the processes involved, I began to study and write about the economy,
finance, and industry for publications in Japan and abroad.

In the late 1960s Mitsui Bussan Kaisha invited me to write a history
of the venerable Mitsui concern. Rashly, I accepted because I thought
it would be a good chance to learn something about Japanese economic
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history. The result, born from sore travail, was a series of fifteen
articles called “The Mitsui Story” that appeared in Mitsui Trade News
between 1969 and 1972. On the basis of research conducted for that
project (in which Mitsui Bussan cooperated fully) I began an independ-
ent work, the outcome of which is Mizsui.

I should like to emphasize that this is not an “authorized history.”
Although officials of several Mitsui companies have been most helpful
in providing information and references, the selection of material and
the opinions presented here are my own. No member of any Mitsui
company has seen any part of the manuscript, and therefore no one but
myself can be held responsible for any errors, omissions, or other
faults that may be found in these pages. And although Mitsui Bussan
has kindly permitted its familiar emblem to be used as a decoration in
the book, it must not be construed as being an endorsement of this
history or of anything in it.

In Japan, the family name precedes the given name, and that custom
has been observed in this book. The spelling of names is always a prob-
lem because they must be transliterated from ideographs that may
have many readings. Furthermore, Japanese are accustomed to chang-
ing their names for various reasons. In rendering names I have tried to
use the reading and spelling preferred by the person concerned and
have also used the name under which that person is or was best known.
Honorifics, used invariably in Japan, have been omitted here.

In assembling and evaluating historical material, I had to cope as best
I could with an overabundance of opinions and a dearth of hard facts.
Even in ascertaining the number of deaths resulting from the Great
Kanto Earthquake of 1923, one finds several “authoritative” figures,
all different. Until 1945 Japan was a closed society, in which freedom of
inquiry and expression were severely limited, and credence was based
upon authority rather than veracity. Yet to hedge each fact with dis-
claimers would be unduly cumbersome in a book of this kind, so in
most cases I have given the data or versions of events that I considered
to be the most valid, without qualification. I entreat the reader to view
cautiously the portions dealing with prewar history. Some small parts
of the book have appeared, in different forms, in the Far Eastern Econom-
ic Review, Burroughs Clearing House, Corporate Financing, and the Meanjin
Qnarterly.

In preparing to write this book I have talked with scotes of persons
connected in some way with the eleven Mitsui families or with the
Mitsui group of enterprises bearing their name. I shall cite only a few
individuals who are representative of their particular organizations,
while extending heartfelt thanks to others who have been no less help-
ful.




PREFACE - Xiif

Particular thanks are due to Mitsui Hachiroemon Takakimi, present
head of the main family; Mitsui Takasumi, chairman of the Mitsui
Foundation, and Mrs. Mitsui; Mitsui Reiko, who is compiling 2 his-
tory of the House; Mitsui Takamitsu, heir of Hachiroemon; Mitsui
Takanaru, head of a branch family, and Mrs. Mitsui.

Of those connected with the Mitsui families, I wish to thank Shirane
Matsusuke, a former vice-minister handling the Imperial Household’s
finances; Minomura Seiichiro, a descendant of a famous manager
of the Mitsui concern; and Minomura Tomoyuki, also a descendant.
Of special help has been the historian Yamaguchi Eizo, custodian of
the Mitsui family archives. For general information about Japan and
its history T am beholden to Nishi Haruhiko, former Vice-minister
of Foreign Affairs; his son Teruhiko, Honorary Consul of Ireland
in Japan; Shirai Kuni, proprietor of the Yamaguchi teahouse, at
which the leaders of modern Japan have congregated since the Meiji
era; and Sakamoto Moriaki, an expert on the history of the Satsuma
clan.

Former high officials (now elder statesmen) of Mitsui enterprises
whom I have interviewed with interest and benefit are Sato Kiichiro of
Mitsui Bank; former finance minister Mukai Tadaharu; Tashiro Shigeki
of Toray Industries; and Niizeki Yasutaro, Mizukami Tatsuzo, and
Tanabe Shunsuke of Mitsui Bussan. At Mitsui Real Estate Develop-
ment I learned much from president Edo Hideo; and at Mitsukoshi,
from president Okada Shigeru. President Omoto Shimpei and chairman
Kurata Okito, of Mitsui Mining and of Mitsui Mining & Smelting,
respectively, wete especially generous with their time. At Mitsui Bus-
san I had very enlightening conversations with president Wakasugi
Sueyuki; Sakurauchi Takeshi, then adviser to the board; and Ogino
Sachu, general manager of the finance department. In addition, I talked
with numerous directors, managers, and superintendents of Mitsui
Mining, Mining & Smelting, Aluminum, Petrochemical, Shipbuilding
& Engineering, Bussan, Bank, and other companies of the group,
whose courtesy and helpfulness are deeply appreciated.

Among those unconnected with Mitsui but deserving of special
thanks are Takahata Seiichi, former chairman of the Nissho trading
company, and Eleanor Hadley, a noted authotity on Japanese oli-
gopolies. For early guidance in the arcana of Japanese politics I wish
to thank sociologist Shibata Tokue, Director of the General Planning
and Coordination Bureau, Tokyo Metropolitan Government; theorist
Ichiyo Muto; historian David Condé; and editor Uyeno Kazuma. For
patient assistance in research, I express my thanks to Kurotaki Mitsu-
gu, Furuyama Eiji, and the library staffs of the Foreign Correspondents
Club and International House of Japan. Constructive editorial help




Xy « PREFACE

has been given by Martin Davidson and Rebecca Davis. And finally,
I offer my deepest gratitude to Midori Yamakawa for her able and
energetic research, translation, and general help, without which this
book could never been completed.
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| - From Sword
to Soroban

MITSUI IS THE WORLD’S OLDEST large-scale business enterprise. The
Mitsui family opened its first shop five years before the Pilgrims landed
in New England, and established a bank—still operating in the same
location—in 1683, a decade before the Bank of England was founded.
Late in the 1860s, soon after the Civil War in the United States, the
House of Mitsui gave indispensable help to the revolutionaries who
toppled the ancient military regime in Japan and loosened the shackles
of feudalism. From then on Mitsui was in the forefront of Japan’s eco-
nomic modernization, and by the early twentieth century it was a domi-
nant political force in the fast-rising nation.

The power and reputation of the concern reached full maturity after
the First Wotld War, and in the nineteen twenties and thirties the name
Mitsui inspired respect and awe, or hatred and fear, throughout the
Japanese empire. The skies above Japan’s cities darkened with the
smoke from Mitsui’s mills and factories. The rivers grew turbid with
the outpourings from their mines, metal refineries, and pulp mills. The
earth shook from the vibrations of their hydraulic presses, pile drivers,
and blastings. Mighty ships glided down the ramps of Mitsui dockyards
to join the fleet of Mitsui vessels plowing through remote seas, bringing
raw materials for Mitsui industries, or carrying away the goods they
produced in quantities that at first astonished and then appalled the
world.

From the northern frontiers in Hokkaido to Kyushu in the south
Japanese men, women, and children toiled in Mitsui’s forests, fisheries,
and plantations. They labored ceaselessly in the stifling labyrinths of
Mitsui mines and in small workshops, wholesale houses, docks, ware-
houses, lumberyards, and quarries owned or controlled by Mitsui.
University graduates competed fiercely for employment in the offices of
Mitsui banks and insurance and commercial houses, the most pmssant
and prestigious in the nation.

Although the people may have been unaware of it, a large share of the
necessities and luxuries they purchased were produced ordistributed by
Mitsui, and perhaps one out of every ten Japanese was dependent upon
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a Mitsui enterprise or subsidiary for the wages with which to buy them.
In Japan’s colonies—Formosa, Korea, and South Sakhalin—as well as
in Manchuria and parts of China proper Mitsui operated the most pro-
ductive concessions, and imported their products to Japan or exported
them to other countries. Mitsui was the main backer and beneficiary
of the South Manchurian Railway, the largest single private enterprise
in the Japanese empire, and sponsored armies of mercenaries for the
penetration and pacification of China. Mitsui supplied arms and money
first in 1912 for Sun Yat-sen’s revolution to overthrow the Manchu
dynasty and then in 1932 to restore the same dynasty in Manchuria—
which Mitsui had once neatly succeeded in buying outright from cor-
rupt Chinese politicians.

Mitsui Bussan Kaisha, known abroad as Mitsui and Company,
spanned the globe with its trading and shipping network, through
which it handled about forty percent of Japan’s exports and imports.
More extensive and better organized than the Japanese foreign office,
it conducted diplomacy for the government and gathered not only
commercial information but political and military intelligence that was
often of decisive importance to the nation.

In 1905, during the Russo-Japanese War, managers of Bussan’s
branch office in Shanghai followed the movements of the czar’s Baltic
Fleet, flashed accurate information to the Japanese high command, and
enabled the imperial navy to win one of the greatest sea battles of
modern times. During the First World War Mitsui Bussan obtained
advanced military aviation technology by purchasing a large American
aircraft manufacturing plant and virtually monopolized sales of aircraft
in Japan for a long time thereafter. Two decades later coded messages
planted in Bussan’s trade reports from Honolulu helped Japanese in-
telligence to keep abreast of the disposition and movements of the
United States Navy’s watships at Pearl Harbor up to the morning of
December 7, 1941. Throughout the Second World War Mitsui men,
secretly commissioned as intelligence officers (and other officers dis-
guised as Mitsui employees), worked for the fatherland wherever the
company was permitted to operate. Bussan’s branches served as virtual
appendages of the military government in the vast but short-lived
“Greater East Asia Co-Prosperity Sphere.”

Mitsui was Japan’s largest private contributor to charitable institu-
tions, hospitals, schools, and patriotic organizations. Its paternalistic
manufacturing and mining enterprises adopted some of the most ad-
vanced labor practices of the West, and their employees enjoyed the
best wages and working conditions in the country. Yet the Mitsuis
were hated as exploiters and profiteers. In the 1930s their highest
executives were advised to wear bulletproof vests, and two who ignored
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this counsel were assassinated—by members of secret societies that
were subsidized by other Mitsui executives. It was Mitsui that provided
both precious radium for cancer research in Japan and opium for the
pacification of occupied tegions in Asia. Mitsui factories made the
dyestuffs for the colorful Japanese fabrics that gained worldwide favor;
but, when national policy dictated, the same plants were converted to
the production of military explosives and chemical weapons for wars
of aggression. Mitsui’s leaders were the most effective opponents of
communism in Japan, and a Mitsui subsidiary supplied a major share
of the weapons used by the czarist regime in its futile effort to crush
the Russian revolution. The same weapons, ironically, were instru-
mental in assuring the victory of Lenin’s Bolsheviks and establishing
the Soviet Union.

Controlling as it did one of the major prewar political parties in
Japan, Mitsui could influence legislation, atrange the appointment of
friendly cabinets, and make its imprint upon foreign policy. Independ-
ently or in collaboration with other gaibatsu, ot family-controlled finan-
cial cliques, it could often thwart power-hungry bureaucrats and mili-
tarists, promote necessary administrative reforms, and oust incompetent
governments. Its officials, using economic leverage, also had the power
to suppress reform movements, smash unions, imprison or liquidate
agitators, and secure immunity for miscreants within their own ranks.
Their hatchet men included cabinet ministers, military officers, police
chiefs, newspaper editors, and bosses of terrorist societies, who would
stop at nothing in supporting the interests of their protectors.

Mitsui’s trade and overseas investment programs boosted the nation’s
power and prestige, smoothing the way for its expansion in foreign
markets and giving it access to vitally needed raw materials. Among
the zaibatsu Mitsui stood out as an advocate of peaceful trade and
international good will, yet its decisions sometimes fueled the flames
of war and determined the rise or fall of foreign governments.

The four largest zaibatsu owned about twenty-five percent of Japan’s
corporate assets, and just two of them were responsible for three-
fourths of Japan’s overseas investments during the height of Japanese
imperialism. Standing head and shoulders above the others was Mitsui,
whose sprawling empire embraced every significant sector of industry,
finance, and commerce, and employed as many as three million people
domestically and overseas.

At the head of this empire was the Mitsui holding company, which
under a succession of names ruled its vassal businesses in much the
same way as the Tokugawa shoguns had exacted obedience from the
feudal lords of Japan. And, like those shoguns, who governed in the
name of the imperial court, the main company was subject to a higher
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authority. In this case the “emperor” heading the main family was Bat-
on Mitsui Hachiroemon, a ditect descendant of the Mitsui who had
founded the House three hundred years before. The princes in this sov-
ereign House were the heads of the ten branch families, who were
bound together by a formal constitution dating from the establish-
ment’s second generation. This unusual document prescribed explicit
responsibilities, duties, policies, and behavior expected of each individ-
ual, as well as the unalterable hierarchy of the families, their shares in
the proceeds of the business, and the nature of official and personal re-
lationships to be maintained among them.

The perpetuation of a family’s fortune and position by a written code
is not unusual in the world, or even in Japan. What distinguished the
House of Mitsui from other wealthy and influential families was its
rapid development into a national institution and its tenure of quasi-
official status through the tumultuous events of modern history until
its enforced collapse in 1945. In this respect there is a strong similarity
between Mitsui and the European houses of Rothschild and Krupp,
whose activities also were closely bound up with the fortunes of empire.
But the Mitsui influence emerged much eatlier, and seems to have been
more pervasive than was that of any European or American financial
house. Without the support of Mitsui the momentous Meiji revolution
of 1868 could scarcely have succeeded, and in the subsequent decades
of the nation’s metamorphosis Mitsui was the foundation upon which
the modern Japanese economy was built. The role that individual
Mitsuis played in those developments is uncertain, but their participa-
tion was considered to be so essential that collectively they became vit-
tual hostages of the state.

The parallel between the House of Mitsui and the imperial family of
Japan is striking. Its origins were shrouded in the same kind of official
mythology, and its structure and regulations were elaborated by the
same legal authorities who rationalized the juridical basis of imperial
rule. In times of peril its continuation was assured by government in-
tervention; its matrimonial alliances (eventually with some of the em-
perot’s relatives) were arranged with equally fine discrimination; and
the personal activities of its members usually were immune from scru-
tiny and criticism. At the height of its power its leaders—whose posi-
tions were hereditary—were supervised by the same elder statesmen
who surrounded the emperor, and the decisions of its administrators
were subject to their veto. Like personages of the imperial house, the
Mitsuis’ chiefs were seldom seen by anyone except peers of the realm,
high executives, or members of their households. Their faces were
known to the public only through official portraits, and their activities
only from carefully censored news reports. But the features of two
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Mitsuis, like those of Emperor Meiji, were known to every literate
Japanese and revered by many: the founder of the House as a major
enterprise, Mitsui Hachirobei Takatoshi, was portrayed in the primary-
school readers issued to every boy in the country; and the likeness of
his remarkable mother, Shuho, appeared in similar books for girls. Ac-
companying the pictures were homilies extolling the thrift, enterprise,
diligence, and foresight of those worthies, presented as examples to be
followed by every upright youth.

The first Mitsui shop was established not by Hachirobei but by his fa-
ther, Sokubei Takatoshi, whose claim to fame lay in his foresight and
courage in renouncing his rank as a samurai, or warrior-aristocrat, to
become a lowly tradesman. Sokubei’s forebears had been provincial
lords of minor importance but of substantial estate. It is difficult to
trace their pedigree for more than a few centuries, because class-con-
scious Japanese have always tended to cherish flattering legends about
their origins. The Mitsuis are no exception: in prewar days, when his-
tory was their handmaiden, their obliging genealogists tried seriously to
trace the clan’s ancestry back to the Fujiwaras, who, like the emperors,
were legendary descendants of Amaterasu Omikami, the Sun God-
dess.

According to one legend, a member of the Fujiwara family who was
named Umanosuke Nobunari left Kyoto about A.p. 1100 (during the
period of the first crusades in Europe) to take up his abode in nearby
Omi Province. The new settler, while looking over his property, ex-
tending along the shore of Lake Biwa, discovered that it had three
wells. In one of them he found a treasure in gold coins. To commem-
orate this good fortune he changed his name to Mitsui, which means
“three wells.”

The Mitsuis’ history, as distinguished from their mythology, seems
to begin late in the Muromachi period, at about the time when, on the
other side of the world, Christopher Columbus was asking the rulers of
Portugal and Spain to finance his visionary projects. At that time the
Mitsuis wete retainers, with samurai rank, of the Rokkaku branch of
the Sasaki clan in Omi province. Those Sasakis, famous as watriors,
belonged to the Omi Genji, descendants of Minamoto Yoritomo (1148-
99). That military genius, having defeated the dominant Taira clan with
the help of Sasaki’s samurai, had been appointed by the emperor in
1192 as the first seii-tai-shogun, ot “batbarian-quelling generalissimo,”
and had introduced the bakufu, the system of government by shoguns,
which thereafter would control Japan. Three hundred years later the
Sasakis were still firmly ensconced in their Omi stronghold.

Amid the anarchy that prevailed during most years from 1300 to
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1600, every samurai home had to be an armed camp, and the family
unit took on tactical as well as social importance. Kannoniji castle, for-
tress of the Sasaki lords, was besieged trepeatedly, and neighbors less
stoutly defended were in constant jeopardy. The Mitsuis, small in stat-
ure and delicate in build, owed their survival to the power of the Sasaki
daimyo, whom they apparently served as administrators rather than
fighters. Even so, the Mitsuis must have been of rather high rank, for
late in the fifteenth century they were able to marry one of their daugh-
ters to Takahisa, a younger son of Lord Sasaki.

Because of the need for continuity and solidarity in the family, it had
become customary for a father to bequeath his entire estate to his oldest
or most capable son, ot, if he lacked a natural heir, to adopt as a son the
husband of one of his daughters. Such an adopted heir, or _yoshi, was
Sasaki Takahisa, who became head and protector of the Mitsui house.

Takahisa built a castle at Namazue, east of Lake Biwa, where the
Mitsuis lived as a petty daimyo clan under the aegis of the Sasaki war-
lords. Little is known of Takahisa’s descendants duting their occupancy
of Namazue castle, but as samurai they must have followed the code of
knighthood known today as bushido. This inflexible and ungentle brand
of chivalry, introduced by Takahisa’s ancestors, the Minamoto shoguns,
emphasized courage in battle and loyalty to one’s liege lord even at the
sacrifice of one’s fortune and family, with death by seppuks, or ritual
disembowelment, as the compulsory alternative to dishonor. The true
warrior had to show indifference in the face of danger, hardship, love,
and death. Unlike European knights, a samurai was forbidden to dis-
play sentiment, and in his austerity he was contemptuous of material
gain. His rewards for enduring a spartan and dangerous life were the
prestige of being near the top level in a rigidly stratified society, and the
privilege of wearing two swotds, the temper of which he was free to
test upon the unresisting flesh of peasants, craftsmen, merchants, or
outcasts whenever he saw fit.

Provincial life in those dark ages was neither comfortable nor secure,
for one never knew when a band of samurai, bellowing defiance, with
swords flashing and torches alight, might swagger into a village or
manot, to leave it a blazing shambles. For those thick-skinned gentry
bloodshed was the badge of manliness, and individual mayhem or in-
discriminate massacre the very meat and marrow of life.

The most bloodthirsty warlord of the sixteenth century was Oda
Nobunaga, a2 minor daimyo who nursed the high ambition of bringing
all of Japan under his sway. In his rampage through central Japan he
trampled over anyone or anything that lay in his path. To curb the in-
fluence of the Buddhist warrior-priests, who then held great secular
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powet, he set thousands of temples ablaze and slaughtered every one of
their defenders.

Among those who impeded Nobunaga’s advance through Omi on
his march toward Kyoto were the Sasakis and their vassals, whose
martial skills, valor, and fortified castles availed them nothing against
the savagery of the invaders. During Nobunaga’s onslaught sixteen
castles, including those of the Sasakis and the Mitsuis, were razed ot
captured. The few survivors of the Sasaki clan were subjugated, and
thereafter the Rokkaku House of Sasaki vanished from the annals of
Japan’s history.

The Mitsuis, meanwhile, were demonstrating the prudence for which
later they were to become renowned. The head of the House, Takayasu,
Lord of Echigo, sensing the approaching danger, told his servants to
pack whatever valuables were portable, and fled with them, his family,
and a few retainers. With phenomenal luck (another characteristic of the
Mitsuis), they made their way across central Honshu to Ise Bay, and
at length found refuge near the peaceful town of Matsusaka, where as
an unemployed samurai Takayasu had plenty of time to think upon this
lesson in the disadvantages of bushido.

Within a decade after the defeat of the Sasakis in 1568 Oda Nobunaga
had subdued most of Japan, and after his death the task of unification
was pursued successively by his ablest generals, Toyotomi Hideyoshi
and Tokugawa Ieyasu. But rivalry between Hideyoshi’s followers and
Teyasu once again divided the country into two warring camps. The
showdown came in 1600, when two mighty armies—about 160,000 men
in all—joined in battle at Sekigahara, near Nagoya. Ieyasu won the day,
took forty thousand heads as trophies, and emerged as undisputed ruler
of Japan. By redistributing the fiefs in such a way that his most loyal
vassals could keep watch over those whose reliability was questionable,
he prevented any effective challenge to his rule. In consultation with
Japan’s wisest scholars he established the Tokugawa shogunate, the
government that endured from 1603 until 1868.

A detached but interested observer of Ieyasu’s victories and reforms
was Mitsui Sokubei Takatoshi, eldest son of the Takayasu who had
been Lord of Echigo. Apparently 2 gentleman of leisure if not of afflu-
ence, Sokubei had taken root in Matsusaka, a market center for the
fertile and relatively prosperous Ise Province, now a part of Mie Pre-
fecture. But he had not become a rustic, for Matsusaka was near a busy
port for coastal trade and was also a stopping point for pilgrims jour-
neying to the Grand Shrines of Ise, then as now the most sacred place
of worship for believers in Shinto. Sailors, pilgrims, and traveling mer-
chants brought news quickly to Matsusaka, and from them Sokubei was
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able to judge the trend of the times. He also took occasional trips to
Edo (now called Tokyo), where Ieyasu had built an enormous castle as
headquarters for his tightly organized bakufu government. What as-
tonished Sokubei most was the rapid growth of the town lying outside
the walls of Ieyasu’s fortress, which was some two miles in diameter,
and the ever more important role that trade was playing in the life of the
bakufu’s populous capital.

Officially, commerce was considered a parasitic occupation, and the
chonin, the merchants or townsmen, occupied a social rank just one step
above the e7a, the outcasts, who wete not classified as human beings.
Sumptuary laws prohibited the chonin from wearing fine clothing,
using certain forms of speech, or living in districts of the city that were
inhabited by samurai.

But during the sixteenth century, despite almost constant warfare and
political chaos nationally, workers in agriculture, industry, and trade
had shown considerable improvement in the amounts and quality of
their goods. As local watlords brought weaker neighbors under their
sway, feudal unity was strengthened and internal commerce was fos-
tered. Concurrently, the traditional system of bartering rice for handi-
crafts and other commodities was being gradually supplanted by the use
of money. Burdened by the costs of watfare, daimyo borrowed to meet
expenses, and prosperous commoners, not only merchants but land-
holders and priests as well, became moneylenders.

As the money economy developed, the merchant class grew in num-
bers and, despite formal kinds of discrimination, was tolerated and even
on occasion given official status. The best appointments fell to those
who had helped Tokugawa Ieyasu before the Battle of Sekigahara by
providing his troops with supplies on credit. In Edo as well as in Osaka
—the commercial center of western Japan—they even took part in city
administration. Those long-sleeved quartermasters to the bakufu en-
joyed a status far above other members of their class, and their positions
had the advantage of being hereditary.

From such observations, and the unfortunate experiences of his own
family, Sokubei formulated an original vision of Japan’s future and the
Mitsuis’ place in it. He could see that, in a country thoroughly pacified
by a central government, the role of the watrrior class inevitably would
wane. The likelihood of wars with other countries was remote, since
Ieyasu, alarmed both by the susceptibility of his countrymen to the
Christian religion and by the power of European ships, had begun
tightening the exclusion laws directed against foreign traders and mis-
sionaries. Sokubei could also see that under the orderly rule of the
bakufu agriculture, industry, and domestic trade would thrive and
that despite any rules to the contrary those people who were qualified
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to engage in business would rise in power and affluence. Reputed to be
the shrewdest and most ubiquitous merchants in Japan were the men of
Omi, his ancestral home, and of Ise, his adopted one. It was not unrea-
sonable to believe that, in such a setting and with a modest amount of
capital, a Mitsui could also succeed in business. At some point in his
cogitations upon these matters he made the secret resolution, breath-
taking but perfectly logical, to exchange his samurai’s swords for the
soroban—the abacus of a Japanese tradesmen.

His choice of a time for reaching that decision was most appropriate,
if not prophetic. In 1616, the final year of his life, Tokugawa Ieyasu
eliminated the last contender for supremacy and left his worthy son
Hidetada, who had succeeded him as nominal shogun eleven years ear-
lier, securely in command of the unified empire. In the same year all
ports except Nagasaki and Hirado were closed to European ships, as a
measure for regulating foreign trade and preventing the conquest of
Japan by those aggressive Europeans. At this significant time in history
Sokubei made a trip to Edo. Upon his return, perhaps with his imagina-
tion inflamed by the prosperity he had seen there, he assembled his
household—his wife Shuho, several children, retainets, and servants—
to inform them of their impending descent to plebeian status. His task
was not made easier by the mutely accusing presence of an exceptionally
large suit of armot, once worn by his more courageous ancestors and
brought from Omi during Nobunaga’s onslaught. But now there was
no daimyo to whom the Mitsuis owed fealty, and as head of the House,
Sokubei’s first duty to his ancestors was to repair its fortunes. Bowing
to the family shrine and clapping his hands smartly, he explained his in-
tention to sacrifice the Mitsuis’ hallowed but empty privileges for the
sake of their material welfare: “A great peace is at hand,” he declared
solemnly. “The shogun rules firmly and with justice at Edo. No more
shall we have to live by the sword. I have seen that great profit can be
made honotrably. I shall brew sakeé and soy sauce, and we shall pros-
per.”!

This simple speech, made in 1616, and recorded in the family chron-
icles more than three hundred years ago, marked the beginning of the
Mitsuis’ financial empire.




2 - Echigoya
the Shunned

IN FEUDAL JAPAN political and military activity centered upon the
strongholds of the shogun and his vassals, who lived as sumptuously as
the rice yields of their fiefs permitted. At their castle-courts, surrounded
by mazes of walls and moats, they assembled retainers, soldiers, crafts-
men, concubines, and servants, whose needs and fancies engendered
trade. Markets grew up outside the castle walls and developed into pop-
ulous settlements. In just that way the ancient Chinese ideograph for
“market” had come to represent “town” or “city,” as well. The castle
town of Matsusaka was fortunate in being under the protection of a dai-
myo who headed the Kii branch of the Tokugawa family and enjoyed
the bakufu’s favor. Lord Kii’s courtiers and retainers received ample
stipends, and local business was further enhanced by the steady stream
of pilgrims traveling to and from Ise’s shrines. Mitsui Sokubei could
not have chosen a better starting point for his career as a chonin.

The brewing of saké and of soy sauce are relatively simple processes,
requiting only a small amount of capital and a few workers who know
the traditional skills. Sokubei’s brewery was different from others only
in being run by a former samurai. People began calling it Echigo-dono-
no-sakaya, Lord Echigo’s saké shop, because his father had borne that
title. The appellation suggests that Sokubei was respected, but that
commoners were somewhat in awe of this aristocratic brewer. At any
rate they were slow to patronize his shop, and business was poor at
first. What little of it there was Echigo-dono managed badly. Although
he was adept at light verse and calligraphy, he was clumsy with figures
and even worse at drumming up trade.

It was his wife Shuho, the daughter of a successful merchant, who
stood between Sokubei and failure. Although she had married him
when she was only thirteen years old, and began to bear children soon
afterward, she found time to participate in business affairs and showed
remarkable aptitude as she matured. Unencumbered with social preten-
sions, she could talk to customers in their own dialect and gained favor
with their servants by offering them tea or tobacco when they came on
errands. On market days farmets from the countryside were in a festive
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mood, and pilgrims and other wayfarers were always thirsty when they
arrived in Matsusaka. Under Shuho’s cajoling, customers at the shop
often spent more than they should have and had to borrow money for
the journey home, leaving their valuables as security. From this practice
it was only a short step to pawnbroking, a business she established as a
sideline. Interest on loans and income from selling unredeemed pledges
turned out to be more profitable than brewing, and Echigo-dono’s shop
began to prosper.

Taking warning from the prodigality of others, Shuho cultivated the
trait for which she is best remembered—thrift. As a young mother with
four sons and four daughters to provide for, she served very frugal
meals, and no one was allowed to leave until his rice bowl was empty.
Even when she could afford silk she and her children wore cotton,
which was grown, spun, and woven in the Ise region. Every youngster
was required to contribute to the welfare of all by doing useful tasks,
which formed the most important patt of his meager education.

When Sokubei died prematurely in 1633 his widow found consola-
tion in religion and work. Rising at daybreak, she would bathe in cold
water and pray to the Buddha and to Shinto deities before starting her
day’s labors, which extended well into the night. Despite her profes-
sional conviviality in the shop she led an increasingly austere life pri-
vately, and her frugality earned her a reputation for miserliness.

Shuho worshiped frequently at the temples, but to avoid wasting time
she and her maids would do a bit of scavenging on the way home. They
would collect discarded sandals and horseshoes, which were woven
from straw, to be used as fuel or compost. Paper strings, with which
men and women tied their hair, were picked up, spliced, and wound
into big balls for use in the shop.

In Shuho’s household nothing was wasted. The lees from the sake
and soy vats were converted into edible byproducts, ordure was saved
for fertilizer, clothing was handed down until it was threadbare, and
even broken utensils were put to some unexpected use. Thus a bottom-
less vat was converted into a cistern, and a leaky wooden dipper became
a flowerpot stand. In such an eccentric matriarchy, Sokubei’s children,
the first generation of Mitsui commoners, acquired the values that were
to bring fortune to his descendants.

The most flourishing market in Japan was Edo, whose inhabitants—
called Edokko—were renowned as spendthrifts. Many merchants of
Omi and Ise joined the rush to the shogun’s capital on the sound theory
that a fool and his money are soon parted. When Shuho’s eldest son,
Saburozaemon Toshitsugu, was thoroughly trained at Matsusaka she
sent him to Edo with capital to open a draper’s shop called Echigoya.
Assisted by the third son, Saburobei Shigetoshi, he was not long
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in establishing his own business house, which in time was known as the
“nail-puller,” or Auginuki, Mitsui from the shape of his emblem. The
second son, Seibei Hiroshige, was adopted into another family, leaving
the youngest, Hachirobei Takatoshi, at home to assist Shuho.

Hachirobei, born in 1622, showed conspicuous talent from child-
hood, and it would have been natural for him eventually to inherit the
business of Echigo-dono in Matsusaka. But Shuho, sensing that he could
become a great merchant, sent him to Saburozaemon in Edo as an ap-
prentice when he was only fourteen years old. Hachirobei proved to be
so able that the brothers soon opened a second shop, also called Echi-
goya. The less talented Shigetoshi returned to Matsusaka to help
Shuho, and Saburozaemon went to Kyoto to organize a cloth-pur-
chasing system. This left young Hachirobei in charge of the Edo shops,
which he managed with gratifying success.

On the national scene the new bakufu regime was effecting dramatic
changes, many of them unintentionally favorable to the merchant class.
The third Tokugawa shogun, Iemitsu (who ruled from 1623 to 1651),
took extreme measures to curtail all foreign influences. Having closed
the country to foreign trade, he forbade Japanese to leave the country,
upon pain of death. To ensure isolation he made it a crime to build
ships large enough for overseas voyages, and he established monopolies
to handle the tightly controlled foreign commerce conducted through
the last open port, Nagasaki. Foreign missionaries landing in Japan wete
put to the sword, and at least twenty thousand Japanese Christians who
staged a revolt in Kyushu were massacred. When an embassy of Portu-
guese came to ask for a restoration of trade privileges their ship was
burned and fifty-seven of the intruders were decapitated. Such fanatical
isolationism, although costly to the economy, protected domestic pro-
ducers and traders against competition from foreigners and the nation
from conquest.

Iemitsu was suspicious even of his own vassals and, beginning in
1634, enforced the system of sankin kotai, under which they were re-
quired to spend several months of each year in Edo. When a daimyo
returned to his own domain he had to leave his wife and children be-
hind as hostages. This system made it necessary for each daimyo to
build a residence in Edo and maintain a full-time staff there as well as on
his fief. On his travels to and from the shogun’s court he had to be ac-
companied by a retinue of a size and degree of elegance befitting his
rank. All this was ruinously expensive, as Iemitsu intended it to be, and
the daimyo had no recourse but to borrow money from the merchants.
Such business usually was profitable, but risky, because a chonin had no
legal way to compel a daimyo to pay his debts.

As the years passed, Hachirobei observed the business wotld cannily
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and developed his own ideas. He saw, for example, that the people who
flocked in from all over Japan to become townsmen were coalescing
into a new and prosperous class. Yet tradition-minded merchants like
Saburozaemon concentrated their sales efforts upon the aristocrats, to
whom they were forced to extend liberal credit. Hachirobei longed to
be independent and to try new ideas, but enryo—restraint or reserve—
kept him from competing with his elder brother. Then, when he was
twenty-eight, his hopes were dashed by the death of Shigetoshi, which
obliged him to return to Matsusaka and help the aging Shuho run the
family business.

Echigo-dono’s brewery and pawnshop were too humdrum to hold
the interest of an Edo chonin, so Hachirobei set up a side business as a
moneylender. This he was well able to do, for during his fourteen years
in Edo he had saved about fifteen hundred ryo, equivalent to nearly
seven hundred and fifty pounds sterling in silver. (At certain times
during the Tokugawa period a ryo was equivalent to about one pound
sterling, but the discrepancy must be noted because, by international
standards, silver was grossly overvalued in Japan.) For the modest
sum of sixty ryo he bought the estate of another merchant. Then he
took a wife, Jusan, who had been picked for him by Shuho. His fifteen-
year-old bride, a merchant’s daughter like her mother-in-law, was en-
ergetic and levelheaded. Having established his own house, into which
sons and daughters were born in quick succession, Hachirobei was well
launched as a provincial banker with a reasonably promising, if not
exciting, future.

Shrewd operators such as Hachirobei learned to spread their risks in
various ways, forming syndicates with their relatives and fellow mez-
chants, or borrowing short-term capital from temples and shrines and
relending it to daimyo. Hachirobei also learned the tricks of rice trad-
ing. The daimyo usually repaid their loans in rice, but later would find
it necessary to borrow rice with which to pay the stipends of their
samurai. By various manipulations familiar to experienced commodities
speculators, the merchants caused the market to fluctuate widely and,
with foreknowledge of price changes, managed to turn neat profits
both ways, in addition to the high rates of interest they charged. An-
other phase of Hachirobei’s business was lending money to farming
villages, with mortgages as collateral, for developing virgin land, handi-
craft workshops, or new agricultural products. In this sense he was a
pioneer industrial capitalist.

As the “great peace” foreseen by Sokubei settled over the land in the
mid-seventeenth century, the Matsusaka Mitsuis’ fortune grew sub-
stantially. Jusan raised six sons, all of whom listened dutifully to Hachi-
robei’s lecturing and heeded his counsel. One of them wrote in later
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years: “Soju [Hachirobei’s posthumous name] said that if one loaned
ten [units] of silver at 1.2 percent a month, it would be doubled in five
years, and in fifty years would become ten thousand [units]. Therefore,
one should make the most of even small amounts, for even a petty
cletk could become a millionaire in time.”?

Hachirobei did not always follow his own advice, however. He had
often warned his elder brother Saburozaemon against lending to dai-
myo, and the latter had come to the brink of bankruptcy by ignoring
the admonition. Yet Hachirobei continued to lend money to the lord
Kii—perhaps because a refusal would have been more hazardous
than the loan itself. That preeminent daimyo, as head of one of the
three Tokugawa families from which a shogun could be selected, was a
relatively good risk, of course, but Hachirobei was still worried. Al-
though the Tokugawa domains produced almost one-third of the na-
tion’s rice, the extravagance of the shogun’s court and the folly or
knavery of his ministers were leading the nation to ruin. Merchants
knew that some officials were embezzling vast sums; in fact, one of
them, after a life of flagrant profligacy, had provided himself with a
coffin of solid gold. Iemitsu set down severe regulations to curb the
extravagances of others, but when he died his own lavish way of life
was revealed. At Edo Castle there were so many retainers that Iemitsu’s
successor found it necessary to dismiss three thousand of them—mostly
females.

In 1673, when Hachirobei was fifty-one years of age, he reached a
decision no less bold and prophetic than that of his father: from now on
he would not risk his modest fortune upon the whim of any daimyo.
Like Sokubei, he would dare to follow the trend of the times and devote
himself to business with commoners. Having his mother’s blessing, he
moved to Kyoto with his family and opened a business devoted initially
to the procurement of fabrics. Leaving his eldest son, Takahira, in
charge, he took his second son to Edo in the same year and opened a
small shop in a good location adjacent to the mismanaged “nailpuller”
establishment of his late brother. Here he began to sell the fashionable
Nishijin brocades and other silks purchased in Kyoto or elsewhere.
When the shops were running smoothly, he left the everyday manage-
ment to his six sons and spent most of his time traveling and studying
business conditions in general. (Today we would call that market re-
search.)

His Edo shop, called Echigoya after its defunct precursors, fronted
on Honcho-dori, where the most stylish drapers’ shops were clustered.
Those merchants sold goods mainly to daimyo or upper-class samurai
families by showing samples or actual bolts of cloth at the customers’
mansions. However, Hachirobei had neither the opportunity nor the
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incentive to cater to such aristocrats, who settled their accounts only
twice a year at best. To compensate for this deficiency, Hachirobei laid
in large stocks at Kyoto and sold them at wholesale prices to smaller
merchants in the provinces. The profit margin was small, but rapid
turnover and prompt payment made such a system worthwhile.

The costly fabrics handled by the merchants of Honcho-dori were
sold only by the whole piece, sufficient to make a kimono, and this
practice limited their sales. Hachirobei, aware that there was quite a lot
of cash jingling in the coin pouches of the common people, was seeking
new ways to expand the market. A precious clue came from one of his
clerks, who patronized the public baths and enjoyed listening to the
chatter of the female bathers. A favorite topic of conversation, he told
Hachirobei, was cloth: women were especially eager to find small pieces
that could be used for making pouches, personal ornaments, or covers
for treasured objects. Since no merchant was foolish enough to cut into
a bolt for such a trifling sale, women had to be satisfied with exchanging
remnants left over from kimono-making.

When Hachirobei had mulled over this bit of information, he con-
ceived a daring experiment: he would sell cloth in any length desired.
For this privilege, he soon discovered, customers were willing to pay a
much higher unit price. And since his wholesale business enabled him
to maintain an exceptionally attractive variety of stock, customers
flocked to his establishment. Encouraged by their enthusiastic response,
he again flouted tradition by selling his materials—not only pieces but
whole lengths as well—for spot cash only.

The latter innovation was resented by aristocrats, but it reduced his
credit risks significantly, and had other advantages as well. By purchas-
ing on credit and selling for cash, Hachirobei was able to employ his
capital more briskly than his competitors. Since he knew where he
stood at all times, he was able to calculate costs more precisely, reduce
his markup, and sell at fixed prices. This eliminated haggling, a time-
honored but time-wasting custom, and gave the purchaser assurance
that he was not being cheated. The efficacy of Hachirobei’s new meth-
ods was soon apparent. Within a year after his arrival in Edo he had
prospered so immensely that he opened a new shop in the same street,
having six times the frontage of the old one, and employed some fifteen
clerks, five apprentices, and several servants at both stores.

Predictably, Echigoya’s unorthodox methods first irritated and then
infuriated competitors. Their rage reached the boiling point when
Hachirobei snatched a big order for crepe from his rival, Matsuya.
Having violated a gentlemen’s agreement against underselling, the
Mitsuis were ostracized by the merchants’ guild and before long Echi-
goya was known as “the shunned.” Some envious rivals tried to incite
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the cletks to revolt against Hachirobei, but his staff remained loyal.
Then those adversaries bought a house next door to Echigoya, built a
toilet close to the Mitsui kitchen, and let their sewage overflow into it.
Hachirobei tried to change the location, which he already had out-
grown, but whenever he found a suitable building his tormentors man-
aged to prevent his leasing it.

Finally Hachirobei discovered a house for sale in Surugacho, near
Nihombashi, and bought it secretly. When the remodeling of that new
shop was nearly completed, there was a disastrous fire, one of the fre-
quent conflagrations known as “the flowers of Edo.” All of Honcho’s
high-class shops, along with Echigoya, were burned down; but Hachi-
robei was able to open his new establishment in Surugacho almost im-
mediately and enjoyed a tremendous advantage thereby. Soon after the
fire Hachirobei first put up his famous signboard, still preserved in the
Mitsui museum, announcing Genkin, Kakene nashi—cash only, fixed
prices.

The historian Arai Hakuseki, a contemporary of Hachirobei, wrote
in his book Shinsho, a collection of essays: “Echigoya of Surugacho has
two stores in Edo and an authorized exchange house for the shogunate.
One of the stores deals in dry goods [presumably silks] and the other
sells cotton. It is said that the two stores have combined daily sales
amounting to 1,000 ryo, or 360,000 ryo a year, on a cash basis.”2

By that time at least seven merchants had begun to imitate Echigoya’s
methods. Some adopted its emblem and even its name, which was be-
coming almost a generic term for the cash-payment, one-price style of
merchandising. After the move to Nihombashi, Mitsui stopped using
the “nailpuller” crest and designed a new one, which has survived with
slight modification to the present. An additional motive for the change
was the fact that the founder of Edo’s famous Yoshiwara brothel dis-
trict, Shoji Jin’emon, used a family crest almost identical with that of
the Mitsuis, which in its turn was appropriated by another notorious
whoremaster. This must have been humiliating to the Mitsuis, who
were reputed for their sobriety and rectitude. But there really was no
escape from imitators: a later brothel keeper in Yoshiwara used to lure
the cheapskate trade by distributing a handbill bearing a picture quite
similar to Echigoya’s sign, advertising ladies of the night for “spot
cash, at fixed prices.”

The Surugacho site was considered the most attractive commercial
location in Edo. It was so named because on clear days the view of
Mount Fuji resembled that seen from Suruga Province (now called
Shizuoka Prefecture). As business swelled, Hachirobei added lines of
merchandise, especially chcapcr cottons and pongee, appealing to fam-
ilies of lower-ranking samurai and to commonets of slender means.
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As the premises expanded, Echigoya became one of the sightseeing
features of the city, whose population had reached half a million by
1700. The shop was a favorite subject for painters, and inspired a seem-
ingly endless series of colored woodblock prints. Original impressions
of such prints can still be found in Tokyo’s curio shops, which indicates
that the editions were quite large.

Long before the concept of advertising had made its impact upon the
West, Hachirobei and his sons were masters of indirect persuasion. The
weather in Edo being unpredictable, Echigoya’s customers not in-
frequently were surprised by rainstorms. This gave Hachirobei the
idea of lending his customers oiled-paper umbrellas. On rainy days the
streets of central Edo blossomed with them, each one conspicuously
emblazoned with the Mitsui mark. Hachirobei also befriended play-
wrights, authors, and poets, who showed their gratitude by further en-
hancing Mitsui’s public image in both speech and writing.

Before the end of the seventeenth century, Mitsui’s staff of several
hundred employees enjoyed a good many fringe benefits then scarcely
known in Japan or elsewhere. It is recorded that employees wete te-
quired to work for only a specified number of houts, and were given
regular rest periods during the course of each day. Some thought was
given to health and sanitation, and decent dormitories were provided.
Echigoya gave clerks on-the-job training in manners, speech, and per-
sonal appearance; and for those with seniority a rudimentary profit-
sharing system was established. To keep track of such a large volume of
business, Hachirobei originated a form of double-entty bookkeeping
similar to that used in Europe.

As Echigoya flourished Hachirobei set up branch establishments in
Kyoto and Osaka, anticipating the chain store system populatized in
America about 1860 by the Atlantic & Pacific Tea Company. However,
a competitor, Iseya (which also originated in Matsusaka), seems to have
anticipated Echigoya by setting up a chain of textile outlets in all the
watds of Edo even before the Mitsuis began branching in earnest.

Echigoya was situated almost exactly where its direct descendant,
the main Mitsukoshi Department Store, stands today, in Tokyo’s cen-
tral Nihombashi district. Antedating John Wanamaker’s emporium in
Philadelphia by almost two hundred years, Echigoya may have been
the world’s first department store. In 1700 it was Japan’s largest store,
just as Mitsukoshi is today. But Echigoya would be quite unfamiliar
to modern shoppers, who expect quick service. The customers, ducking
in under the noren, the short curtains hung in doorways, found them-
selves in a great hall. A raised platform covered with sweet-smelling
tatami was its only fixture. Greeted politely by one of the chief clerks,
customers would remove their wooden clogs or their sandals and take
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seats on the matting or upon silk cushions. The cletk would engage
them in light conversation as tea was served. According to the status
or interests of the customer, the chatter would turn to art, literature,
poetry, some titillating scandal involving a popular geisha, or 2 new
play at the Kabuki-za. Only after such niceties had been observed would
the customer be expected to turn his attention to bolts of material
brought from the watrehouse by apprentices.

Echigoya attained great fame during the Genroku era (1688-1704),
when the culture of the new urban boutgeoisie reached full flower.
The wealth of the chonin had evoked the so-called floating world—
ukiyo—of refined but evanescent pleasures that inspired artists, poets,
playwrights, and novelists. This was also the high point of Kabuki,
the theater of chonin, in which the glories and tragedies of samurai
life were presented. One of the most talented novelists of the period
was Thara Saikaku, son of an Osaka merchant and author of Nikon
Eitai-gura (Japan’s Eternal Treasure House). This true-to-life book
describes leading merchants of the day and relates wittily the ways in
which they made their fortunes.

Of Echigoya, Saikaku wrote: “At Surugacho, a man named Mitsui
Kuroemon [Hachirobei] opened 2 shop of 9 ken by 40 ken [roughly
54 feet by 239 feet], adopting the cash-payment, fixed-price system.
There are forty-odd clerks, each engaged in a different category of
business. For example, one is handling brocade, two men are selling
silks from Hino and Gunnai, one is in habutae [a smooth silk], one in
saya [a textured silk]. One sells hakama [a skirtlike garment for men]
and another woolens. Thus divided, they sell velvet by one-inch
squates, brocade large enough to make a tweezer case, or red satin
enough to cover a speat insignia. When ceremonial costumes are re-
quired in a hurry, the shop lets the servants wait and has the regalia
made up immediately by several dozens of their own tailors. . . . To
look at the shop owner, he appears no different from others, with his
eyes, nose, and limbs in the usual arrangement; but he is clever at his
business. This is an example of a really big merchant.”?




3 - The Source of
Happiness Is Prudence

SEVENTEENTH-CENTURY JAPAN, disdainfully aloof from the outside
wortld and socially constrained in the web of feudalism, is mistakenly
believed to have been a backward country. Actually it was relatively
advanced, comparing favorably with Elizabethan England economi-
cally and with the Celestial Empire culturally. There were innumerable
laws and regulations to prevent change, yet a new economic system
was stirring within the body of the old; and a new bourgeois class, with
its matching culture, was asserting itself with brash disregard for social
barriers.

At the time Hachirobei appeared upon the business scene the ground-
work for industry had already been laid. Handicrafts were well de-
veloped, and each province produced its own specialties in amounts
exceeding local requirements. The level of technical competence was
high, and division of labor in the workshops made production reason-
ably efficient. Transportation by land and sea was slow but adequate.
The sankin-kotai system instituted by Shogun Iemitsu in 1634 had
improved the highroads leading to Edo from different parts of the
country. And a well-organized distribution system made it easy to
exchange agricultural and industrial products for money.

There had been a steady advance in the yields of farms, and rice was
more plentiful than it had ever been. But the daimyo, to meet mounting
expenses, exacted larger and larger shares of the peasants’ crops—
usually fifty percent or more—and reduced the rice stipends allotted
to their samurai. The crushing poverty of the countryfolk drove more
and more young men to the cities to seek employment, and the wives
and daughters of impecunious samurai, like those of peasants, eked
out a living in domestic industries. Under these circumstances met-
chants were able to accumulate capital that was not laggard in mating
with the emerging proletariat to beget more enterprises.

Thus Hachirobei’s world, although feudal in concept and structure,
showed many resemblances to the precapitalistic economies of Europe.
From his phenomenal success in business, one can assume that Hachiro-
bei had a basic understanding of this paradoxical economy and the
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rich opportunities it offered for the future. But being a realist, he
recognized that the big sums of money needed for increasing trade and
industry were still locked in the coffers of the bakufu. He also knew
that merchants were still at the mercy of aristocrats and that without
official patronage he could lose his fortune overnight.

The shortest road to security was to become an official purveyor to
the government. In those days the bakufu procured its fabrics and
apparel from six houses of gofuksu-shi (something like “kimono mas-
ters”), whose appointment was hereditary. Breaking into this monop-
oly was next to impossible, but the sagacious Hachirobei found a way
to do so. One of his relatives from Matsusaka, a go champion named
Doetsu, was being employed to play exhibition matches and teach the
game to bakufu officials. Doetsu’s work brought him into contact
with Lord Makino Narisada of Bingo, an influential adviser to the
Edo court. Hachirobei persuaded Doetsu to put in a good word for
Echigoya, and this made it possible for him to become acquainted with
Makino. He hewed to his purpose so diligently that at last, in 1687,
“the shunned” Echigoya was appointed a supplier of cloth to the
bakufu. '

At this time Hachirobei’s residence was in Kyoto, so he delegated his
eldest son, Hachiroemon Takahira, to manage the business with the
bakufu in Edo. Takahira must have done his work well, for two years
later, in 1689, the Mitsuis were made purveyors of apparel, ornaments,
and personal accessories to Shogun Tsunayoshi. In this position they
held the highest rank attainable by townsmen and were given a suitable
dwelling with a frontage of thirty-six feet.

The honor was great, of course, and kimono masters usually basked
complacently in their privileged status. But the elder Hachirobei ridi-
culed them as not being real businessmen. “Don’t forget that we are
merchants,” he used to tell his sons. “Our trade is the most important
thing; official business is just an ornament.” This warning reflected the
fact that purveying to the shogun was troublesome, and sometimes un-
profitable, because of long delays in payment. Nevertheless, Hachirobei
accepted every preferment, profitable or otherwise, with a show of
gratitude, and his motives are easily guessed: merchants, importuning
clients to pay their debts, made powerful enemies and needed powerful
protectors; such ambitious schemes as those of Hachirobei could not be
realized without influential connections; and the timely information
necessary for survival in those uncertain days could best be picked up in
court circles.

The intelligence of most interest to Hachirobei was that concerning
the circulation of money, the medium so essential to trade. Even before
moving to Surugacho he had managed a small exchange house adjacent
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to Echigoya, and in 1683, after combating the guild for ten years, he
was permitted to establish his own. Since the money-changers of Edo
were concentrated around Surugacho, he was continually in touch with
fluctuations in the relative values of gold, silver, copper, and iron mon-
ies, as well as with the dubious sorts of scrip issued by daimyo. Within
eight years he had established similar exchange brokerages, called ryo-
gaeya, in Kyoto, the imperial capital, and in Osaka, where the bakufu’s
treasury was located. With this network of ryogaeya, Hachirobei was
able to eliminate the high commissions he had been charged for settling
his accounts with suppliers and to collect such fees from fellow mer-
chants who lacked similar exchange facilities.

Even in those days the ryogaeya were petforming the basic opera-
tions of modern banks, accepting deposits, granting loans against col-
lateral, discounting notes, and issuing trade vouchers that also served
as banknotes. Such vouchers had only local circulation until Hachi-
robei expanded the business into a nationwide bill-of-exchange system.
He was scrupulous in his operations, and to insure probity he placed
each of the three ryogaeya under the management of one of his sons,
with the stipulation that the position was to be hereditary. The Mitsuis’
reputation was so unblemished that their “wrapped money,” bearing
the seal and signature of the respective manager, usually was accepted
at its face value without being counted.

Most significant for the fortunes of the House was Hachirobei’s idea
of reforming the bakufu’s money-transfer system. In 1691, when his
Osaka exchange shop was opened, the House of Mitsui became an offi-
cial money-changer for the bakufu’s treasury. From then on banking
was Hachirobei’s main business, and although the Echigoya shops
continued to grow apace, his plans were devoted to high finance rather
than to merchandising.

He had long observed that, while Edo’s merchants bought food-
stuffs and merchandise in Osaka and sent money there in return, the
government was collecting taxes from the same region and sending the
coins to Edo. Such transfers of cutrency were made by way of the To-
kaido, the highroad from Edo to Kyoto, and trains of horses laden with
senryobako, the boxes containing one thousand ryo of gold or silver,
could be seen passing each other—going in opposite directions. This
cumbersome and redundant method was also dangerous, inasmuch as
highway robbery was not uncommon.

Hachirobei’s reputation was so good that he was able to persuade the
treasury officials to adopt his system, already perfected, of sending re-
mittances by money order instead of by cash. Thereafter, as money ac-
cumulated in the treasury it was loaned to Osaka’s money-changers.
They in turn loaned it to merchants, who used the funds to purchase
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commodities for shipment to Edo. When delivery was completed the
wholesalers in Edo would pay the local representative of the respective
ryogaeya, who would then repay the original loan to the bakufu in Edo.
At first the treasury allowed 60 days for repayment, but later extended
the period to as long as 150 days, without interest. Thus the exchange
brokers were able to relend the money at high interest rates and to make
a generous profit from this simple operation.

Naturally, all the big ryogaeya were anxious to get a share of this
business, but only twelve were appointed as ¢-Rawase, or honorable
money-exchangers, in 1691. Ten of them formed a partnership called
Junin-gumi, the ten-man company; and the eldest Mitsui son, Hachiro-
emon Takahira of Kyoto, and his brother Jiroemon Takatomi, repre-
senting the Edo headquarters, constituted the ninin-gumi, or two-man
company. Later this was expanded into the sannin-gumi, ot three-man
company, when their brother Gennosuke of Osaka was appointed to
the group.

Those thirteen money-changers, actually bankers by then, were ele-
vated to a special status with the bakufu’s accounting agency, being
listed in official gazettes and privileged to greet the shogun’s family at
the ceremonies of the New Year. This was the greatest honor ever
accorded members of the despised merchant class; but more important
to the aging Hachirobei was the fact that his sons were firmly en-
trenched near the source of political power.

Not that Hachirobei sought any share of that power for his descend-
ants. The proud Sasakis had crumbled before the might of Oda Nobu-
naga, just as in their turn the families of Oda Nobunaga and Toyotomi
Hideyoshi had been eclipsed or exterminated by the Tokugawas. Other
chonin may have dreamed of equality with the samurai, in order to seek
political careers, but not Hachirobei. What he wanted was wealth, and
more wealth. Yet his esteem for money was not evidence of mere mega-
lomania or greed for possessions. Luxury and ostentation were as dis-
tasteful to him as dissipation and lechery; positions of honor were as
mere baubles; and even economic power was only 2 means to an end.
The elusive treasure he sought, as had Tokugawa Ieyasu before him,
was permanence—the perpetuation of his line, unchallenged for ages to
come. In the political realm the imperial family and the Tokugawa
shoguns held a monopoly upon permanence, but why could not a mer-
chant found a financial dynasty no less enduring?

As the seventeenth century drew toward its close, Hachirobei was
able to view the results of his efforts with considerable satisfaction.
From his headquarters at Kyoto he supervised prosperous shops and
exchange houses in Japan’s three major cities, as well as the original
establishment in Matsusaka. But by then his guiding hand was unnec-
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essary, for among the eleven sons (not to mention the five daughters)
produced by Jusan there were six whom he considered qualified to
carry on the business. They were capable and well schooled in the
patriarch’s methods and principles. But there was no guarantee that
they would not become competitive among themselves, and in his
twilight years he pondered over the composing of a last will and testa-
ment that would preserve the integrity and solidarity of the house.

Before his death in 1694 he read the document to his sons and daugh-
ters, explaining how his estate was to be shared. Rather than leaving it
all to the eldest son, as would have been customary, he designated each
of five younger sons as the head of a new hon-ke, or main house, who
would inherit a fixed share of the fortune. Two other sons and an
adopted son-in-law were to be endowed also, and he ordered them to
set up branch or associate families. But none was to be fully independ-
ent, for all nine houses owed fealty to the head of the senior house.

This innovation gave rise to a system of nomenclature that is com-
plex even for Japan, where family names are exceptionally baffling. In
feudal times the clan we call Mitsui was known publicly as Echigoya. As
was the case with most of the world’s commoners, the chonin were not
entitled to bear surnames that might be confused with those of superior
classes. The Mitsuis, like other merchants, used the trade name of their
shop as a kind of surname. But since they were of samurai lineage they
were entitled to retain their old surname of Mitsui. This was used pri-
vately by all except three of the associate families, which bore instead
the names Onoda, Nagai, and Iehara until the Meiji era.

The given names of male Mitsuis usually begin with the character
taka (high or tall), after Sasaki Takahisa, the most famous of their
presumed ancestors, and this custom has prevailed to the present gen-
eration. Thus Hachirobei’s favorite sons were named, in order of arriv-
al, Takahira, Takatomi, Takaharu, Takatomo, another Takaharu,* and
Takahisa. Takahira (also called Sochiku Echigoya Hachirobei) bore the
name Hachiroemon because he was the eldest son of Hachirobei, who
was number eight (bachi) among Shuho’s progeny. Hachiroemon be-

* One may well ask why there wete two Takaharus. The “haru” of the elder
‘Takaharu’s name was written with a different character from that of the
younger one. For most characters used in writing Japanese names several
varied readings are possible, and the “correct” one depends upon the whim
of the parents or of the bearer. The correct reading of some names cannot
be determined unless one has heard them pronounced or seen them written
in phonetic characters. Therefore, there is wild confusion in the translitera-
tion of historical names, complicated by the fact that the Japanese commonly
changed their given names or even their surnames at crucial points in their
lives, and always received a new one after death.
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came the usual hereditary title of the head of the senior house. Othetr
Mitsui family heads also had titular names indicating their business
positions. Saburosuke ran the Kyoto exchange shop, and Jiroemon and
Gennosuke had the same function in Edo and Osaka, respectively. The
suffix -suke originally meant vice-manager, and -emon, helper.

In addition, each family had a name indicating the location of its
residence and its rank in the hierarchy. For example, the senior house
was called Kiza-ke (North family), the first main family Isarago-ke, and
the second Shimmachi-ke. Thus the name Mitsui Saburosuke Takaharu
of Shimmachi-ke meant “Takaharu, heir of the Mitsuis’ Shimmachi
family, heading the exchange shop in Kyoto.” The positional titles
(Hachiroemon, Jiroemon, and so on) were not rigidly hereditary, being
passed from one family to another as occasion required, but such
changes were not common.

Fortunately for Hachirobei’s plans, his eldest son Hachiroemon
Takahira proved to be a worthy heir. Recognizing that, without the
guidance of his father, the nine houses would need some controlling
otgan, he established the Mitsui Omotokata, or great main headquarters,
to regulate the affairs of the group of houses that came to be known as
Mitsui-gumi. The word gumi may be translated as “company” or “as-
sociation.” Before Japanese corporate law was codified, gumi was the
usual designation for a family enterprise.

The descendants of Hachirobei have been referred to rather generally
as a family, household, house, clan, tribe, or gumi, but for an under-
standing of the Mitsui structure and its significance some more precise
definitions are necessary. In old Japan the family, not the individual,
was the social unit. It was also the economic unit, and theoretically,
only its head could own property, transact business, or make decisions
affecting the family and its members. The household, however, included
unrelated persons, not only the wives of sons but also those people who
were economically dependent upon the family, such as clerks, servants,
workers, and their respective families. Such a unit was called an 7, or
house. All members of the house were dependent upon the head, who
was usually the eldest son of his predecessor or the adopted husband of
the eldest daughter. When younger sons married they established their
own houses (unless they were adopted into another family), and daugh-
ters became membets of their husbands’ houses. The house, then, was a
group of persons bound together by obedience to the head, whose
authority derived from the founder. The relationship between the head
and the members, based upon the code of ancestor veneration and filial
piety, was similar to if not identical with that between the emperor and
his subjects.

Otrdinarily, the official ties between the head of a house and his
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married sons and daughters, other than his heir, were weak. Consan-
guinity did not mean mutual responsibility among related houses; once
a son had left the house he was independent (and usually self-supporting
as well), except that filial piety required him to be attentive to his
parents and to assist them in time of need. Otherwise, the economic
relationship implicit in the house concept was no longer obligatory.
Naturally, the ties of affection were not subject to any such prescription.

The unique feature of the House of Mitsui was the fact that Hachi-
robei combined the houses of his sons into a more comprehensive
economic unit, making all of them obedient to one head, representing
the founder. What he did, in effect, was to form a superhouse, composed
not of individuals but of houses whose unifying element was a2 common
ancestry. By doing so, he made possible the formation of a corporate
body, or gumi, capable of engaging in capitalistic enterprise within a
feudal economy. Mitsui-gumi was, to some extent, a joint-stock cor-
poration of limited liability. That is to say, the houses composing it
could unite part of their assets for long-range endeavors of considerable
scale yet still survive the bankruptcy of joint businesses, since one
house was not legally responsible for the debts of another.

In the feudal period such house-laws applied only to the samurai
class, for whose perpetuation they were codified. But because Hachi-
robei’s forebears had been members of the noble Sasaki house, he was
familiar with its rules of organization and adapted them to his merchant-
class family with spectacular results, both for the Mitsuis and for the
future economic structure of Japan.

Mitsui-gumi, this house of houses, was structurally a partnership
built upon mutual trust and cooperation. The shops and exchange
houses were managed independently and were shared according to
rule. Employees of one establishment were considered to be employees
of all. The income of each family was fixed, and none was allowed to
exceed it. Instead of accumulating capital separately the six brothers
pooled it in Omotokata, which they owned jointly and from which they
could botrow operating funds at seven- to ten-percent annual interest,
depending on the amount. And to Omotokata they turned in fixed
dividends ranging from seventeen to twenty percent of the annual net
income of all the businesses comprising Mitsui-gumi.

Because the Mitsuis were meticulous bookkeepers and kept impor-
tant documents ever since the end of the Genroku era, or the beginning
of the eighteenth century, the details of their operations can be learned
by studying the huge parchment-bound ledgers of hand-laid paper still
petfectly preserved in the Mitsui Bunko, 2 modern fireproof library and
museum maintained by the family in Tokyo. Scholars, including mem-
bers of the family, frequently consult these tomes to discover or verify
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facts concerning Japan’s political and economic development. Mitsui’s
records presumably are representative of methods employed by leading
merchants of their times, but they must have been better kept than were
those of the average merchant, because Mitsui-gumi had been appointed
in 1707 to handle the government’s accounting.

From the company’s records, written clearly by many different hands,
one discovers that business in Tokugawa days was systematically and
rationally organized. The Mitsuis, employing their own double-entry
system, kept official books of at least two kinds: one for half-yearly
settlements of short-term loans, interest, dividends, and such items; and
another for the “grand settlement” that was made every three years.
The latter was the occasion for balancing accounts with Omotokata. An
interesting feature of this settlement was the payment of a bonus to em-
ployees amounting to one percent of the profit that had been retained
during the period. Whether or not this was the origin of Japan’s pres-
ent-day bonus system, it indicates that incentive pay was already a
part of Mitsui’s business style.

Of immeasurable importance to the durability of Mitsui-gumi was its
system of reserves, which kept it afloat when other companies foun-
dered. The terms they used to describe their reserves are unfamiliar to-
day, but one can imagine the contingencies for which they were devised.
At the top was the “shop’s foundation” reserve for working capital.
There were also a reserve to cover payments of principal and interest
upon borrowings; a “lay-aside” fund (perhaps for defraying unan-
ticipated expenses); and finally, the “cellar silver,” a hoard of coins and
bullion to be dug up only when every other resource had been ex-
hausted.

For almost eighteen years the o-kawase, as the official money-changers
were called—the competitors’ junin-gumi and the Mitsuis’ sannin-gumi
—monopolized the government’s currency-transfer business, using its
interest-free money for terms of five months before having to repay it.
In addition, they were entrusted with exchanging new cuttency for old
and with receiving proceeds from the sale of government-owned rice
for transfer to Edo (also without paying interest).

But the disclosure of huge peculations by treasury officials aroused
the suspicions of the bakufu’s authorities. In 1709 they issued a peremp-
tory order to the thirteen o-kawase to pay back at once all the money
they had borrowed. Those who had not prepared for such a senseless
and merciless move were unable to comply, of course, and a number of
them were ruined. Mitsui’s sannin-gumi, however, drawing upon the
resources of Omotokata, and perhaps even digging into the “cellar
silver,” came through that crisis nicely.

It is doubtful that the Mitsuis were taken by surprise. Since their
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appointment as o-kawase they had improved their standing with Lord
Makino, one of Shogun Tsunayoshi’s ministers. It was perhaps through
his intervention that Mitsui Jiroemon had been elected chief of the
fiscal agents in Edo in 1702. This position, and his connection with the
shogun’s court, must have provided Jiroemon with some hint that the
bakufu’s loans would be called. At any rate, such experiences fortified
Mitsui-gumi’s policy of taking every precaution against surprise attacks.

The vicissitudes of the post-Genroku period demonstrated to the
chonin that despite their rising prosperity and power they were still at
the mercy of a corrupt, irrational, and often vengeful government. One
of the wealthiest merchant families was that founded by Yodoya Keian,
a war contractor for Hideyoshi. In the Genroku era the Yodoya heir
Saburoemon (also known as Tatsugoro) cut a fine figure in the “floating
world” of Osaka, spending freely his profits from trading in lumber and
rice and making loans to daimyo. Flouting the sumptuary laws re-
quiring chonin to dress modestly, he frequented the pleasure quarters
wearing white silk kimono into which his family crest was worked
ostentatiously. In 1709, when the treasury loans were called in, the
bakufu confiscated Yodoya’s entire fortune and the house was banished
from Osaka, Kyoto, and Edo. This downfall, probably engineered by
daimyo who were deeply in his debt, served as a warning to other
chonin to be ever on guard against vanity and complacency.

The wealth of the leading merchants of the day may be gauged by a
partial accounting of the property confiscated from Yodoya. According
to one modern historian, it included 50 pairs of gold screens, 3 jeweled
toy ships, 373 carpets, 13,266 pounds of “liquid gold,” 273 large
precious stones and innumerable small stones, 2 chests of gold, 3,000
oban (large gold coins each worth about 9 ryo), 120,000 ryo worth of
other gold coins, 7 million pounds of silver, 150 boats, 730 watehouses,
17 treasurehouses, 160 granaries, 92 houses and shops, 367 acres of
cypress forest, and an annual rice stipend of 55 tons.!

During this period the bakufu’s worsening financial plight was
aggravated by a series of natural disasters. In the Kanto earthquake of
1703 some 150,000 people in Edo died, and in 1707-8 Mount Fuji
erupted, devastating hundreds of square miles of rich farmland. Later a
large part of Kyoto burned, a tidal wave swept over the southern coast
of Kii Province (in present-day Wakayama Prefecture), and floods
ruined crops in the fertile provinces around Kyoto, Nara, and Osaka.
Rehabilitation costs were enormous, and to replenish the treasury,
already depleted by embezzlement, the bakufu resorted to the debase-
ment of money.

Frequent recoinages over a long period had caused confusion and
public loss of confidence in the curtency. In one new issue alone the
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value of gold one-ryo coins was reduced by half, and of silver coins by
three-fourths. Since gold was the main currency of Edo and silver that
of Osaka, there was monetary confusion in addition to inflation. By
1720 many merchants were failing under such difficulties, and the
Mitsuis also suffered serious reversals. Fortunately, the sharing of losses
through Omotokata enabled them to weather the storm, which lasted
four years.

Hachirobei’s sons, who might be called the originators of scientific
management in Japan, tried seriously to analyze the successes and fail-
ures of the chonin, and to draw guiding principles from them. Such
inquities led to the writing of Chonin Kokenroku (Merchants® Observa-
tions), the oldest surviving literary work of a Mitsui. Written by Taka-
fusa, a grandson of Hachirobei, it is a collection of anecdotes about
wealthy men who went bankrupt. The lugubrious tales, told to the
author by his father Takahira and by several shop managers and clerks,
cited examples of merchants who had lost their fortunes through reli-
gious fanaticism, personal extravagance, lending to daimyo, over-
weening ambition, and similar departures from sensible stewardship.
One of the stories is about Hachirobei’s elder brother Saburozaemon,
with whom he had served his apprenticeship. Saburozaemon, head of
the short-lived “nailpuller” Mitsui, owed his failure to having brought
up his sons as gentlemen instead of as merchants, encouraging artistic
endeavors such as the Noh drama, and associating with frivolous wast-
rels.

The original Kokenroks probably was completed in 1719. It is no
longer in the possession of the family, but the date is known because
one ledger shows that on a certain day a quantity of paper was put-
chased to make hand-written copies for the clan. It was not published
then, but was borrowed by other merchants who had their own copies
made, and it became quite famous. More than twenty such manuscript
versions ate preserved in the Mitsui Bunko. In the Meiji era it finally
was published, with numerous errors, and widely distributed.

Absorbing the lessons taught by hard times, Takahira, the heir of old
Hachirobei, found the wisdom of his father fully vindicated. In otder to
establish that wisdom as the foundation of Mitsui-gumi and of its
growing enterprises, he decided to draft a constitution codifying the
precepts and principles that had brought the House safely through its
first and second generations.

Takahira worked on the document, purportedly a redraft of his
father’s will, in his spare time for a decade, and promulgated it as his
own will in 1722, the centenary of Hachirobei’s birth. According to
family legend, Takahira, then in his seventieth year, assembled the heads
of the five main branch families, showed them a quiver of arrows, and
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broke one of the shafts in two. Then he bound six arrows together and
invited his brothers in turn to break the sheaf. None could, and the
truth of the ancient parable was demonstrated once again, as a prelude
to the first reading of the Mitsui £a#en, or house constitution.

The general clauses repeat homilies that might have been applied
beneficially by anyone. For example, clan members were admonished
to promote the mutual welfare with one accord, to be considerate in
their relations with one another, to respect those in authority and show
kindness to subordinates. “Thrift is the basis of prosperity,” they were
told, “but luxury ruins a man.” They were emphatically and repeatedly
warned against religious excesses. “It is one’s duty to believe in the gods
and Buddha and follow the laws of Confucianism,” the kaken advised,
but not to donate excessive sums. “Instead of wasting gold and silver on
temples and shrines, you should make appropriate contributions to the
poot and suffering, and you will be rewarded ten-thousandfold.”

There were also some simple but pithy business precepts, stating
essentially:

Be diligent and watchful, or your business will be taken away by
others.

Farsightedness is essential: do not miss great opportunities by pur-
suing trivial ones close at hand.

Avoid speculation of all kinds, and do not touch upon unfamiliar
lines of business.

Calling for very special emphasis were the selection and treatment of
the chief clerks or shop managers—whose designated role was to guard
the business of the House, give appropriate advice when necessary, and
correct blunders made by their masters. Clan members were adjured to
keep an eye on younger clerks and train worthy candidates for respon-
sible positions, being careful not to overlook any men of talent. The
number of hired managers was to be limited to six or seven—three from
Kyoto, two from Edo, and one (or perhaps two) from Osaka—presum-
ably to prevent any local clique from gaining too much influence. The
Mitsuis’ concern for their retainers was shown in the clause providing
that ““a considerable amount of silver shall be set aside as a reserve fund
for the benefit of elderly employees of the house” suffering from mis-
fortune or calamities.

The main body of the constitution, however, was devoted to regula-
tions preserving solidarity, harmony, and rectitude, as well as assuring
fair dealing among family members. The most important of these can
be summarized as follows:

Descendants of the House shall forever obey these rules without fail.

The head of the senior main family, Hachiroemon, shall be regarded
as head of the House and obeyed as if he were a parent.
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When there is no competent heir to succeed Hachiroemon, a son may
be adopted from among other members of the House, or a female may
succeed as head.

Boys of the families are to be apprenticed at the age of twelve or
thirteen, serving at Kyoto, Edo, and Osaka and learn the rudiments of
the business until the age of twenty-five. By the age of thirty they
are expected to be capable of managing a shop.

The shares of house assets shall be allotted to member families as
specified (see Appendix A), but 10 of the 220 shares shall be set aside
for deserving offspring other than the heirs. Daughters of the families
are to be married to sons of Mitsui clan members whenever possible,
but are to be given suitable dowries otherwise.

Second and younger sons shall be allowed to establish families at
about thirty years of age, if they are considered sufficiently capable; in
such cases they may use the business name Echigoya, but not the sur-
name Mitsui without special permission. It will not be necessary to
establish any mote branch or associate families.

Three capable older members are to be appointed as chief directors of
the House to oversee all the branch shops. Monthly meetings with the
managers of all shops are to be held for discussion of important busi-
ness.

House members are not encouraged to enter government service
because it might cause them to neglect family affairs. “Do not forget
that we are merchants. You must regard your dealings with the govern-
ment as a sideline of your business.”

To prevent rivalry among the families, Takahira established the
hierarchy of the six main branches and three associate families for all
time. Although the number of families was later expanded from nine to
eleven, and the title “Hachiroemon” passed to other main families on
several occasions, this hierarchy was observed until the mid-twentieth
century and undoubtedly saved the clan many times over from deadly
feuds or dissolution. Provision also was made to punish miscreants by
expelling them from the family and sending them into the priesthood,
along with profligates incapable of caring for their families.

Fortunately, Hachiroemon Takahira lived for fifteen years after
reading his “will,” and was able to set an example for his brothers as
elucidated in one of the clauses: “During the remainder of my life . . . I
shall save as much as I can . . . and such savings will be deposited with
the chief accountant. The exact sum of such savings shall be submitted
to me for my perusal once a year. The amount deposited during the
year shall be handed to me at the earliest possible date after the third of
January every year.”

While instructing his kinsmen in the organization and auditing of
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their finances, he warned them about overexpansion, dispersion of
resources, and rash lending. “When lending money, one needs 2 solid
mortgage,” he warned. “If the borrower cannot repay in due time,
recognize his limitations. One may lose some money, but that is better
than to incur a bigger loss later on.” But as for lending to daimyo, he
was dead set against it, for even the great Lord Kii of the Tokugawa line
eventually had defaulted on a debt to Hachirobei.

“Do not lend to daimyo,” Takahira warned. “The lender develops an
obsequious attitude, and recovery of the money is difficult. If one forms
an unsound relationship with a daimyo and gets too deeply involved,
one’s ship will sink from the heavy load.”

Many of Takahira’s precepts were ignored or violated at one time or
another, but one of them was observed without any known exceptions:

“Never forget the kindness of senka-sama [the honorable men in
power], for when society is peaceful, business can be carried on safely.
Those of the same blood should never forget Ao-on [repayment of kind-
ness] and gratitude toward the state. Tenka-sama’s decrees should be
carried out faithfully, even by the lowest employees.”

To this last admonition a profound sagacity may be imputed. At the
time it was written, tenka-sama (an epithet which can also be translated
as “the sovereign of all things under heaven”) was the ruling shogun.
But Takahira said nothing about the shogun or the Tokugawa family
that monopolized the supreme position. Perhaps he was disillusioned
by the defaulting of Lord Kii, or by the corruption of the bakufu, or by
the aberrations of the successive shoguns and their sycophants. Or
possibly, being of the literati, he had acquired enough awareness of
history to realize that the fenno, or emperor, in Kyoto, although virtually
an almsman of the Tokugawas, was also a potential tenka-sama.

Whatever Takahira may have been thinking when he codified the
House law, its two dominant themes—permanence and flexibility—
come through most clearly. His homely philosophy was further refined
in the years remaining to him, and when he died in 1737 he left to his
heir a hanging scroll upon which he had inscribed the essence of his ex-
perience: “The source of happiness is prudence.”



4 . “Remember
We Are Merchants”

A GAME POPULAR AMONG JAPANESE CHILDREN and known the world
over is jankenpon, in which two or more players extend their hands si-
multaneously to symbolize rock, scissots, or paper. Rock can break scis-
sors, scissors can cut paper, and paper can wrap rock, and at each turn
the losers are eliminated. This game suggests the class system of feudal
Japan, with rock representing the peasants, scissors the two-sworded
men, and paper the merchants. In fact, samurai used the term “paper
people” in referring to the chonin, although they were learning to their
discomfiture that paper could wrap steel blades as well as rocks.

The three classes, all victims of the social system in which they were
trapped by law, became mutually embittered because the struggles of
each to solve its problems separately aggravated the plight of the others.
Ieyasu’s “great peace” had deprived the samurai of opportunities to
perform glotious deeds, and the money system that was being awk-
wardly superimposed upon the country’s agricultural economy put
them at the mercy of the merchants. But both samurai and chonin
classes were patasitic upon the peasants, who were plunged into ever
deeper misery and often resorted to violence against the merchants,
to be cut down in turn by the samurai. The peasants’ only alternative
was to join the urban chonin and become merchants themselves if they
could save up a little capital. But with so few channels for enterprise
left open to them by the bakufu, the increasingly numerous chonin
competed intensely within the narrow market, and few escaped ruin.

Of the survivors, those who migrated from Ise Province were most
ubiquitous—or at least the most noticeable. In the early eighteenth
century there was a saying: “The commonest things in Edo are Ise
merchants, Inari shrines, and dog turds.” This juxtaposition indicates
the low esteem in which people like the Mitsuis were held.

The merchants, subject to persecution or the confiscation of their
property by the bakufu and often cheated by daimyo or samurai debtors,
also suffered pillage and arson at the hands of outraged peasants or
mobs of hungry townsmen. To prosper in such a world they had to be
cringingly obsequious toward their superiors, ruthlessly competitive
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with their equals, and pitilessly grasping in their dealings with people
more helpless than they. In short, the accusations heaped upon the
Jews of Europe applied equally to the merchants of Japan—and for
the same reasons. '

The Mitsuis, being the most successful, were probably among the
least loved. Unlike so many of their colleagues, who shared the foibles
and weaknesses of the chonin in general, they seem to have been pu-
ritanical and almost obsessively diligent. Considering the exigencies of
the age, one could scarcely expect them to have thrived otherwise.
What is surprising is the evidence that, despite the lowliness of their
calling and their relentless pursuit of profit, they made some very re-
spectable contributions to the cultural life of the nation and, indirectly,
to its political metamorphosis.

The Mitsuis were enjoined by their House’s regulations to avoid
extravagant contributions to temples and shrines, but there is no rea-
son to suspect that they were less pious than their contemporaries.
While living in Matsusaka, Hachirobei had frequently visited the Grand
Shrines of Ise. After moving to Kyoto he joined the Ise-ko, the Ise
pilgrims’ association, and made a visit to the holy places every year.
As privileged purveyors to the bakufu he and his sons had access
also to the outer precincts of the hallowed imperial court, contributed
toward its upkeep, and served as bearers of the o-mikoshi, the portable
shrines, that were paraded through Kyoto’s streets during Shinto
festivals. After their brush with bankruptcy in the 1720s they donated
funds for enlarging the compound of Mimeguri Jinja in Edo and
building an annex in which their tutelary gods Ebisu and Daikoku
were enshrined. These were two of the traditional “Seven Gods of
Luck” worshiped by townsmen, along with the fox-messenger of the
Inari shrines.

Since the good will of the townspeople had been the basis of the
Mitsuis’ fortune, which fluctuated with the general prosperity, their
patronage of folk shrines and the gods of luck may have been a form
of insurance, or at the least a sound business policy. For their personal
worship, however, they favored the more dignified Tendai sect of pan-
theistic Buddhism, introduced from China in the ninth century. Hachi-
robei and his descendants worshiped at Shinnyo-do, a Tendai temple
upon a hilltop in Kyoto, and were entombed there. In the lofty main
hall, built in the seventeenth century, are several splendidly carved
altars encrusted with gold. In a secluded corner behind the main altar
are the ancestral shrines of the Mitsuis, behind whose portals stand
row upon row of gold-lacquered wooden tablets bearing the names of
all the deceased heirs from Hachirobei onward. These are ranked strictly
according to the precedence of the branches: the head family, Kita-ke,
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in the center, is flanked by the hon-ke, or main branches, while the
collateral branches are placed in a separate compartment.

A similar hierarchy is observed in the adjacent graveyard, overlooked
by a stately pagoda and shaded by huge cryptomeria trees. The head-
stones of the first and second generations stand on a slightly elevated
terrace, with those of Hachirobei and Jusan at the center.

In this timeless place, to which the din of modern Kyoto’s traffic
scarcely penetrates, some twelve generations of Mitsuis sleep in ordered
ranks, each in his proper station in death as in life. Among them are
no statesmen, soldiers, or professional men. One, long ago, became
a Buddhist priest after retirement from business, and others earned
respect for their accomplishments in several avocations. But all of them,
true to Hachirobei’s teachings, were merchants first, and indulged other
aspirations only after having discharged their obligations to the family,
the clan, and the state. In that way they found the permanence for
which the founder had yearned and striven.

As they prospered, the chonin donated generously to their favorite
temples and shrines, thereby paying most of the costs of a renaissance
in religious art and architecture. They also invigorated traditional art
forms, such as Noh, while developing new ones—notably Kabuki,
which reached its peak of creativeness about two hundred yeats ago.
Before that time Mitsui Jiroemon Takanari emerged as a recognized
writer of jorari, ot ballad dramas for the theater. Under the pen name
Ki no Jotaro (taken from his master Ki no Kaion, a composer of comic
tanka, or verses of thirty-one syllables), he collaborated in writing a
historical play that is still in the Kabuki repertoire. Another coauthor
was the famous Utei Emba, a carpenter who had become a popular
reciter of the comic stories called raksugo.

In the Tokugawa period people associated with the theater were
ostracized by the “better classes.” It is true that joruri and rakugo were
considered more respectable than Kabuki, but still it was unusual for
the scion of a prominent merchant family to consort with stage folk.
The explanation is that Takanari took up the theater only after abandon-
ing his business career. He could do so because a conflict had developed
among the Mitsui families over a questionable business transaction.
Threatened by the bakufu, they had had to find a scapegoat. So Taka-
nari, a younger son and thus “expendable,” assumed responsibility for
the unpleasant situation and resigned his position as chief of the ryo-
gaeya in Edo. Only then, when he no longer represented Mitsui-gumi,
did he feel free to indulge his interest in the theater.

While cherishing the prestige they enjoyed within their own class,
the Mitsuis still heeded the founder’s reminder—“we are merchants”
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—and made no pretense of being anything else. During the times when
many chonin were eager to marry their sons and daughters into samurai
families (a feat that could be accomplished by financial means) Mitsuis
married only chonin, preferably other Mitsuis, as recommended by
their constitution, until the class system was abolished officially in
1870.

Their tastes, however, became increasingly aristocratic. Several poets
of Mitsui blood won recognition in their lifetimes. In the plastic arts
the Mitsuis were patrons of many of the leading painters, including
Hiroshige and Utamaro. One of the greatest among those artists was
Maruyama Okyo, later a painter for the imperial court, who introduced
new and lasting styles detived from Chinese and European examples.
Some of his creations are still prized possessions of the head family.
The renowned ceramist Eiraku Hozen, whose pottery made for the
tea ceremony is now priceless, was another Mitsui protégé.

The Mitsuis’ interest in scholatship began by accident rather than
through inclination. In the late eighteenth century it so happened that
Mitsui Takakage, heading one of the two branch families that remained
in Matsusaka, lived next door to a scholar named Motoori Norinaga.
The heir of an Ise merchant house that had recently become bankrupt
in Edo, Motoori practiced medicine for a livelihood, but devoted most
of his time to study, and to writing and lecturing upon the Japanese
classics that after centuries of neglect were being discovered again by
scholars. One of his special interests was Genji Monogatari, the great
novel written in the eleventh century by Murasaki Shikibu, a lady-in-
waiting at the imperial court.

Indifferent as a physician, Motooti proved to be one of Japan’s most
important thinkers, and Takakage was among his eatly disciples. When
he was in his mid-thirties Motoori, at the urging of the outstanding
classicist Kamo no Mabuchi, undertook a prodigious task. This was
the writing of the Kojiki Den, which eventually became a forty-eight-
volume commentary upon the Kojiki, an eighth-century compilation of
Japanese “history,” folk wisdom, and mythology. The Kojiki Den,
which took thirty-five years to complete, is regarded as one of Japan’s
outstanding historical and literary works, and the Mitsuis take con-
siderable pride in the fact that Takakage’s financial support of Motooti
Norinaga helped to make it possible. One of their dearest possessions
is a wagon, an older type of koto, presented to Takakage by Motoori,
with a message of commendation attached.

Using the most advanced methods of philology and linguistics then
known, Motoori sought to establish the original meaning of the Kojiki,
which he accepted as the holy writ of Shinto. Beginning with events
that happened before the dawn of Japanese history, the Kojik/ recounts
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the creation and the founding of the imperial house upon orders of
the Sun Goddess, Amaterasu. Such studies were gratifying to the people
of Ise and Kii provinces because of their strong interest in the Grand
Shrines at Ise, which were dedicated to Amaterasu herself and to the
spirits of others of the imperial ancestors.

Motoori’s exhaustive study, although conducted more or less “sci-
entifically,” was essentially a revival of half-forgotten myths and super-
stitions. Yet ultimately the Kojiki Den and other writings of its kind
had an extremely significant impact upon Japan’s political development
and history.

Since the triumph of Ieyasu in 1600 his bakufu government had
sedulously fostered the myth that the Tokugawas ruled by divine right.
The imperial house presumably had delegated full authority to the
Tokugawa shoguns for all time. The emperor, although formally re-
vered as the chief deity of Shinto, actually lived upon the parsimonious
charity of the shogunate. Surrounded by hereditary nobles, he played
the role of high priest in hollow rituals symbolizing the continuity of
the dynasty and hence the legitimacy of Tokugawa rule.

The bakufu paid little heed to Shinto itself. The official ideology was
a mixture of imported Buddhist and neo-Confucian precepts super-
imposed upon a native culture that in itself was viewed disdainfully by
conservative scholars, who found their inspiration in the Chinese clas-
sics. The Tokugawas were interested only in the permanence of their
rule and discouraged any objective study or creative thought con-
cerning historical or social matters.

Indifferent to the public weal, the bakufu did little to relieve suffering
from successive disasters and pestilences. In Motooti’s time the great
famine of Temmei, which lasted from 1783 to 1787, is estimated to
have reduced the population by a million. It is said that in the castle
town of Hirosaki in northern Honshu eighty thousand people starved
to death, after having eaten all the dogs and cats in the vicinity. In
many villages there was not a single survivor to bury the dead, whose
corpses were consumed by birds and beasts.

Such hardships, aggravated by official corruption and speculation,
provoked numerous and violent revolts. During the Temmei famine,
when the price of rice tripled, there were more than one hundred and
fifty uprisings among peasants and townsmen.

Concurrently, intellectuals were beginning to question not only the
virtue and administrative competence of the Tokugawas but also their
interpretations of history and the legitimacy of their reign. Almost
forgotten classics of Japanese history, mythology, and literature—the
Nihon Shoki, Japan’s oldest official chronicles, and the Man’yoshu an-
thology of poetry, as well as the Kojiki—were studied to rediscover the
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spiritual essence of Japanese life and the precepts for benevolent rule
that had been lost under the Tokugawa despots. This led gradually
to a revival of ancient Japanese ideals and ethics, especially those re-
lated to the supremacy of the imperial house. Independent studies along
these lines coalesced into a2 movement known as koksgaks, or national
learning, of which Motooti Norinaga was the brightest exponent. Im-
plicit in kokugaku was the suspicion that the Tokugawas were usurpers
and that their violation of eternal laws laid down by the gods had
caused Japan’s decay.

The Tokugawas were not oblivious to the situation, and some of
them were trying to discover what had gone wrong with their formula.
In 1787, when the Temmei crisis was at its peak, Tokugawa Harusada,
daimyo of Kii, summoned Motoori Norinaga to ask his opinions and
advice upon problems racking the nation. This inspired Motooti to
write The Secret Book of the Jeweled Comb Box, dedicated to Harusada,
in which he developed his views on social unrest, the economic prob-
lems of the several classes, and the nature of commerce. This was
perhaps the first time that a2 Tokugawa had deigned to consult a na-
tionalist scholar, and the event was doubly significant because Moto-
oti was a member of a chonin class by birth and training. In his youth
he had been adopted by and apprenticed to a paper merchant. Finding
business distasteful, he had turned to religious scholarship, while apply-
ing the practical knowledge and empiricism of commerce to his intel-
lectual tasks.

Motoori’s teachings must have seemed shockingly radical to the
daimyo, as well as to the numerous chonin and priests who attended
his lectures. He not only attacked their traditional beliefs in Buddhism
and Confucianism but was strongly critical of the principles and
methods upon which their prosperity rested. Concerning private prop-
erty he asserted that, although Amaterasu Omikami and the imperial
household had entrusted the affairs of state to the Tokugawas and
administration of the provinces to the daimyo, “no people in a fief are
private people, and no land is private land,” since everything and every-
one belonged to the emperor.

He saw great injustices in commerce, and chided rich merchants and
atistocrats for living in idleness while “lower people” did all the work.
Particularly reprehensible in Motoori’s view was the alliance between
business and government that was the cornerstone of Mitsui policy
from beginning to end. The donation of money to the govetnment for
business advantage “will enable the rich further to increase their wealth
and will do great harm to the poor,” he said. “Even something that
would help the rulers’ finances should be wholly prohibited if it is
harmful to the lower people.”?
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The immediate effect of Motoori’s teaching upon the Mitsuis, several
of whom wete included among his five hundred disciples, is not re-
corded. The diaries of Takakage, no scholar himself, give only such
information as “Today I attended Motooti’s lecture,” or record the
master’s Visit, in his role as physician, to an ailing Mitsui. There can
be little doubt that exposure to the ideas of Japan’s pioneer “economic
adviser” had some impact upon their thinking, even though they ap-
plied his precepts in reverse. (A modern parallel is found in most of
present-day Japan’s capitalist leaders, who were influenced in their
university courses by Marxist professors.) More significant, however,
was the early awareness, inculcated in their disciples by Motoori and
other national scholars, that the Tokugawas were usurpers and that
the imperial family could offer to the oppressed people of Japan a
morally acceptable alternative to the tyranny of the bakufu.



5 . Legacy of
the Barbarians

AFTER ITS FIRST CENTURY, one of unprecedented grandeur and pros-
perity, the Tokugawa shogunate went into decline, its vitality sapped
by a futile struggle against change. In the feudal structure each class
and every individual in it was part of a monolith held together by
presumably indissoluble relationships. Yet the burgeoning mercantile
economy, in obedience to its own inexorable laws, had already altered
the nature of those relationships. The bakufu, organically incapable of
adjusting the social structure to changing conditions, met successive
crises with stronger doses of the same old medicine—tyranny and
isolation.

At the beginning of the Tokugawa period, which lasted from 1603
to 1868, Japan had been a relatively advanced, outward-looking coun-
try, ready to claim a respected place among the world’s nations. But
seclusion, made all the more possible by her geographical remoteness,
paralyzed Japan’s social creativity and intellectual growth at a time
when the industrial revolution was transforming the Western world
and preparing its countries for global expansion. Then, as Japan stag-
nated, European navies opened up most of Southeast Asia to trade
and colonization. In the first half of the nineteenth century the British
established a solid position in China, while the Russians began reaching
across the Siberian wilderness to develop new territories at the mouth
of the Amur River, little more than five hundred miles from the shores
of Japan.

For commercial or political reasons all the European naval powers
were trying to establish amicable relations with Japan, and exploratory

~ visits by foreign ships became frequent. The Russian empire, intent

upon dominating Korea and Manchuria, needed a friendly Japan on
its eastern flank. The British, apprehensive of a Russian advance into
China, hoped to forestall it by wooing the Japanese. The United States,
as a newcomer, was at a great disadvantage in regions preempted by
Europeans and saw virginal Japan as its last chance to stake a claim
in Asia. As America’s closest neighbor across the Pacific, Japan could
be a naval outpost of great value; but under control of hostile powers
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it could also be a threat. Japan’s ports were needed as supply bases
for American merchantmen and whalers; trade prospects, though
unevaluated, were enticing; and for zealous Christian missionaries
there were those millions of heathens known to be susceptible to con-
version.

Japan was doubly inviting because of its suspected vulnerability.
As E. H. Norman has pointed out: “In the middle of the 19th Century
Japan was as weak as contemporary Burma or Siam, facing the modern
world without allies, without a fleet or modern army, with no monies
in its treasury, its industry still handicraft, its trade negligible, its
poverty profound.”!

The armies charged with defending Japan were vitiated by a peace
that had lasted two hundred and fifty years. When Commodore Perry’s
men landed in 1853 they encountered warriors clad in armor made
of silk, leather, and thin plates of metal, very similar to that worn by
Sasaki Takahisa in the fifteenth century. Guns were in common use,
but most of them were relics of past European wars, muzzleloading
flintlocks, muskets, and such, while other troops were armed with
swords, spears, and bows. This was the same year in which Samuel
Colt started the mass production of small arms at Hartford, Connecti-
cut. From the viewpoint of the “Dutch Scholars,” which coincided in
this respect with that of the exponents of nationalism, the bakufu had
betrayed sacred Nippon by making it impotent to repel the onslaught
of the barbarians.

Perry assumed that the reluctance of the shogun’s representatives to
accept his reasonable terms was due to ignorance or to encrusted
tradition, not realizing that he was forcing them to make a choice
between two forms of committing suicide—a dagger in the belly, or
slow poison. They knew that refusal of Perry’s terms would lead to
eventual attack either by the United States or by European powers.
Yet acceptance of those terms would be used by the bakufu’s enemies
to inflame malcontents of all classes.

The daimyo were almost equally divided over the course to be taken,
so with characteristic Japanese ambivalence the bakufu “harmonized”
the opposing views. By going through the motions of signing a treaty,
they would gain time for rebuilding their defenses along modern lines;
concurrently, they would use their new contacts with the West to
learn its military science and then drive out the interlopers once and
for all. By such reasoning they tried to reconcile a breach in tradition,
represented by a treaty, with their responsibility for expelling the bar-
barians.

Under these inauspicious circumstances Japan and the United States
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concluded the Treaty of Kanagawa, Japan’s first diplomatic recogni-
tion of a Western power, on March 31, 1854. This so-called wood and
water treaty gave Americans ships access to two minor ports, Shimoda
and Hakodate, and the right of refuge and supply. It also authorized
the installation of a United States consul, if and when such an official
was needed. Using this excuse (and much to the anguish of the bakufu),
Townsend Harris arrived in Shimoda two years later, demanding a
residence, an audience with the shogun, the conclusion of a com-
mercial treaty, and the opening of more ports.

Eventually, in December 1857, he was received at Edo Castle with
full ceremony; and after having to endure more than another year of
bureaucratic obstruction and infuriating evasions, in 1858 he won a
Treaty of Amity and Commerce that provided for freedom of trade,
the opening of Kobe and Yokohama (both seaports adjacent to Japan’s
largest cities), and the right of residence for Americans in the open
potts, as well as in Edo itself.

The Japanese had been assured that trade would bring the nation
great benefits and strengthen the government, but its immediate effects
after the opening of Yokohama in 1859 were worse than even the pes-
simists had imagined. At first fewer than fifty Caucasians lived in the
new international settlement, built and maintained at government
expense. But as word of the singular opportunities for profit circulated
abroad, the number of fortune seekers multiplied. Conspicuous among
them were drifters, sots, and brawling sailors, who quickly confirmed
Japan’s worst suspicions about the barbarians.

Hardly more agreeable to the _]apanese were foreign merchants, who
sniffed out the weaknesses in the country’s ‘economy and exploited them
without mercy. They found the most serious flaw in its currency sys-
tem. The bakufu, having been out of touch with world finance for
centuries, had manipulated coinage values arbitrarily (and naively),
with the result that the exchange rate between gold and silver was one
to five, or one to six, whereas in foreign money markets it was about
one to fifteen. The standard international currency in East Asia was
the Mexican dollar, a silver coin minted in Hong Kong and the United
States, as well as in Mexico. Under treaty provisions the exchange rate
in Japan was set at three silver b for one Mexican dollar. The Japanese
gold &oban coin (worth one ryo) cost four bu. Shrewd batbarians im-
mediately saw that with an outlay of 100 dollars a2 man could buy
300 bu and exchange them for 75 koban. Then, when exported, those
75 koban would fetch at least 150 dollars, and as much as 270 dollars,
depending upon their gold content.

This dollar-bu-koban trick became an obsession among the for-
eigners; and even diplomats, including Harris and members of his staff,
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played it to amplify their salaries. The bakufu tried clumsily to read-
just the coinage in order to stop such plunder, but succeeded only in
stopping trade entirely and antagonizing the foreign powers, who in-
sisted upon their treaty rights. Before the currency matter was settled
such a drainage of gold had occurred that Japan’s monetary system was
disrupted. Sporadic demand for export commodities, and excessive
supplies of imported goods, caused wild fluctuations in prices. Sudden
changes in the price of rice affected the whole economy, imposing
severe hardships upon peasants and poorer townsmen. Such fluctua-
tions were manipulated by merchants to the disadvantage of daimyo
and samurai, whose incomes were measured in rice and seemed always
to shrink when converted into money.

Since trade in the open ports was monopolized by the foreigners and
conducted through official channels, it brought little profit to native
metchants and none to the bakufu, saddled as it was with astronomical
expenses related to the foreign incursion. Income from duties was
minimal because Harris had included in his treaty a clause allowing for-
eigners to set the tariff rates, which of course they kept extremely low.
This provision made it impossible to protect domestic industry and
invited a flood of cheap factory-made foreign goods that ruined in-
numerable handicraft enterprises upon which the families of peasants
and impoverished samurai had depended for their cash income.

These economic woes were no less distressing to the Mitsuis, with
whom business had been going badly for a long time. Ordinarily, the
misfortunes of the upper classes brought advantages to the merchants,
but lately there had been too much misfortune. In the 1840s debts of
the daimyo had risen so alarmingly that fully three-fourths of the rice
crop sent to Osaka was owed in advance as interest to moneylenders.
Bad debts had mounted commensurately, and among the exchange
houses it was estimated that twenty percent of their capital stagnated in
the form of uncollected loans.

For the two previous decades calamities had been striking in relent-
less succession. During the Tempo era (1830-44) crop failures had
brought repeated famines, some so severe that the streets of many
towns were littered with unburied corpses. When the bakufu did noth-
ing to alleviate the people’s sufferings, a scholarly police official named
Oshio Heihachiro was spurred into action. Realizing the futility of
persuasion, he conceived the desperate scheme of staging a revolt in
Osaka, seizing the wealth of the merchants, and using it to finance
a peasant militia strong enough to challenge the bakufu. In order to
begin the rebellion and feed his followers—among whom were samurai
and ronin, or lordless samurai, as well as townsmen and farmers—he
sold his beloved books and manuscripts.
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Being a man of conscience, Oshio first petitioned the bakufu and
leading merchants, such as Mitsui and Konoike, to distribute some of
the rice from their bulging granaries. When these pleas were ignored he
secretly distributed swords to his few hundred cohorts and, on Febru-
ary 19, 1837, assembled his little band for an assault upon Osaka’s
mercantile district. “First we must kill all the officials who have made
the poor suffer,” he commanded, “and then we must go on to slaughter
all the rich men.”

The bakufu was fully informed of the plot, but the police were so
incompetent and cowardly in the face of an armed mob that the rioters
were able to run wild through the streets for hours. The revolt cen-
tered upon the warehouses of the merchants, which yielded such enoz-
mous amounts of treasure that the rebels were unable to carry all of it
away. As the looters struggled with bales of rice and boxes of silver,
the shops and warehouses were set afire, and soon flames were raging
across the city. The rebels, immobilized by their greed, were easily
dispersed by soldiers from the local garrison and, as he knew he must,
Oshio killed himself. The Mitsuis and their property seem to have been
almost unscathed. But the losses of merchants and householders in
general were tremendous, for in the conflagration, which lasted three
days, about eighteen thousand shops and homes were destroyed.

The revolt, which spread to other areas, aroused the stupefied bakufu
to action, unfortunately of a counterproductive kind. In the so-called
Tempo reforms that followed, hunger in the overpopulated cities was
relieved by ordering surplus townsmen to go back to the farms. Lux-
urious living was prohibited by stricter sumptuary laws. And since
monopolistic commerce stifled production and caused scarcities, the
centuries-old fonya—trading corporations or wholesalers’ guilds—were
abolished, with the result that the commodity-distribution system was
crippled. ‘

Business stagnated. After the barbarians landed it got worse, even
for Mitsui. With financial distress and uneasiness on every side, people
just weren’t buying piece goods, and Echigoya’s retail trade declined
dangerously. Inflation had raised personnel costs, but feudal custom
forbade discharging anyone. During these trials 2 Mitsui-gumi executive
wtote in the company’s logbook: “No business paying, only expen-
ditures swelling.”

The bakufu became insatiably hungry for money and levied forced
loans of fearsome size upon the merchants. Mitsui-gumi, tapped for
200,000 ryo eatly in 1859, put up a stronger protest than usual, explain-
ing: “Before and since the atrival of the Black Ships, Mitsui’s business
had been declining, and expenses are increasing because of earthquake
and fire.” The amount demanded was greater than the entire capital
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of the House’s dry-goods shops and amounted to mote than twenty-
five percent of the total assets entered in Mitsui’s books.

The levy could not be refused outright because Mitsui-gumi was still
doing a good deal of official business for the bakufu. Furthermore, the
House stood to gain considerable benefits by cooperating. For example,
after the signing of the Treaty of Amity and Commerce the Edo Mitsuis
had applied secretly for permission to open a branch exchange shop in
Yokohama. When they proved themselves compliant about the loan,
the accounting magistrate responded to their petition in these reassur-
ing terms: “As foreign powers are coming to Japan in May, 1859, and
only the Mitsuis could deal with foreign countries who are eager to
trade, the shogun graciously allows the opening of a shop there.”?

Japanese merchants still were forbidden to engage in foreign trade
directly, but the bakufu was anxious to conduct business efficiently at
Yokohama as a demonstration of the shogun’s sincerity in enforcing
the treaties. The Mitsuis seem to have been willing to assist in this en-
deavor because familiarity with trade in the open ports (until then a
monopoly of the bakufu) would put them in a favorable position if and
when private trade became permissible.

The project seems to have been reasonable in concept, but the way in
which it was carried out indicates that in the centuries since Hachirobei’s
death the unity of the clan had suffered. In the Edo shops there were
two influential but competing banto, or clerks, Saito Junzo and Sakurai
Yohei. The former favored the new venture, but Sakurai opposed it
because it contravened the provision in the Mitsuis’ constitution against
being involved in unfamiliar business. Out of deference to Sakurai,
Saito agreed to establish a dry-goods shop instead of a foreign exchange
house. But then he used it as a front for exchange operations, thus
achieving his purpose. The Edo Mitsuis must have known what Saito
was doing and acquiesced in his plan, but apparently he proceeded
without consulting Omotokata in Kyoto, a surprising omission, and
one that caused serious trouble later on.

The Yokohama branch was indeed a legitimate retail shop, as at-
tested by a ledger entry describing its first sales to foreigners. On June
2, 1859, the day the port opened, a Russian and an American stopped in
and bought some brocades. They must have found the prices right and
passed the word around, for on the following day two Americans or-
dered so much material that it had to be brought up from Kyoto. Even-
tually, however, the branch’s main business was the custody of treasury
funds in Yokohama and Kanagawa, acting as official money-changer in
far-off Hakodate, and handling receipts, payments, and taxes in nearby
Yokosuka, where an iron works had been built. Such business should
have been conducted by a regular money-exchange shop, of course. The
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confusion resulting from the hybrid establishment was described by
Saito’s stepson: “We had to go back and forth between Yokohama and
Edo, and were quite busy. Because the port was newly opened, a large
amount of money came in and out, and most of it was kept at the Yoko-
hama branch. Clerks from the Echigoya gofukuten [draper’s shop] took
care of the business, and on the side they also loaned money like an
exchange house. But we made mistakes in moneylending and as things
went on like this it was quite unsatisfactory because it looked as if a
merchant was handling official business.”

The persistence of such a dangerous anomaly indicates that Omoto-
kata was either ignorant of the real state of affairs or no longer able to
exercise control. The precise reason for this failure of leadership is not
apparent, but there is no reason to believe that the Mitsuis were immune
to the general disarray and desperation that convulsed Japan as the
shogunate struggled against its impending doom.



6 - Trade of
Blood and Guile

TowNsEND HARRIS, HAVING OPENED Japan’s doors to trade, was eager
to open its mind to the inestimable advantages of commerce. He knew
that the Japanese people, after their long seclusion, would be indelibly
impressed with the manifestations of the Western world, and he hoped
that his own country would be the model for Japan’s renaissance.
Through the good offices of the shogun’s #ziro, or chief minister, Lord
Ii Naosuke, who had been instrumental in concluding the Treaty of
Amity and Commerce, Harris arranged that 2 Grand Embassy be sent
to Washington in 1860 to exchange ratifications.

A mission of nearly eighty daimyo and samurai was transported
across the Pacific to San Francisco aboard an American side-wheeler,
crossed the Isthmus of Panama by railway, and proceeded by ship to
the United States. In Washington its members met President James
Buchanan and his cabinet, got a good look at some of the achievements
of a Western society, and incidentally made a sensational impression
upon the American public. Beneath the windows of their rooms at Wil-
lard’s Hotel, near the White House, as newspapers reported, hundreds
of women and girls, “handsome and prettily dressed, have been . ..
throwing up bouquets, candy and all sorts of nick-nacks, calling out
‘Japonee, Japonee! give me a fan, won’t you?’ 1

New York was enraptured by the exotic visitors in their elegant ap-
parel, and their ceremonial procession attracted huge throngs. One
spectator, Walt Whitman, was inspired to write the poem “A Broadway
Pageant,” part of which declared:

Over the Western sea hither from Niphon come,

Courteous, the swarth-cheek’d two-sworded envoys,

Leaning back in their open barouches, bare-headed, impassive,
Ride to-day through Manhattan.

Thoughtful efforts were made to arouse the envoys’ interest in Ameri-
can science, technology, government, and the naval and military arts.
The noble guests were unexpectedly responsive, asking many questions,
taking notes, and keeping detailed diaries. One of the most studious was

50
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Oguri Tadamasa, Lord of Bungo, who was allowed to observe the
operation of the United States Mint at Philadelphia in preparation for
reorganizing Japan’s antiquated currency system and, by so doing, un-
wittingly reviving the ebbing fortunes of the Mitsuis.

When the embassy returned to Japan, however, there was no rejoic-
ing. The increase of Yokohama’s foreign population had generated
a groundswell of xenophobia, and anyone associating with the bar-
barians was regarded suspiciously. The outlanders who had flocked to
the treaty port were not a prepossessing breed on the whole, and even
at best they grated upon Japanese sensibilities. As Sir Ernest Satow,
then a young interpreter for the British diplomatic mission, observed:
“They affronted the feelings of samurai by their independent demean-
our, so different from the cringing subservience to which the rules of
Japanese etiquette condemned the Japanese merchant.”?

Their lust for gold and grog, and their intolerable assumption of
superiority (seemingly confirmed by the results of business dealings
with Japanese, in which foreigners usually won), goaded patriotic samu-
rai into fury. Those who were not stirred by feelings of nationalism
were still forced to recognize the economic disadvantages of foreign
trade, as domestic industries succumbed to the assault of cheaper
products. It was also widely believed that forcible conquest of Japan
by one or another of the barbarian nations was only a matter of
time.

For evils real or anticipated, patriots blamed the shogun, who had
admitted the foreigners against the wishes of the emperor. Soon after
the departure of the embassy to Washington, the tairo, Lord Ii, was as-
sassinated by nationalists, whose slogan “Sonno! Joi!”—Revere the Em-
peror! Expel the Barbarians!—was on the lips of discontented samurai
and ronin throughout Japan.

In 1859, the year that Yokohama was opened to foreign trade, three
foreigners and a Japanese interpreter were murdered in cold blood. A
conflagration destroyed a large part of the settlement, and soon after-
ward the French Legation in Edo was burned. In January 1861, Town-
send Harris’ secretary, the amiable Henry Heusken, was ambushed by
ronin and slashed to death in Edo, and in July the British Legation re-
pulsed an attack by a band of ronin in which two Englishmen were
killed and two wounded.

Rumor and panic ignited the tinder of public discontent. Inflation
and crop failure provoked more peasant uprisings in the country and
rice riots in the cities. Smuggling and highway robbery were wide-
spread and, as police power disintegrated, propertied people entrusted
their safety to bosses who controlled gangs of armed outlaws. The oc-
casional violence against foreigners was as nothing compared with the
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subversive plotting, assassinations, and internecine fighting that para-
lyzed the bakufu. :

Much of the disorder thatshattered the long peace of the Tokugawa
period was contrived and executed by radical intellectuals of the sonno-
joi persuasion. Some of them were motivated by a sincere loathing of
foreigners, but the more sensible among them, entertaining a whole-
some respect for the West and its achievements, used antiforeignism as
a club with which to batter the bakufu, the principal target of their
hatred.

The most formidable opponents of the shogunate were the Satsuma
and Choshu 4an, or clans, in southern and western Japan. Because the
daimyo of those fiefs had not rallied to the banner of Tokugawa Ieyasu
before the Battle of Sekigahara in 1600, their descendants had been re-
garded as unreliable elements ever since. Without repudiating their
vows of fealty to the shogun, those resentful f0gama, or “outside han,”
nevertheless conducted their affairs with insolent disregard for his au-
thority.

Satsuma, with its capital in Kagoshima at the southeastern tip of
Kyushu, held suzerainty over the Ryukyu Islands, which served as a
bridge for trade with China. Remote from Edo and the interference of
the bakufu, Satsuma had evaded the full effect of the seclusion laws, and
through foreign contacts had adopted relatively advanced industrial
methods, improved its naval and military arms, and amassed some com-
mercial capital. Choshu, strategically located along the Straits of Shimo-
noseki, the gateway for shipping between the Inland Sea and Nagasaki,
had also prospered from trade based upon a well-organized agricultural
and handicraft economy and had developed its martial capacities beyond
those countenanced by the bakufu.

These two han, and a few others in the western region—notably Tosa
on the island of Shikoku and Hizen near Nagasaki—had much in com-
mon. The daimyo themselves and their hereditary ministers in most
cases had succumbed to the inanition of languorous Tokugawa court
life, and their practical affairs were handled by younger samurai of
vigor and ability. Many of the latter were adherents of the national
learning taught by Motoori Notinaga and his successors, and supported
the principles of sonno joi. Wanting to reform and modernize their
provinces, they chafed under the restrictions and interferences of the
bakufu. In their commercial and financial dealings they kept in close
contact with the provincial merchants and those of the big cities as well.
The merchants, 2 mundane lot, probably were skeptical of the nation-
alist ideologies, but having suffered grievous losses from the foreign in-
cursion, and despairing of any benefits from foreign trade under the
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bakufu, they listened sympathetically to the samurai who advocated
sonno joi.

The tozama samurai, many of whom were stationed in Kyoto to share
the defense of the imperial court with men from the other han, found
kindred spirits among the &xge, the nobles at the court. Embittered by
the shabby treatment they had received from the Tokugawa usurpers,
the kuge also responded to the nationalist teachings. Thus, there was
forming a vague coalition of the most militant samurai of the western
han, merchants, and court nobles—all calling for expulsion of the for-
eigners, curbing of the bakufu, and a corresponding increase in the
power of the imperial court.

Among and within the tozama han there were schisms reflecting
those of national scope. The radicals were moving toward a position of
tobaku, overthrow of the bakufu, while conservatives favored a more
moderate course of kobu gattai, or union of the shogunate and the im-
perial court. Satsuma and Choshu, long rivals for the favor of Kyoto,
were divided over this issue. In Choshu the tobaku contingent was as-
cendant, while the kobu-gattai adherents dominated Satsuma. Varia-
tions of this ideological split caused factional struggles within the han
and armed clashes between them as they vied for physical control over
the court and the person of the emperor, whose importance as a talis-
man of power was rising.

Most injurious to the shogunate were the depredations of radical
samurai and ronin against the foreigners, whose envoys were losing
patience with the bakufu’s vacillation as well as its weaknesses. In 1862,
when Anglo-Japanese relations were thus strained, a fresh outrage
brought matters to a head.

On a fine September afternoon an English merchant named Richard-
son went riding out of Yokohama with two colleagues and a lady
friend. Heading toward Edo on the broad Tokaido, they encountered
the vanguard of a daimyo’s procession moving in the opposite direc-
tion. Richardson, a newcomer, was unfamiliar with road etiquette and
failed to dismount or leave the highway as was obligatory when a pet-
sonage of higher rank was passing. The personage in question happened
to be Shimazu Hisamitsu, the actual leader of Satsuma, whose samurai
wetre notorious for their belligerence. When Richardson, ignoring all
warnings, persisted in riding against the oncoming procession, he and
his party were attacked by Satsuma’s swordsmen. Richardson was
slashed mortally and the two men with him were severely wounded.

The angry foreign settlers and their troops in Yokohama clamored
for immediate retaliation, and Satsuma’s warriors were equally ready
for battle with the barbarians. The outbreak of war then and there was
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prevented by the leaders of both sides, who managed to restrain the
hotheads. The British chargé d’affaires decided prudently that the issue
was a diplomatic one to be handled by Great Britain’s Foreign Office,
and confined himself to lodging a stern protest with the Japanese gov-
ernment.

But while the foreign envoys still fumed, the bakufu’s impotence was
demonstrated again when unidentified arsonists destroyed the British
Legation, newly built and just ready for occupancy. In the following
March London’s terms for settling the Richardson affair reached Yoko-
hama. To the consternation of the bakufu in Edo the British demanded,
in addition to a formal apology, the payment of 100,000 pounds sterling
as a penalty. Satsuma was to execute those samurai who had committed
the offense and to pay an additional 25,000 pounds compensation. The
Foreign Office made it clear that the only alternative was war.

The bakufu procrastinated in replying to these demands and used the
time gained to prepare for hostilities. Concurrently, the sonno-joi ex-
tremists maneuvered the imperial court into issuing a futile order for
the expulsion of foreigners. The bakufu, unable to refuse an imperial
command, reluctantly set the expulsion date for June 25 of the same
year and, while still negotiating with Britain’s envoys, made secret prep-
arations to enforce it. These moves became known to the British, who
responded by strengthening their fleet and issuing an ultimatum that
the shogunate pay, within twenty days, the 100,000-pound indemnity
together with 10,000 pounds already due for compensating the families
of victims of earlier attacks. As tensions mounted seventeen foreign
warships and six merchantmen were assembled for the defense of
residents in the treaty ports.

This display of power had the desired effect. At the last minute the
bakufu capitulated and delivered to the British chargé d’affaires the sum
of 440,000 Mexican dollars—most of it practically confiscated from the
merchants of Osaka.

The foreign envoys were assured, unofficially, that the bakufu had
abandoned its plans to carry out the order for expulsion, and the indem-
nity was regarded as a token of their sincerity. But officially the order
was still in effect, and on the appointed day the incorrigible samurai of
Choshu took independent action to enforce it. Two Choshu vessels
fired upon the American merchantman Pembroke passing through the
Straits of Shimonoseki, and in succeeding weeks other foreign ships
were attacked there.

The Western diplomats, realizing at last that the bakufu was unable
to control the outside han, now adopted a policy of conciliating the
shogunate while chastising its internal enemies. In July American and
French merchantmen destroyed two Choshu gunboats and some forts




TRADE OF BLOOD AND GUILE - 55

at Shimonoseki, but the straits remained closed. Then, eatly in August,
the British sent a naval squadron to Satsuma to exact payment of the
additional indemnity and the punishment of Richardson’s murderers.

The demand was rejected rather insolently, so the Britons righteously
bombarded Kagoshima, Satsuma’s castle town, setting a considerable
part of it ablaze, and then burned several ships for good measure. It was
not a clear-cut victory, since the British suffered many casualties and,
battered by a wild typhoon, decided to withdraw. But the demonstra-
tion forced Satsuma to recognize the superiority of Western naval
power and to meet Britain’s terms.

Shimazu Hisamitsu of Satsuma, already neck-deep in debt to the
Osaka chonin, had no such sum as 25,000 pounds. But he did have a
resourceful helper in the person of Okubo Toshimichi, an opportunistic
young samurai who alternated between radicalism and moderation.
Having swung back to a moderate position at the time, he was on speak-
ing terms with the bakufu’s officials. He went to visit one of the higher
councilors, Itakura Katsukiyo, Lord of Iga, and argued that the bakufu,
being responsible for having admitted the foreigners, should pay
Satsuma’s indemnity.

Itakura, aware of the impoverished bakufu’s finances (at one time it
had little more than 20,000 ryo in its treasury), was stubborn in his re-
fusal, but Okubo was adamant. Taking his cue from the bakufu’s ex-
tortionist tactics, he sent two swordsmen to Itakura’s residence with the
information that, unless the “loan” was forthcoming, the British chargé
d’affaires would be assassinated immediately. Itakura wavered. Such a
deed would not merely humiliate the bakufu but could mean war
against the foreign powers. Yet to arrest Okubo and his bullies would
antagonize Satsuma and inflame the han’s radicals. He gave in, and
promised Okubo that he would “borrow” the money from the Mitsuis
—who had provided a sizable share of the 110,000-pound indemnity
the bakufu already had paid to the British.

Caught in the squeeze between invasion and insurrection, the bakufu
yielded to its critics and instituted a number of reforms. For one, the
sankin kotai was reduced to a token hundred-day sojourn in Edo every
three years, and the families of daimyo were no longer held in Edo as
hostages. This relieved the daimyo of a heavy financial burden, but it
also gave the dissidents among them more time and resources for their
machinations against the shogun.

In 1861, to further the kobu-gattai policy of uniting Japan’s embat-
tled factions through a reconciliation between the imperial court and
the shogunate, the fifteen-yeat-old Shogun Iemochi had been wedded
to the emperot’s sister. But perversely, the Kyoto loyalists saw this as
an attempt by the bakufu to secure imperial sanction of the treaties, so
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far stubbornly withheld. The kobu-gattai strategy failed and the sho-
gunate, bereft of a policy, drifted helplessly.

Through the intervention of the radicals the youthful shogun was
forced to accept a “guardian” (in effect, a regent) amenable to the guid-
ance of the imperial factions. This was Tokugawa Hitotsubashi Keiki
(also known as Yoshinobu), son of the ultranationalist Lord of Mito.
An able and reasonably enlightened young man, Keiki was responsive
to advisers working toward domestic harmony and conciliation of the
Western powers. But paradoxically, the shogun himself, under coet-
cion from imperialists in Kyoto, just then was setting a new date for
the final expulsion of Westerners. The extremists, pressing their ad-
vantage, obtained an imperial order that Shogun Iemochi should visit
Kyoto, presumably to reach an understanding with the emperor con-
cerning the treaties. This was the crowning humiliation, for no shogun
had deigned to visit the sovereign during the past two hundred and
thirty years.

In March 1863, the “barbarian-quelling generalissimo” started his
journey down the Tokaido, escorted by three thousand brilliantly ca-
parisoned retainers and troops. The Edo merchants were tapped for
contributions as a matter of course, and the Mitsuis recorded in their
ledger an item of ten thousand ryo “for sending off the shogun.” There
was some consolation, however. Echigoya was still the leading purvey-
or of cloth to the bakufu, and the making of uniforms and ceremonial
attire for the journey kept the shop profitably occupied for weeks. But
soon after this respite from business doldrums a deeper depression set
in. The shogun had intended to stay in Kyoto for only ten days, but his
opponents found it useful to keep him there under their control and his
advisers in a state of confusion. So there Iemochi remained, languishing
amid the refurbished splendors of Nijo Castle, month after month.
Kyoto had become the arena of action, leaving Edo a political vacuum.
The foreign envoys, who were not permitted to visit Kyoto, had to deal
with powerless underlings left behind in Edo and could learn little
about the fateful decisions being made in the remote imperial city. An-
tiforeign samurai and ronin now swarmed into the capital, shattering
its tranquillity by their murderous assaults upon moderates and even
fellow radicals who had admitted the inevitability of intercourse with
foreigners. To curb the zealots the bakufu organized mercenary units
of soshi, political bullies, recruited from among the flotsam of ronin,
gamblers, thugs, and desperadoes who roamed the troubled land. Their
influx brought a certain prosperity to the city, but as the police cow-
ered before the swashbucklers, robbery, looting, and arson became the
order of the day.
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The more important chonin, being in touch with stewards of the
tozama daimyo and also under the bakufu’s protection as suppliers and
fiscal agents, were spared these depredations. But the Mitsuis, from
their vantage in Kyoto—one of their mansions was adjacent to Nijo
Castle—sensed the calamitous events that were about to happen and
tried to find the political connections that would bring them through
safely.

In the early part of 1863 the loyalists from Choshu were still securely
entrenched at court. Working through certain kuge secretly allied with
their cause, they could gain imperial backing for their undertakings,
however rash. It was they who had coerced the court into ordering the
bakufu to expel the barbarians. Even more quixotic was their program
for mobilizing an imperial expedition, with the emperor riding at its
head, to sweep the interlopers out of Japan. Such a move was tanta-
mount to having the emperor take over the official functions of the
shogun, while leaving Choshu supreme.

The emperor, well indoctrinated by sonno-joi nobles, gave his bless-
ing even to this devious scheme. But after Choshu’s virtual declara-
tion of war at Shimonoseki, and the debacle of Satsuma at Kagoshima,
his majesty grew more cautious. Realizing that the country had been
saddled with an untenable foreign policy, he cooled toward the nobles
being manipulated by Choshu’s hotheads and showed increasing favor
to those of moderate inclination. Satsuma, chastened by the British,
had taken leadership of the kobu-gattai moderates and began to gain
the impetial favor that Choshu was losing.

Choshu’s continued plots and provocations outraged Satsuma and
its temporary ally Aizu, a pro-Tokugawa han in northern Honshu,
whose daimyo was then military governor of Kyoto. Suspecting (or
inventing) a Choshu conspiracy to recover its position by treachery,
Satsuma and Aizu leaders informed the emperor—indirectly, of course,
for not even daimyo could approach that godly being in person—and
won his permission to take forcible countermeasures. Accordingly, on
September 30, 1863, they staged a coup d’état and sequestered the

alace. Civil war was avoided when Satsuma produced an imperial edict
forbidding violence, and Choshu, whose protestations of reverence for
the emperor were unsurpassed, was persuaded to withdraw its soldiers.
But the Satsuma-Aizu coup, though bloodless, ended the long Toku-
gawa peace. For two and a half centuries political change in Japan had
been effected gradually by means of sycophancy, intrigue, and subtle
treachery. But after this confrontation the key to supremacy was to be
naked military power. Ominously, Choshu’s men took with them, in
defiance of the court, seven nobles sympathetic to sonno joi, with the
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clear indication that they would return to reinstate them at court by
force of arms.

The wellspring of sonno-joi nationalism in Choshu was a school estab-
lished by a young military instructor named Yoshida Shoin. An intel-
lectual prodigy, he had quickly absorbed the Chinese classics that were
still the stock in trade of orthodox scholarship; but he was more at-
tracted to the national learning, notably the works of the Mituis’ erst-
while teacher Motooti Norinaga, which convinced him that Japan
was truly the land of the gods and that the emperor was its rightful
sovereign. Yoshida believed that the Tokugawas, having betrayed his
majesty’s trust, had neglected the country’s defenses and exposed it to
the depredations of inferior breeds of men. Moreover, the bakufu,
cravenly shirking its duty, had stooped to parley with the aliens, and
soon those intruders would try to subjugate the Japanese race. It was
the duty of every loyal Japanese, he insisted, to reimplant the ancient
virtues, purge the country of foreigners and their influences, and re-
store the emperor to the supremacy ordained by the gods for ages etet-
nal. Only then could sacred Nippon attain its destiny and assert its
leadership in the world. (Prophetically, Yoshida also advocated sub-
duing Korea and annexing Manchuria, Formosa, and the Philippines.)
Such were the teachings of this provincial messiah, who had a profound
impact upon his contemporaries, inspired the twentieth-century mili-
tarists, and is a hallowed figure still in Japan’s nationalist pantheon.

Yoshida was fanatically antiforeign, but not ignorantly so. Having
delved into foreign books, he had learned much about the new military
technology and the way it was used. Being informed about foreign
affairs, he knew how the British had first gone to China to trade, then
introduced opium as a means of saving their gold and silver, and finally
subjugated the government that had tried to abolish the baneful traffic.
Hoping to save his country from the fate of China, Yoshida roamed
Japan as a ronin, spreading the sonno-joi gospel and hatching plots to
realize its aims.

He knew that without science and technology Japan would be help-
less before the Western offensive, so he decided to go abroad and study
them. In 1854, with elaborate but transparent secrecy reminiscent of
Tom Sawyer’s, he boarded one of Commodore Perry’s ships in the
dead of night and pleaded to be taken to America. Rebuffed, he was set
ashore and arrested by the bakufu for the crime of having attempted to
leave the country. After being released from prison through the lenien-
cy of his daimyo, he was allowed to start a school, at which he taught
the sonno-joi philosophy along with his own brand of the martial arts
admixed with Confucianism. The most spirited of the younger samurai
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attended his classes, and were conquered by his fervent patriotism,
devotion to the emperor, and belief in Japan’s future greatness. From
his school in Hagi, a castle town north of Shimonoseki in Choshu, came
a group of men with a new understanding of Japanese history, social
conditions, and political processes. Despite their unrealistic program of
excluding all foreigners, they had a generally accurate view of the world
—and especially of Japan’s alarming insecurity as a target of imperi-
alism. Above all, they espoused a coherent national polity and were
sustained by an unshakeable conviction that it would eventually prevail.

Yoshida, one of the first major exponents of tobaku, the overthrow
of the shogunate, was executed in 1859 for his part in an assassination
plot against a bakufu official. But his former students intensified their
efforts, in concert with loyalist samurai and ronin of other han, to topple
the Tokugawa dynasty. They were ringleaders in the assaults upon
foreigners and the destruction of their legations, in goading their hans’
governments into defying the shogun, and inflaming antiforeign feeling
within the imperial court. It was those prophets of modern militarism
who established in Japan the principle, not yet disproved, that political
power grows from the barrel of a gun.

Among the brightest alumni of Yoshida’s school were Ito Hirobumi
and Inoue Kaoru—to use the names by which they were known in later
years. In May 1863, thirteen months before the events at Shimonoseki
and Kagoshima, they and three other young samurai of Choshu re-
ceived their daimyo’s permission to leave Japan secretly in order to
study in England. Their purpose in going was to acquire the knowledge
necessary for carrying out their subversive plans and for strengthening
the military and economic potential of Japan.

Arrangements for their passage from Yokohama were made by an
English merchant, Thomas Glover, and cleared with his consulate
there. The five adventurers, all in their early twenties, embarked under
cover of darkness aboard a ship owned by Jardine, Matheson and Com-
pany, the most powerful trading firm in the Orient. At Shanghai they
were met by Jardine’s agent William Keswick (one of whose descen-
dants is today chairman of the same company) and put aboard two
London-bound sailing ships. Their intention was to learn something
about navigation while enjoying the comforts of being passengers, but
because they could not express themselves in English the five landlub-
bers were put to work as apprentice seamen aboard their respective
ships.

Ito and Inoue were mortified by their demotion to coolie status and
found the incessant toil and coarse food an almost unbearable hardship.
Yet even in the unremitting adversity that came with sailing before the
mast they never stopped thinking about the plight of Japan and, in pas-
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sionate discussions, refining their plans for its salvation. Mutual support
pulled them through the four-month voyage and strengthened the
bonds of friendship that enabled them to weather political storms in
later years, when Ito was Japan’s most illustrious and longest-serving
prime minister, and Inoue, statesman extraordinary, managed the na-
tion’s finances and foreign affairs while also guiding the destinies of the
House of Mitsui.

A sojourn of several months in London, with visits to shipyards,
arsenals, and factories, convinced the five samurai students that Japan
faced a long period of development before it could compete with
Western powers in either war or peace. They were aghast when news
of Choshu’s attacks upon foreign vessels, and of Kagoshima’s ordeal,
reached London. Early in 1864, as the situation in Japan worsened, they
learned that an allied fleet was being assembled to attack Shimonoseki,
and that Choshu’s leaders were eager to accept the challenge. Ito and
Inoue, hoping that they might be able to divert Choshu from such a
foolhardy coutse, sailed for Japan without delay.

When they arrived at Yokohama they found an imposing armada of
seventeen foreign warships and some seven thousand troops. Received
by the British Minister, Sir Rutherford Alcock, they urged him to post-
pone the attack long enough for them to attempt a peace mission to
Choshu. Had he known that those eloquent youths were members of
the band that had burned his country’s new legation less than two years
previously, he would have turned them out, but their gentlemanly be-
havior aroused no suspicion. Because he was anxious to avoid unneces-
sary carnage (which would have provoked criticism from the liberals at
home in Britain), Alcock decided to give them time to try their luck.

With British help Ito and Inoue landed on the shore of their native
province and proceeded overland in disguise. Reaching the headquar-
ters of Lord Mori Motonari, then in Yamaguchi, northeast of Shimono-
seki, they were given an audience and spent many hours, talking over
a map of the world, explaining Japan’s vulnerability and the folly of
Choshu’s making armed resistance to overwhelmingly superior forces.
The daimyo was impressed with their learning and sympathized with
the appeal, but other leaders of the han remained obdurate, and even
suggested that the would-be peacemakers had sold out to the enemy.
At the risk of being assassinated they persisted in their arguments for
several days, but to no avail. After reporting their failure to British
representatives waiting aboard a warship near the Straits of Shimono-
seki, they returned to Yamaguchi, heavy-hearted but fully prepared to
die for Choshu.

It seemed to them that their fellow disciples of Yoshida, who were
then in charge of the han’s military forces and influenced the policies of
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its government, were caught in the grip of a suicidal mania. Not content
with having twisted the lion’s tail, thereby provoking certain retaliation
by sea, they had decided—even as the enemy was preparing its attack—
to seize the Imperial Palace by force and “liberate the emperor from his
evil counselors” so that he could lead a grand offensive against the bar-
barians.

Buoying up the confidence of the zealots was their army, which they
had revolutionized. Instead of leaving all the fighting to aristocratic
swordsmen and subordinate troops armed with bows and spears,
Yoshida’s pupils—several of whom were to be future leaders of the
nation—had recruited commoners, trained them to use rifles, and ot-
ganized them into militia units, in some of which peasants marched
beside samurai. The new units, called shozai, were led by the most radical
samurai and indoctrinated with the sonno-joi philosophy of Yoshida, as
well as with Yamato damashii, the fighting spirit of old Nippon. Shout-
ing down the objections of wiser men, the ultraradicals won permission
to send their troops to Kyoto. In August 1864 several crack units sailed
up the Inland Sea to Osaka, and from there marched in full battle re-
galia to the outskirts of Kyoto. They took positions so close to the city
that the flickering of their campfires could be seen from the watch-
towers of Nijo Castle. This advance in itself indicated the impotence of
the bakufu and the irresolution of the court.

Choshu’s final appeal for the emperor’s pardon for its eatlier of-
fenses was rejected, and its troops were ordered to withdraw. Although
they were hopelessly outnumbered, the “loyalist” shotai remained defi-
ant, remembering Yoshida’s precept, “It is unworthy of a samurai to be
overly concerned with the consequences when the action itself is virtu-
ous.”

They attacked fearlessly, fought with superhuman ferocity, and man-
aged to reach the Hamaguri-mon, the “Forbidden Gate” of the palace,
which only the emperor was allowed to use. There the battle raged for
hours as the inhabitants of neighboring quarters fled with their portable
treasures to the surrounding hills. Most of the Mitsuis’ homes were in
the central part of the city, just south of the Imperial Palace. Warned in
advance, their households had been evacuated to safer precincts, leaving
servants and guards to watch over the tightly shuttered dwellings, of-
fices, and shops.

The Mitsui elders, informed of developments by courier, assumed
that after the shooting was over the situation would settle down to what
passed as normal in those chaotic days. But in the battle Choshu’s guns
set fire to a building within the palace compound. The imperial fire
brigade was unable to function in the battle zone, and a brisk wind
spread the flames, which swept southward through the heart of Kyoto.
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In the conflagration some 38,000 dwellings were destroyed. Five of the
six mansions of the main Mitsui families were burned to the ground,
together with their business buildings. Other merchant families were
similarly stricken. The disaster was not total only because persons of
property kept their valuables, art objects, and documents—as they still
do today—in fireproof &#ra, storehouses with thick earthen or stone
walls fitted with iron doors and shutters. Thus the Mitsuis saved their
account books dating back to the seventeenth century, Motoori’s gifts
to Takakage, and priceless paintings and scrolls that are still in their
possession. There was also the cellar silver, buried deep underground.
But there was no insurance on the buildings, and the financial blow was
stunning.

Choshu’s zealots were defeated, of course, and, after burying many of
their comrades, the survivors straggled home in utter disgrace. Before
they had time to recover, news came that the allied fleet had sailed from
Yokohama, amid great rejoicing of its foreign inhabitants, to give
Choshu a thrashing.

The blunder at Kyoto had brought the Choshu leaders to their senses,
and they sent Ito Hirobumi posthaste to the allied fleet’s anchorage
near the entrance to the Straits of Shimonoseki to make a truce. But he
arrived too late, and by midday the fleet of fifteen British, French,
Dutch, and American vessels was under way. At Shimonoseki, Inoue
Kaoru saw the approaching enemy warships with dismay. Choshu’s
artillerymen had not been informed that a truce was being sought, and
they intended to start shooting as soon as the vessels came within range.
It took Inoue two hours to persuade the artillery commanders to hold
their fire. Then he set out in a small boat, but when he reached the allied
flagship and announced that his government was ready to negotiate, he
was told that the ships were already moving into battle positions and
that the issue would be settled now with guns, not words.

At ten minutes past four in the afternoon of September 5, 1864, an
exchange of cannonfire began the Battle of Shimonoseki. It proved to
be devastating to the Choshu forts, but scarcely touched the attacking
vessels. Although the straits were only a mile wide at most, the fleet
was able to keep out of range and most of the defenders’ shots fell short
of their marks. On the third day of the battle, which wiped out Choshu’s
coastal defenses but cost the attackers only eight men dead and thirty
wounded, Ito and Inoue came alongside the flagship to make arrange-
ments for the daimyo’s formal surrender. A week later these insepar-
ables, whose stock had risen greatly since their abortive peace mission,
assisted their superiors in negotiating the Convention of Shimonoseki,
under which Choshu agreed to meet very stiff terms, including the pay-
ment of an unspecified sum as indemnity.
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The Battle of Shimonoseki, which was highly instructive for Japanese
patriots, had other important consequences. Choshu, by signing a pact
with foreigners, had lost its claim to moral superiority over the shogun-
ate, and its favorite cry, “expel the barbarians,” became meaningless.
Having entered into direct relations with foreigners, Satsuma and Cho-
shu hastened to use their new connections as a means of intensifying
pressure upon the shogun. The allies helped matters by demanding a
preposterous indemnity of three million dollars, which Choshu, with
its small revenues, was unable to pay. The shogunate, already sinking
under the expenses of military preparations, diplomatic missions
abroad, maintenance and supervision of treaty ports, and indemnities
for repeated attacks on foreigners, had to assume responsibility for
Choshu’s debt, too.

This series of shocks, precipitated by the well-meaning Americans
and aggravated by European diplomats and traders, brought despair to
the chonin, whose enforced loans to the bakufu had increased beyond
all reason. How the Mitsuis read those ominous signs can only be con-
jectured. It is improbable that they recognized the long-range benefits
eventually to be gained from all this tumult. The fact that their principal
role in the momentous events of the early 1860s was to keep on pouring
precious gold into a bottomless bag may be sufficient to explain their
ebbing loyalty to the bakufu and their eventual alliance with its most
implacable enemies, the nationalists of Choshu.




7 « The Man
from Nowhere

THE TWILIGHT OF THE SHOGUNATE, known in Japan as the bakumatsy,
fascinates historians because it released the forces that were to modern-
ize Japan. But for the Mitsuis it was the most harrowing time they were
ever to experience. Heading the House then and for many years there-
after was Mitsui Hachiroemon Takayoshi,* eighth consecutive heir of
founder Hachirobei. During his lifetime Takayoshi was called Kofuku,
which means “fortunate,” and he was indeed the luckiest Mitsui of all,
threading his way among the pitfalls and ambushes of the bakumatsu as
though personally guided by the fox deity of the Inari shrines.

An urbane and sensitive man, he was a devotee of chanoyu, the tea
ceremony, a perceptive collector of art, and a creator of tapestrylike
sensai, collages made from swatches of silk (an accomplishment for
which later he won national recognition). His cultivation and socia-
bility made him a welcome guest at the courts of local daimyo and a
popular figure in chonin society, but the personal qualities that enabled
him to emerge unscathed from the rough-and-tumble episodes of the
bakumatsu upheaval are more difficult to detect.

His descendant, Mitsui Reiko, who has done intensive research in the
family’s history, provides one clue to his success. “Our grandfather
Kofuku,” she told the author, “was a broad-minded man: he had good
foresight and an eye for selecting people.”

It is a fact that Kofuku won a reputation for making bold and correct
decisions that influenced the destiny of Japan, as well as that of the
House of Mitsui. How much of the praise he may deserve is a matter of
opinion, but there is no doubt that his “eye for selecting people” saved
the clan in a time of confusion and panic. For without the services of
Minomura Rizaemon, his personally-appointed obanto (literally, “great
clerk,” but actually chief manager), the Mitsui name would have passed
into oblivion a century ago.

* The name Hachiroemon was always given by Omotokata to the Mitsui in
each generation who was selected to lead the entire house. Usually Hachiro-
emon was the eldest son of the Kita-ke (north family), which was supreme
among the hon-ke, or main families.

4
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The astonishing changes in Minomura’s fortunes and station illus-
trate the play of social forces that loosened feudal class ties and doomed
the shogunate. If we can believe his own colorful account, Minomura
was born of samurai stock yet served as a common laborer, fish-dealer’s
apprentice, lackey, peddler, and money-changer, before emerging in his
thirties as a banker and, eventually, the most eminent business execu-
tive of his day.

In his memoirs, dictated during his later years (it is believed that he
was illiterate, or nearly so), he said that his father was a samurai from
northern Honshu who, having incurred the wrath of his fellow war-
riots, became a ronin. His only son, the future Minomura, was left an
orphan at the age of seven.

After a poverty-stricken boyhood in Kyushu and Kyoto, the young
man, whose original given name is unknown, but who at that time
called himself Kimura, became an itinerant laborer in early adolescence.
In his nineteenth year the road-weary Kimura turned up in Edo, where
he found a steady job as live-in apprentice to a dealer in dried sardines.
Or so he said, later in life, although a more widely accepted version
stated that his employer was 2 money-changer. Possibly neither is true,
for “the man from nowhere,” as he has been called, invented many
details of his past, perhaps to conceal a lowly origin or other matters he
preferred to have forgotten.

Whatever his adventures may have been, he was a conscientious
worker. Upon completing his apprenticeship he was recommended by
his master for the position of footman at the mansion of Oguri Tada-
taka, a lordly retainer of the shogun. In this humble position Kimura
was frequently in the company of Oguri’s heir, Tadamasa,* and the two
formed an affectionate and enduring relationship.

A confectioner named Minogawa Rihachi, owner of a shop called
Kinokuniya, was impressed by the personality and cleverness of the
young footman and offered him his daughter in marriage. Kimura ac-
cepted and thus became the yoshi, or adopted son-in-law and heir, of
Minogawa. It was a step downward socially from the Oguri mansion to
the confectioner’s shop, but the move earned him the respectable name
Minogawa no Rihachi, the first of several appellations he was to take
during his climb from obscurity. Just as the Mitsuis were called Echi-
goya, a cognomen derived from the name of their shop in Edo, so were
Rihachi and his adoptive family commonly called Kinokuniya. His job
was to peddle the confections made by the family and, as he called on
customers, carrying his baskets of sweets and the steelyard for weigh-
* As Lord of Bungo, Tadamasa visited the United States in 1860, a member

of Japan’s first diplomatic mission to the West. He also held the title of Lord
of Kozuke and was commonly known as Kozukenosuke in his later years.
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ing them out, he learned the rudiments of business and cultivated
friendships with tradesmen. Within ten years he had accumulated
enough capital and experience to go into business for himself.

In the early 1850s, at the time when Perry was organizing his first ex-
pedition to Japan, Rihachi, then thirty-two years old, bought an in-
terest in a tiny money-exchange shop. Later in the decade he attracted
the attention of Mitsui’s managers by his shrewdness during the time of
confusion and anxiety in the money market, as the bakufu manipulated
the coinage to cope with the gold drain the foreigners were causing at
Yokohama.

Rihachi suddenly showed an unaccountable interest in buying a cer-
tain type of koban (an elongated gold coin) minted in the Tempo era, a
dozen years previously. When he ran out of cash he pawned his hoard
to borrow funds with which he bought more Tempo koban, repeating
the process as often as his capital permitted. Within a short time the
bakufu, having secretly debased the cutrency, announced a change in
rates that nearly tripled the value of Rihachi’s coins.

Rihachi then got an introduction to the Mitsui ryogaeya, which,
despite having the best private intelligence system in Japan, remained
ignorant of the impending value change until the day it was declared.
When Rihachi came in with his heavy bags of gold, a ripple of astonish-
ment spread among the members of the ryogaeya. In a very short time
his coup became known to obanto Saito Junzo, the most influential
employee of the Mitsuis’ Edo shop.

From then on Rihachi was a familiar figure around the Mitsui ryo-
gaeya and was given the nickname Kinori (made from the initial
sounds of Kinokuniya no Rihachi). It didn’t take Saito very long to
learn that Kinori was acquainted with Oguri Tadamasa, who, having
succeeded his father as Lord of Bungo, was now an important official
in the bakufu’s accounting department. It was probably during one of
Kinoti’s frequent visits to Oguri’s home in the Kanda district of Edo,
near Kinokuniya, that he had picked up the tip about the imminent
revaluation of the koban.

Rihachi-Kinoti’s relationship with the Mitsuis during the next few
years is obscure. They had no reason to trust him, because undoubtedly
he was an informant for Oguri. However, their operations were predi-
cated upon exploiting talent, gleaning advance information, and curry-
ing favor in high places. So they patronized Kinori, perhaps in the hope
that he might render them a significant service some day. In this they
were not mistaken, although they had to wait several years before the
opportunity arrived.

While upstart Rihachi prospered in mysterious ways, the fortunes of
long-established chonin continued to sag under the increasing weight
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of forced loans. The heaviest of those burdens fell upon the Mitsuis. At
the same time, the foundations of the house were being eaten away by
the termites of mismanagement. The weakest point in the structure was
the Yokohama gofukuten, whose anomalous fiscal operations, insti-
tuted by Saito in 1859, have been described. Not only were the shop’s
dry-goods clerks playing fast and loose with public funds, but the ex-
ecutives too were speculating in silver and had overextended their loans
to silk merchants.

Silk was the main export commodity, as the demand for both raw
fiber and silkworm eggs boomed after a silkworm blight that swept
through Europe in the early 1860s. The Japanese silk merchants were
good risks because their guild had been granted a monopoly by the
bakufu. But taking advantage of the general confusion, some silk-
producing han began selling directly to foreign merchants, an arrange-
ment that was advantageous to both parties. The bakufu, seeing its
tevenue threatened, imposed stricter controls, banned the export of
silkworm eggs, and taxed the raw-silk traffic so heavily that producers
could no longer make a profit. As a result the native silk merchants were
unable to repay their debts to Echigoya.

Since the money being loaned by Echigoya at Yokohama came from
customs revenues, it had to be remitted to the shogunate’s treasury at
regular intervals. Because of misfeasance and bad luck the shop found
its shortages mounting. Officials of the bakufu treasury, aware of the
unsavory situation, seem to have been using it as grounds for black-
mail. When Echigoya pleaded for a reduction in the forced loans being
levied upon the chonin, treasury officials hinted that unless Mitsui
complied the government would demand immediate repayment of all
public funds of, if necessary, would confiscate the House’s assets.

Omotokata’s long neglect of this dangerous condition defies under-
standing, unless it is assumed that Hachiroemon Kofuku was too pre-
occupied with the turmoil in Kyoto to supervise the operations in Edo
and Yokohama. Or had he and the other Mitsui family heads composing
Omotokata become too effete to cope with it? Whatever the reason,
they had allowed their reserves, carefully accumulated during the cen-
turies, to dwindle to perilously low levels.

A principal cause of the bakufu’s plight, and hence that of the chonin,
was the intransigence of the Choshu han, which had caused the Mitsuis
such grievous losses in the Kyoto conflagration. Now at last, exhausted
by three successive defeats, Choshu was easily subdued by the bakufu’s
forces. Yet the victotious commander, Saigo Takamori of Satsuma, was
himself an ardent nationalist. In his sympathy with the loyalist cause he
laid down such mild surrender terms that Choshu recovered strength
rapidly. After some elaborate maneuverings by which Yoshida Shoin’s
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disciples gained leadership in the civil affairs of the han, the formidable
shotai units were again being trained for a comeback.

One of the most powerful men in the bakufu’s government was
Oguri Tadamasa, who, having used the knowledge gained in Philadel-
phia to improve Japan’s coinage system, was promoted to the position
of foreign affairs commissioner. Profoundly loyal to the shogun, he had
been dissatisfied when Choshu was chastised so lightly after having
occasioned so much distress, and he had been outraged when the han
refused to accept even the mild punishment imposed upon it by Saigo.
Moreover, it was no longer a secret that the new British Minister, Sir
Harry Parkes, had been cultivating the friendship of Satsuma and
Choshu, who were receiving contraband military equipment of ad-
vanced design from English merchants. If neglected, this smuggling
could make the two han invincible.

Oguri, who was also commissioner of the army and navy, decided
that no time should be lost in dealing Choshu a blow from which it
would never recover. The French Minister concurted. Having im-
proved relations with the shogunate, France had promised financial
assistance and even military support against the rebellious han if they
were wanted. With French help the army was being modernized, a
strong fleet was being built, and a naval dockyard and foundry had been
established at Yokosuka. To bring other recalcitrant daimyo back into
line, the shogunate attempted to reimpose the sankin-kotai system;
and as an assertion of the bakufu’s authority, the shogun himself went
to Osaka at the head of a large army and established his headquarters
there.

In anticipation of his departure there was a flurry of business at
Mitsui’s Echigoya, followed by a dead calm as the bakufu’s activity
shifted to the Osaka region. Western diplomats were pressing relent-
lessly for both the opening of the port at Hyogo (now called Kobe)
and the right of residence in nearby Osaka. In fact, they had offered to
cancel the indemnity demanded from Choshu if those concessions were
made. But the bakufu, fearing reprisals from han opposed to the open-
ing, strained every resource and paid the first installment of 500,000
dollars at a time when preparations for the punitive expedition against
Choshu were depleting the government’s revenue.

Early in 1864 the Mitsuis had been squeezed for more than a million
ryo. Later that spring they had to hand over more than 40,000 pounds
of silver, worth 150,000 ryo. From the end of 1863 to the middle of
1866 the House was forced to “lend” the bakufu at least 3.5 million
ryo. Reeling from these successive raids, Omotokata called for an emer-
gency accounting, which revealed an appalling situation. At Yokohama
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Echigoya’s public-funds account showed shortages of 110,000 ryo and
of 10,000 dollars in foreign silver. But forced loans to the bakufu had so
depleted the central reserves that even this relatively modest sum could
not be advanced by Omotokata, and the other shops could offer little
assistance.

As a last recourse, Hachitoemon Kofuku insttucted the Osaka
gofukuten to borrow as much as possible from former clerks who had
established businesses of their own. It was the common practice then,
as it still is, to reward an employee for long and faithful service with
the privilege and even the means of setting himself up independently
in business. Naturally such assistance incurred a lasting obligation of
gratitude to the original house. By an appeal to conscience, Omotokata
gleaned 50,000 ryo, to be held as an emergency fund to stave off the
bakufu momentarily in case it should demand immediate settlement of
accounts. But the once-mighty House of Mitsui was close to ruin, for
the collapse of the Edo Echigoya would undoubtedly bring down all of
the affiliated shops and Omotokata as well.

Such was Mitsui’s situation when in mid-August the shogun’s long-
awaited punitive expedition reached Choshu and launched its offensive.
The enormous expense of the campaign was laid upon the backs of the
merchants, of course, and the commissioner of finance—the versatile
Oguri wearing yet another of his official hats—informed the Osaka
exchange shop that the Mitsuis were expected to provide a loan of
500,000 ryo. This was ten times the amount held in their emergency
reserve, and would mean their liquidation unless some way could be
found to evade it. One possibility was to make a direct appeal to the
bakufu for a remission of the levy. But this would have required Echi-
goya to disclose its irregularities at Yokohama, a course that might
have been worse than bankruptcy.

Omotokata had a number of very sound excuses for a delay and
used them successfully. While the matter was still under deliberation,
Oguri hit upon a plan for mitigating the financial panic brought on by
the Choshu campaign. His solution was to lend Edo’s merchants the
revenues from the customs office at Yokohama, accepting their in-
ventories as collateral. The Mitsuis (who had made such a mess of
government business in the foreign settlement) were ordered to handle
the disbursements. This assignment terrified Omotokata. Already close
to insolvency from too much government business, the House wanted
no further entanglement with the unpredictable bakufu.

It is true that they had prospered from their government commissions
in good times, but now, in bad times, the hazards were too great. Of
the junin-gumi, the ten fiscal agents appointed in the 1690s, all but a
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few had gone bankrupt. Bankers who survived the bad times—and of
those Mitsui, Ono, Shimada, and Konoike were the most conspicu-
ous—had become so cautious about loans and credits that lesser met-
chants were starved for operating funds. Therefore the fulfillment of
Oguri’s plan to advance loans against merchandise was imperative if
the total collapse of Edo’s economy was to be prevented. Furthermore,
the Mitsuis’ peculiar situation made it suicidal for them to antagonize
Oguti by refusing to cooperate.

Only a miracle could extricate them from the tightening jaws of the
trap in which they were caught, and it was obanto Saito Junzo of
Echigoya who achieved it when he enlisted the services of “Kinori-
san.” Doing so took no great imagination, since Kinokuniya Rihachi
was a regular client of the Edo exchange shop and personally acquainted
with its director, Mitsui Jiroemon Takaakira, whom he sometimes ac-
companied on jaunts to the countryside or to house patties at the estates
of minor daimyo.

It was not in keeping with Mitsui’s dignity to ask favors of an up-
start like Rihachi. But his influence with the commissioner of finance
meant much more than dignity, so Saito swallowed his pride and paid a
visit to Rihachi. The details of their conversation are unrecorded, but
there is little doubt that he sought Rihachi’s advice, as well as his intet-
vention with Oguri. According to one story, Rihachi was deeply
touched by the plight of his colleagues and by Saito’s trust in him. It is
probable, however, that the ambitious banker set a very high price upon
his services, for what he got from them was far beyond any offer the
Mitsuis had ever dreamed of making.

Until then Rihachi had been a stranger to most of the family, so it was
decided in Edo that he be taken to Kyoto by two high-ranking banto to
present his plan, or at least the part of it that could be discussed. In the
presence of Hachiroemon Kofuku and five other family heads, Rihachi
modestly explained his precedent-shattering scheme. In order to pre-
vent a repetition of past errors, he maintained, the exchange business,
and private lending as well, should be separated from the Echigoya
gofukuten. Furthermore, all government commissions should be
handled by a separate goyodokoro, ot official business establishment,
placed directly under the supetvision of Omotokata. In other words,
the monolithic house was to be divided, so that if a failure occurred in
one line of business, as seemed more than possible, the other branches
need not be dragged down with it.

Rihachi made a favorable imptession, and the merit of his idea was
generally recognized. But the condition proposed by Saito through his
envoys—that Rihachi be appointed manager of the goyodokoro—
seemed impossible to accept. A Japanese business house rarely em-
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ployed “outsiders™ for such important jobs, which were entrusted only
to men who had entered the firm in youth and worked their way up the
ladder under the scrutiny of their elders. This tradition is so deeply
ingrained that it persists today.

Yet none of the Mitsuis wanted to handle the risky government
business at such a time, and who but Rihachi would be both able
enough and acceptable to the commissioner of finance? Then, too, they
must have thought, this new man might somehow work upon Oguti’s
sympathies to reduce the amounts of the loans he had levied.

The decision rested with Hachiroemon, who had been meditating
upon the House’s vicissitudes and probably had refreshed his memory
concerning its constitution. According to one article of that respected
document, the essential role of a manager was to guard the business of
the House, give appropriate advice if the master erred, and cotrect
blunders alteady made. But his obanto had become careless, given un-
sound advice, and compounded their masters’ errors. Perhaps this bold
Rihachi, who had improved his fortune while all about him others were
losing theirs, would be able to set matters aright.

Hachiroemon realized, too, that he had been remiss in observing the
article which instructed the masters to keep an eye upon talented young-
er men, “without any oversights,” and to train the most promising of
them as managers. Because of his carelessness the House had no obanto
of sufficient mettle to save it now in time of trial. Could Rihachi prevent
the ultimate disaster? It was the obvious intention of the founder that
younger men of talent be drawn from the regular staff, but the employ-
ment of an outsider, even one in middle age, was not definitely pro-
hibited. After considering the unknown perils that still lay ahead,
Hachiroemon decided that Rihachi was indispensable and appointed
him, at the age of forty-five, as manager of the proposed goyodokoto.

The minutes of the Omotokata meeting at which this decision was
made are prosaic enough. Dated November 2, 1866, the entry states
that two banto of the Edo exchange house “accompanied 2 man named
Minogawa Rihachi, who was appointed in charge of this matter,” after
having been duly evaluated. But a letter dispatched to Edo by special
messenger indicates that the conference touched upon some points too
delicate to be put into writing. Announcing the departure of Rihachi
and his companions from Kyoto, the writer confided: “It will take
twelve days on the Tokaido. If they atrive [in Edo] safely, they will tell
you the secret details of the matters we have discussed, so please be
alert.”?

Through this chain of circumstances Kinokuniya Minogawa Rihachi,
born Kimura, and also known as Minogawa Kinori, won his unprece-
dented appointment, as well as a permanent name. For his exalted posi-
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tion among merchants and his association with the men in power, the
“man from nowhere” needed a new name that would conceal his
plebeian past. Perhaps as an encouragement to loyalty, he was permitted
to take 7, the first character of Mitsui. To that he added #o from Mino-
gawa (the name of his adoptive father), and m#ra from Kimura (the
name of his real father). And he changed his given name to Rizaemon,
which he felt was more dignified than Rihachi. So equipped, and with
the prayerful backing of his new employers, Minomura Rizaemon
proceeded to shore up the decrepit House of Mitsui against the rising
typhoon of the bakumatsu.



8 . Picking
the Winner

OFTEN, AFTER A WAR, those who failed to support the winning side
openly claim to have done so secretly and spare no pains to prove that
they had preferred the victors even before the war began. In the wake of
the Meiji tevolution Japan’s leading merchants and their claques made a
case that, although their houses had been formally allied with the
shogunate and favored by it, their true sympathies of course had always
been with the imperial court.

The Mitsuis’ protestations of ptior loyalty to the emperor were pet-
haps the most convincing. Since the days of Hachirobei they had been
Kyoto people at heart, registering the births of their children and
burying their dead there. They contributed regulatly and in seemly
amounts to the festivals for which the capital was famous. They fi-
nanced the imperial court’s modest projects for construction and im-
provement whenever the bakufu’s dole was inadequate; and when the
great Imperial Palace burned in 1855 they supplied a large patt of the
funds for rebuilding it. They also made much of the fact that they had
been patrons of Motoori Norinaga, greatest of the national scholars.
“Motoori and his followers breathed into large numbers of their
countrymen the spirit of devotion to the Imperial Family and the
exaltation of the Japanese genius,”? as E. H. Norman wrote, and are
given much of the credit for the eventual overthrow of the shogunate
and the abolition of feudalism. _

Of more immediate significance were the cash contributions the
Mitsuis and other chonin made to the emperot’s cause. Most histotians
agree that those were voluntary, but a noted Japanese economic scholar,
Honjo Eijiro, while admitting that the wars of the restoration were
fought and won with funds supplied by the chonin, insisted that they
were obtained by coercion.2 There is evidence to support both opinions,
but common sense leads to the conclusion that the chonin (like their
counterparts in Europe, the Fuggers and Rothschilds, and like the
Rockefellers and Morgans in the United States) made a practice of
establishing themselves in the favor of more than one contender for
Powet. The record shows clearly that the Mitsuis, whatever their senti-
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ments may have been, kept their main stake upon the bakufu’s number
until the very end of the Tokugawa regime, although they were
hedging with substantial side bets laid upon the opposition.

Unfortunately for the facts of Japanese history, the prudence of the
people involved and the high incidence of natural disasters in Japan
have removed all but a few traces of the Mitsuis’ collaboration in the
intrigues attending the collapse of the bakufu. Records were kept; and
some of them must have been dangerously revealing, because a number
of those relating to the gestation and birth of Japan’s capitalist economy
were sectetly entrusted by the Mitsuis to Minomura Rizaemon. They
remained under seal, presumably unread, in the Minomura family’s
storehouse in Tokyo until 1923, when it was destroyed by the Kanto
earthquake.

It is probable that no man outside the government knew more about
the clandestine transactions during the bakumatsu and the Meiji up-
heaval than did Minomura. As the brain behind Japan’s most influential
ptivate enterprise and the commander of its resources, he extended his
investigations into the highest circles of both the court and the shogun-
ate and was also privy to the machinations of those who, in truth,
managed to usurp the power of both. Undoubtedly the documents in
his possession would have helped to interpret the reasons for some of
the almost incredible events that took place in those crucial years. But
because the exposure of certain state or private secrets would have un-
raveled the fabric of the carefully woven Meiji mythology and incurred
the wrath of the personages whose power and wealth were supported
by it, the evidence had to be suppressed.

In partial compensation for that loss, the Mitsuis’ passion for com-
piling business information, and their orderliness and exactitude in
recording it, have left a voluminous collection of ledgers, letters, in-
structions, agreements, and chronicles that miraculously have escaped
both natural and man-made disasters. From these sources it is known
that the Mitsuis had established business relations of long standing with
the antishogunate Satsuma and Choshu han and were acquainted with a
number of their agents or stewards. In 1866, for example, two promi-
nent Satsuma loyalists—Saigo Takamori and Komatsu Takewaki—
called at the Mitsui’s main shop in Kyoto. As a pretext they asked to ex-
amine a rare piece of Chinese calligraphy known to be in Hachiroemon’s
possession. Saburosuke’s chief clerk, recalling the incident, wrote that
the two samurai were extremely polite to Hachiroemon, as if talking
with their master. Thereafter relations between Mitsui and the Satsuma
loyalists deepened. Other names appearing in the Mitsui’s visitors
books of those yeats, without comment as to the nature of their busi-
ness, were those of Goto Shojito, a retainer of the Kochi han and later a
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cabinet minister; Mutsu Munemitsu, 2 samurai of the Kii han who was
to serve with distinction as foreign minister; that redoubtable pair,
Inoue Kaoru and Ito Hirobumi of Choshu; and court noble Prince
Iwakura Tomomi. All these men performed indispensable services in
overthrowing the bakufu, and their visits to the Mitsuis became mote
frequent as the crisis approached.

Of greatest importance was Iwakura, the ringleader of loyalist plot-
ters in Kyoto. Having served the emperor as a page, he had risen to in-
fluence in court circles. Then, for his role in arranging the marriage of
the emperor’s sister to the shogun, he had incurred the wrath of the
radicals at court. Accused of being a bakufu sycophant, he had been
otrdered into seclusion for five yeats. Like most of the kuge, he had 2
very small income. To supplement it, he turned his residence into a
gambling den, taking advantage of the fact that the kuge were not sub-
ject to search by the bakufu. This sideline brought him into contact with
wandering gamblers, many of whom were loyalist ronin, who may have
converted him to radicalism. At any event, he became an eager con-
spiratot, and with such a clientele he was able to conduct espionage and
possibly guetrilla-type operations all over Japan.

The banished prince still had lines of communication extending into
the imperial court—indeed, into the emperor’s bedchamber—for
working closely with him was the kuge Nakayama Tadayasu, whose
daughter Yoshiko was his majesty’s favorite concubine and the mother
of his son Mutsuhito. Iwakura was linked most strongly with the han of
Choshu, but he also maintained close contact with Satsuma through
Okubo Toshimichi, who, with his boyhood friend Saigo Takamori,
was rapidly gaining control over that han’s affairs. It was recognized
that those two han had enough power to overthrow the bakufu if only
they would work together. Unfortunately, Choshu’s radicals hated their
Satsuma rivals, and the feud seemed irreconcilable. Iwakura, helped by
ronin friendly to both sides (and independently by the British diplomats
and merchants), worked tirelessly to effect a reconciliation. In 1866 the
two contending han reached an agreement—the so-called Sat-Cho
alliance—that meant doom for the Tokugawas.

This alliance was concluded by Okubo, Saigo, Komatsu, and Kido
Koin. These men, with their Satsuma-Choshu comrades and a few
others from the han of Aki, Tosa, and Hizen, were the ones who
organized and executed the coup that overthrew the shogunate, and
who monopolized the top positions in the new government for several
decades afterward. Whatever the significance of the fact may be, neatly
all of them are known to have been in consultation with the Mitsuis or
their banto during the three years preceding the Meiji revolution, which
is misleadingly called a “restoration.”
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It was the policy of the Mitsuis not to skimp when the stakes were
high. Having appraised these patriots and their chances of success, the
House treated them generously. One chronicler, writing in the 1930s,
stated: “When we look at swordplay on the stage and screen, we often
forget where the money came from. But even loyalists of the Meiji
Restoration could not live without eating, so expenses for their liveli-
hoods alone must have been great. Besides, expenses for their punishing
the bakufu and paying geisha . . . were enormous. Of course Satsuma
and Choshu had funds, but wealthy merchants, including the Mitsuis
were behind them.”s

Minomura’s relationships with those dissident samurai and nobles
before he joined Mitsui are not clear, but it is significant that their con-
nection with the house became conspicuous in the year he was ap-
pointed obanto. One of his descendants said that Minomura was quite
close to those statesmen-to-be and that when they visited Mitsui he
was the one with whom they usually conferred. To preserve secrecy,
Minomura would take his visitors for a walk in the garden, where they
could converse without fear of eavesdroppets, for spies lurked every-
where and most of the matters being discussed would have been ex-
tremely compromising.

Minomura’s connections with the loyalist samurai and nobles kept
the Mitsuis well informed about their activities and plans. At the same
time Minomura himself was a valuable soutce of information about the
bakufu, inasmuch as his position as chief of Mitsui’s new office for
handling official funds brought him into frequent contact with Lord
Oguri in Edo.

Another source of useful intelligence was Mutsu Munemitsu, a re-
tainer of Lord Kii, who was 2 member of the Tokugawa family. While
completing his studies in Kyoto, Mutsu had been living as a shosei—a
combination houseboy and protégé—in the household of Mitsui
Saburosuke Takaaki, heir of Hachiroemon Kofuku. Mutsu also had an
entree at nearby Nijo Castle, the shogun’s headquarters in Kyoto.

Commanding as he did these and other important sources of intelli-
gence, Minomura may have been as well informed about the developing
situation as were the conspirators themselves; and he surely knew more
than the bakufu did, despite its elaborate espionage network. There is
nothing in all this to prove that Mitsui-gumi was an active party to the
loyalist conspiracy, but this is precisely the kind of information that
would have been most carefully concealed by the Mitsuis and their
friends, for obvious reasons. Furthermore, the rewards that Mitsui
ultimately received from the successful plotters were far out of propor-
tion to their recorded contributions. These facts and probabilities lead
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to speculation that the Mitsuis may have been more deeply involved in
the revolution than is commonly supposed.

The Mitsuis’ motives can be guessed from an appraisal of the situa-
tion in which they were caught. It will be recalled that Minomura’s
friend Oguri, minister of the armed forces, had risked everything upon
sending a second punitive expedition against Choshu. But the campaign
went badly from the start because the men of Choshu had been armed
with modern weapons and ships by the British and because Satsuma
(presumably the mainstay of the bakufu) was in secret alliance with
Choshu. In 1866 the bakufu’s forces, which had been sent to chastise
Choshu, were being defeated ignominiously on all fronts. The death of
Shogun Tokugawa lemochi in September gave the bakufu a pretext for
suspending hostilities without admitting defeat. But the shogunate’s
government was left in perilous condition, having to load the costs of
demobilizing the punitive expedition upon an already prostrate econ-
omy. (It was soon after lemochi’s death that Lord Oguri imposed
upon Mitsui the forced loan of 500,000 ryo, and designated the House
to administer the relief loans in Edo.)

Meanwhile, a shortage of food and consequent price incteases at-
tributed to speculation provoked riots in Edo. Led by priests, angry
mobs attacked money-changers and merchants of rice and sake. In
November, immediately after Minomura Rizaemon returned to Edo
from Kyoto with his new name and position, a terrible conflagration
razed the greater part of Yokohama, including the customs house from
which he was to draw funds for those relief loans to distressed mer-
chants. Less than three weeks later another fire gutted the Nihombashi
district in Edo, destroying so many structutres that, someone calculated,
if they had been placed side by side they would have extended more
than thirty miles.

The losses to Mitsui must have been severe. But the confusion
resulting from those events, compounded by a reorganization in the
bakufu accompanying the accession of a new shogun, gave the Mitsuis
a good excuse for further delay in paying the money demanded by Lord
Oguti. Then, early in 1867, while the populace was observing the New
Year holidays, the death of Emperor Komei again plunged the nation
into official mourning, during which time business was suspended.

The cause of Komei’s death is still 2 moot point among historians. A
most knowledgeable British diplomat, Sir Ernest Satow, recalled in his
memoirs, published in 1921: “Rumour attributed the decease to small-
pox, but several years later I was assured by a Japanese well acquainted
with what went on behind the scenes that he had been poisoned. He
was by conviction utterly opposed to any concessions to foreigners,
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and had therefore been removed out of the way by those who foresaw
that the coming downfall of the Bak#-f# would force the court into
direct relations with foreign powers.”* Another possible motive for
assassination lay in the fact that Emperor Komei was favorably dis-
posed toward the new shogun, Tokugawa Hitotsubashi Keiki, and
therefore would not approve the extreme antibakufu policy of the
loyalists.

Japanese historians today generally believe that the “smallpox”
responsible for the emperor’s untimely death at the age of thirty-seven
was actually a poison administered at the behest of Prince Iwakura *
The evidence to support this belief is scanty, but the motives that make
it probable are compelling: for example, the replacement of Komei by
the pliable fourteen-year-old Prince Mutsuhito, who could be domi-
nated by radicals opposed to the bakufu, enabled the Sat-Cho allies to
obtain the “imperial edicts” they needed for legitimizing their sub-
sequent coup d’état.

In any event, although no one would accuse the Mitsuis of having
taken a part in the regicide, the death of Emperor Komei marked the
turning point in their declining fortunes.

It might appear from all this that the Mitsuis were committed to the
imperial cause. Yet the fact remains that even while they were inten-
sifying their collusion with the loyalists they were also keeping in the
good graces of the bakufu. When the fifty-day petiod of moutning for
the dead emperor was over, Minomura paid a visit to his benefactor
Oguri and presented a letter of proxy from Hachiroemon Kofuku.
There is no record of his arguments for the bakufu’s leniency toward
his employers in the matter of that enforced loan of 500,000 ryo, but as
one of Mitsui’s clerks noted cryptically, “not a small amount of money
was spent on the project.” Regardless of pecuniary inducements, how-
ever, Oguri stood to gain more from a viable and grateful House of
Mitsui than from an embittered bankrupt one, especially since he
needed its help in a new financial maneuver. So he graciously reduced
the amount of the levy from half a million ryo to a mere 180,000 ryo,
payable in easy installments. He also led Minomura to understand that
no further loans would be demanded for the time being. No issue was
made, apparently, of the missing customs-house revenues at the Yoko-
hama office of Echigoya, and the name of Mitsui remained immaculate.

Correspondence pursuant to this transaction indicates that it was

* The Japan Biographical Encyclopedia, 1964—65 (pp. 2011-12) states that Prince
Iwakura “is said to have engineered the murder by poisoning of Emperor
Komei, whose antiforeign stand was the only great obstacle to the ultimate
opening of the country to foreign intercourse.”
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unorthodox, to say the least. A letter, addressed to “the Honorable
Commissioner” (presumably intended for Oguri’s underlings) and
endorsed by Minomura Rizaemon, warned: “We hereby acknowledge
the submission of the written authorization, which was duly forwarded
to [o]motokata-sama.

“However, we were sectetly ordered that if the above mentioned
matter of a pardon should leak out to the general public, those involved
with the use of the seal will be affected, so that each one of you should
keep it in mind never to let it be known outside; it should only be
known among us.”s

After this triumph Minomura enjoyed the full confidence of the
Mitsuis, and because he was usually at hand when important matters
were discussed people called him “Hachiroemon’s shadow.” By his
masterful organization and management, the goyodokoro—which he
eventually developed into Mitsui Bank—soon showed enough profit to
salvage other branches of the business. The worst of the storm had been
weathered, but the trickiest sailing lay ahead.

The new shogun’s progressive reforms, especially his modernization
of the bakufu’s military forces, dismayed the rebels. Prince Iwakura
wrote: “The actions of the present Shogun Keiki are resolute, coura-
geous and of great aspiration; he is a strong enemy not to be despised.”
And Kido Koin warned: “If the opportunity to restore court govern-
ment is now lost, and the lead is taken by the bakufu, then it will truly
be as if one were seeing the rebirth of Ieyasu.”” The British, who had
done so much to strengthen Keiki’s enemies, now reconsidered their
strategy. If the shogun proved able to meet their requests, there would
be no point in fomenting rebellion against him. Also they feared losing
ground to the French, who were endeavoring to make Keiki’s regime a
success.

Minomura Rizaemon, too, was fully aware of these possibilities. And
like the British minister, he had not become so deeply involved with
the loyalists that retreat was impossible. Furthermore, the Mitsuis were
more heavily obligated than ever to the bakufu and carefully avoided
any show of ingratitude. Rizaemon, objectively studying his intelligence
reports, saw that the shogunate was by no means to be counted out, and
he was prepared to greet a victory by either side.

Lotd Oguri did not hesitate to take advantage of the Mitsuis’ in-
debtedness to him. In great need of funds, he ended the centuries-old
ban on paper money and ordered the issue of notes convertible to gold,
for local circulation. But with public confidence in the bakufu at a low
ebb, he needed the good name of Mitsui to ensure acceptance of the
gold notes. Thus redemption of the bakufu’s first paper money was
guaranteed by Mitsui-gumi, which in effect served as a national bank
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for the Tokugawa regime while at the same time financing arrange-
ments for its overthrow. It was through such opportunism that the
House earned the nickname “double-dealing Mitsui,” applied for dec-
ades afterward whenever a Mitsui-controlled company was caught in
equivocal business dealings.

Despite the favorable impression he had made on the foreigners, the
new shogun was unable to establish his influence over the daimyo,
without whose troops he could not hope to remain in power. And after
the accession of Prince Mutsuhito to the imperial throne, with the style
and title of Emperor Meiji, the court radicals, under the guidance of
Iwakura, accelerated their machinations to seize control of the nation.

Only then did the Mitsuis show any overt sign of dissidence. In pre-
paring for the opening of Hyogo port, Lord Oguri organized the
Hyogo Shosha, Japan’s first joint-stock company after the European
pattern. Its function was to conduct foreign trade and to issue more
paper money to finance the port’s operations. Leading merchants were
invited to participate, and the most prominent, Mitsui Hachiroemon,
was appointed president of the company. Mitsui goyodokoro had no
alternative but to handle the currency issue, but upon Minomura’s
advice Hachiroemon declined the honor of heading the trading firm or
of investing in it. As a result, subscriptions by other merchants were so
paltry that the company was stillborn. Mitsui’s refusal to take the lead
was in perfect accord with the position of Prince Iwakura and his Sat-
Cho cohorts, who privately favored opening Osaka and Hyogo to
foreign trade but fought to prevent that from happening as long as the
bakufu remained in power.

Since the founding of their House it had been the standing policy of
the Mitsuis to show special respect to the lords of Kii, whose patronage
at one time had been of great value. For centuries they had observed
the custom of greeting ceremoniously the incumbent daimyo of Kii
whenever he visited Kyoto. But Lord Kii was a Tokugawa, and as the
Mitsuis veered toward an openly neutral position they abandoned the
ancient formality. When Hachiroemon Kofuku was accused of dis-
respect for doing so, he pleaded ill-health and begged Lord Kii’s for-
giveness, but with that unmistakable neglect of duty the alienation of
the House of Mitsui from the Tokugawas was declared, most subtly.

In the autumn of 1867 the richly variegated foliage in the gardens of
Nijo Castle brought no joy to the young shogun. He knew that despite
his earnest efforts he had failed, and it came as no surprise to him when,
late in Octobet, he was presented with a thoughtfully worded memorial.
Composed by some of the more moderate imperialists of the Tosa han,
it recommended that he resign his position for the sake of peace. “There
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is endless merit in a man’s knowing when to have done,” Carlyle had
written, and Keiki showed this merit to a creditable degree. In Novem-
ber he announced his decision to yield the reins of government to his
sovereign. Assuming responsibility for the unhappy situation which
had developed since the foreigners had entered the country, he said,
“. . . if authority is restored to the Emperor, and matters of high policy
are decided by His Majesty after national deliberations, then by unity of
thought and effort the country can hold its own with all the nations of
the world.”s

The change was not to be made in such a gentlemanly way, however.
The men about to take charge, although most of them were still in
their youth, were seasoned soldiers bearing the scars of battles and
skirmishes in which they had lost many of their comrades. They were
not content with a resignation that left the bakufu in charge of the na-
tion’s administration, even temporarily, and the Tokugawa family in
possession of vast domains from the wealth of which they could rebuild
their power. The Sat-Cho loyalists were determined to smash the Toku-
gawa’s bakufu system from top to bottom, and had made elaborate
plans to do just that. Their campaign to seize control was already under
way, and gaining irresistible momentum.

In July of 1867 the Sat-Cho leaders had met at Prince Iwakura’s
residence, signed a pact to carry out a coup d’état, and begun to train
their armed forces intensively for this purpose. Early in November,
when they learned of Keiki’s impending resignation, they sent Okubo
posthaste to Iwakura with a petition asking the emperort for authoriza-
tion to overthrow the bakufu. Through Prince Nakayama, the em-
peror’s grandfather and tutor, Iwakura received written orders to this
effect and passed them secretly to the Satsuma and Choshu leaders. By
the time Keiki announced his resignation as shogun, crack troops of
both clans were on their way to Kyoto, where units of several sympa-
thetic daimyo were stationed to “protect” the court. Thus already
there was in existence an “imperial army,” and serving it discreetly as
quartermaster was the House of Mitsui—which was still official purvey-
or and banker to the dying bakufu.

Since the bakufu still held the nation’s purse strings, as well as its
administrative offices, the court could do nothing with jts hypothetical
power. As the first anniversary of the late Emperor Komei’s death
approached, Prince Iwakura requested funds from Shogun Keiki, who
was still in residence at Nijo Castle in Kyoto, ostensibly for the purpose
of conducting appropriate memorial services. But all he could get from
the shogun’s treasurer, Lord Oguri, was a pittance of one thousand ryo,
so he hit upon another stratagem. On December 23, as the Choshu
forces were approaching Kyoto, he organized a “donation-accepting
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office,” or kinkoku suitosho. Its real purpose became apparent three days
later, when an imperial messenger came to the imposing new residence
of Mitsui Saburosuke, head of the exchange house in Kyoto, with a
notice that read: “As the shogunate returned the reins of government to
the emperor . . . the imperial court is taking over national administra-
tion. Since the shogunate has yet to hand over the state treasury, how-
ever, the imperial court is without savings, so a procurement office is
being set up. . . . There is every indication that fighting may break out
at any time between the imperial and shogunate forces, and a shortage
of money for general expenses and military funds is feared. Your or-
ganization has long been providing exchange service for the imperial
court. You are requested to take charge of the procurement office. You
must make every effort in the imperial cause.”®

This blunt demand, unsigned but presumably sent by Iwakura’s or-
der, made it necessary at last for the House of Mitsui to declare full and
open allegiance to one side or the other, and a family conference was
convened immediately. Since Minomura already had acquainted his
employers with the situation and declared his intention to part from
Lord Oguri once and for all, there was little need for discussion. The
time for dissimulation was over, and it was agreed that Mitsui would
back the imperial side exclusively.

Saburosuke was ready when a representative of the “imperial treas-
ury” (which did not exist) called at his mansion late that evening with a
summons to appear at the palace. He was wearing his formal kimono
embellished with the “four eyes” of the Sasaki crest, and as he stepped
into the palanquin provided for him he carried a heavy parcel wrapped,
as is the custom, in a heavy silk cloth. Escorted by lantern bearers and
swordsmen clad in armor, he was borne to the appointed place and was
received almost obsequiously by court officials. They offered him, as
head of the Kyoto Mitsui-gumi, the position of exchange agent for the
imperial government. They also requested him to take charge of the
organization for soliciting donations for the court. Showing the humil-
ity proper to his status as a chonin, Saburosuke accepted the appoint-
ments gracefully. Then he unwrapped the lacquered box he had
brought. It contained one thousand gold ryo—quite probably the first
private gift offered to the new imperial government.

Saburosuke’s assigned task was to solicit funds from Ono-gumi and
Shimada-gumi, who were still reluctant to provoke the bakufu by aid-
ing its enemies. Meanwhile the “donation-accepting office” had been
set up at one gate of the Imperial Palace, and other wealthy people were
contributing to it. Kumagaya Kyuemon, a merchant friend of Prince
Iwakura, gave one thousand ryo and one hundred and fifty pairs of
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futon, or padded sleeping quilts, for the soldiers then swarming into the

city. A temple in Nara sent one thousand bales of rice, and the powerful
Buddhist temple Nishi Hongan-ji in Kyoto donated three thousand ryo.
The general public also helped, supplying ten thousand pairs of straw
sandals, several thousand rice bowls, and quantities of foodstuffs, raw
cotton, and charcoal. These voluntary gifts amounted to neatly forty
thousand ryo in cash, in addition to contributions in kind; in contrast,
Ono and Shimada, merchants whose prestige was overshadowed only
by Mitsui’s, made a “poor mouth” and produced only one thousand ryo
between them. Their parsimony then was to become a cause for intense
regret later.

Since 1864 the Choshu army had been banished from Kyoto, and
obediently, it remained encamped outside the city. But on the second
day of 1868, by the old calendar, the government of the Choshu han was
pardoned by imperial decree, and Kido Koin led its troops triumphant-
ly into Kyoto on the following day. Meanwhile Iwakura summoned
several fence-straddling daimyo to a conference at which he revealed the
existence of the emperor’s orders to overthrow the bakufu, thereby
gaining their support. According to prearranged plan, the loyalist units
surrounded the palace as Saigo and Kido displayed their authorization
to relieve the shogun’s forces then on guard. Inside the palace Iwakura,
in the presence of the bewildered boy-emperor, proclaimed the “Im-
perial Restoration,” together with the decision that Hitotsubashi Keiki,
the fifteenth and the last of the Tokugawa shoguns, was to relinquish
all his positions and titles and that the Tokugawa family, except for
those few of its members who had sided with the loyalists, was to sut-
render its vast domains to the imperial court.

Incredibly, this decree was accepted by the shogun, who withdrew
from Nijo Castle with his disgruntled followets a few days later and
headed for Osaka. Nijo Castle was promptly occupied by troops of the
imperial government, now under the control of princes Iwakura and
Sanjo Sanetomi, a few hereditary retainers of the rebel clans, and a
dozen “country samurai” from Satsuma, Choshu, and neighboring
provinces.

This was very convenient for the newly appointed court bankers, the
Mitsuis, who established their headquarters at Saburosuke’s mansion
just across the moat from Nijo Castle. The fact that the Mitsuis and
their hired manager-general, Minomura, were personally acquainted
with most if not all of the “honorable men in power” was even more
gratifying.

There was one serious weakness in their position, however: with a
war of unknown dimensions looming, the honorable men in power
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needed enormous sums of money, immediately. And the Mitsuis, who
had been trying so hard for so long to be relieved of all official business,
now found themselves saddled with the obligation to refill the new
government’s nearly empty treasury.




9 . By Appointment
to the Emperor

ON THE FIRST DAY OF YEAR ONE of the Meiji era,* the Mitsui house-
holds, having suspended all business activities for the long New Year
holidays, gathered at their respective mansions for quiet celebration,
rest, and communion with the spirits of their ancestors. But the cus-
tomary silence of Kyoto was broken by the tread of marching feet, the
pounding of hooves, and the rumbling of wheels over cobblestones, as
the emperor’s soldiers rushed to defend Kyoto from approaching ene-
mies. The shogun, yielding to the protestations of his retainers and
loyal daimyo who were determined to fight for the wealth and power to
which they were accustomed, had mobilized an army at Osaka. His
forces, which outnumbered the emperot’s troops by five to one, were
marching on Kyoto, and a long siege was expected.

The imperial army lacked almost everything except zeal, but such was
the strength of custom that Yuri Kimimasa, Iwakura’s financial assistant
in charge of “accepting donations,” had locked his office and taken his
customary five-day New Year’s furlough. In consequence, the feasting
at Mitsui Saburosuke’s home was interrupted by the arrival of a mes-
senger from the court, who presented an urgent request for money.
The Mitsui men withdrew reluctantly to the countinghouse, where,
late into the night, the jingle of coins and the clicking of soroban could
be heard—perhaps punctuated by an occasional sigh as Saburosuke
watched the firm’s “cellar silver” depleted once again to protect a risky
investment. Before dawn of the second day a squad of soldiers com-
manded by a young artillery captain arrived with a handcart and hauled
the treasure—about two thousand ryo—to imperial army headquarters.

This, and presumably similar conttibutions from other merchants,
enabled the imperial troops—aided by superior otrganization and
tactics—to rout the bakufu’s army in the brief but decisive battle fought
at Toba and Fushimi, just south of Kyoto. Victory gave them a breath-
ing spell to consolidate their forces and enough prestige to command

* According to the lunar calendar, but late in January of 1868 by the Western
style of reckoning.
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support in western Japan while gathering strength for conqueting Edo
and the north. But the war was just beginning, and the need for money
was crucial. To rely upon public generosity at that juncture would have
been fatuous, and the “donation-accepting office” regressed to the
bakufu’s favorite expedient of extracting forced loans. Announcing
this detested policy as tactfully as possibly, Yuri Kimimasa ordered the
following proclamation to be posted:

“Concerning the Restoration, various preparations have been made
but financial difficulties remain. In case of necessity, the government
will conduct an investigation, so everyone is requested to keep money
on hand. Therefore, you are advised to refrain from transferring large
sums of cash.

January, 1868, The Imperial Donation-Accepting Office”!

This was actually the declaration of a moratorium on financial trans-
actions, intended to freeze the funds of merchants so they could be com-
mandeered by the emperot’s government. It was aimed directly at the
Mitsuis, who were most active in the money-order business. For if
Mitsui-gumi were to cash all notes presented for payment it would be
short of funds needed for the financial operations of the imperial court.
The Mitsuis had the unhappy task of trying to convince other cynical
merchants that the new forced loans, unlike those of the bakufu, would
be paid back sometime, somehow. Whether or not anyone believed
them, they managed to collect more than four hundred thousand ryo,
enough to meet emergency needs. In appreciation, the accounting
magistrate treated Mitsui Saburosuke to a repast at which mutual loy-
alty was pledged in sake. Grateful at having survived yet another fi-
nancial ordeal and having saved face once again, the Mitsuis, together
with the Shimadas and the Onos, donated an additional ten thousand
tyo on the following day.

But the moratorium was only a stopgap measure. Immediately after
the Battle of Toba and Fushimi, Prince Iwakura called a business
meeting attended by Okubo, Yuri Kimimasa, and other ministers to
establish a real treasury. Most of them, unaccustomed to handling mon-
ey, were thinking in very small terms. But Yuri, who had been en-
trusted with managing the new government’s finances, entertained
grander ideas. He reasoned that since there were three million house-
holds in Japan the nation should be able to raise three million ryo with-
out difficulty. This hypothesis being agreed upon, they worked out a
plan to extract that sum—not from the people as a whole but from
wealthy merchants. After thinking about the criteria of wealth, they
decided: “In foreign countries, those who possess two steamships and
fifty boats are considered merchants of ordinary scale.”?
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To reassure the chonin, they promised: “In the Meiji Restoration,
those houses who remain loyal will surely prosper.” But since disloy-
alty would be a national disgrace, the names of the leading mercantile
houses were to be placed upon the rolls of possible donors, just as a
precaution. Three books listing the rich chonin of Kyoto, Omi, and
Osaka were prepared by Mitsui, serving as the government’s informant.
On this basis Yuri summoned one hundred merchants who wete con-
sidered best able to contribute and apprised them of their duty.

Mitsui-gumi was offered the privilege of collecting the money from
the other houses but was not very confident of success. After some
preliminary inquiries Saburosuke submitted the following letter to the
imperial court:

“Be it known, with due reverence:

“We hereby accept your honotable order. We shall do our best,
although three million ryo is a great sum. As ordered, we shall try to
collect from both the upper and lower categories. But among the fa-
mous Osaka merchants there are many whose shops are closed, or their
businesses suspended. So please consider this to avoid unpopularity.
Since we are officially appointed money-changers, we have often lent
money [to the court]. We shall try to persuade those who are not will-
ing.”s

There seems to be no authentic record of the results of this squeeze,
but according to one account it was oversubscribed in less than a year.
The creation of such a large national “loan” in the face of widespread
distrust of the new government was an impressive demonstration of
Mitsui’s influence. Although the claim has never been made, the name
of Mitsui seems to have been as potent a symbol in the financial world
as was that of the imperial house in the political realm. This may explain
why, time after time, tottering Mitsui enterprises were rescued from
collapse by the bakufu, as well as by its successor regime.

These high-handed maneuvers of the imperial government caused
much anguish and not infrequent ruin among the merchant class, but
for some chonin the benefits far outweighed the losses. For example,
eatly in 1868 the leading houses of Mitsui, Ono, and Shimada were
appointed to manage the collection and disbursement of tax revenues, 2
ptivilege that enabled them to extend their business activities and, no
less important, to use tax funds on hand for supporting current opera-
tions. Thus even when their own liquid capital declined to the van-
ishing point, they were able to recoup swiftly by deft manipulation of
public money.

To the people outside Kyoto the existence of an imperial government
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was no more than a rumor because it had not yet shown its face in the
provinces and the countryside. Hoping to project an image of power,
Iwakura organized a chimbu, ot pacification expedition, not to use force
against the people but just to let them know that the government had
the means of doing so whenever it might be necessary. Five thousand
troops marched off in splendid array from Kyoto, but ran out of funds
almost immediately. Iwakura could not requisition money or supplies
from the people along the route without losing face, so he appealed to
the Mitsuis. They supplied several thousand ryo, but took the precau-
tion of assigning to the chimbu two accountants as quartermastets. As
the expedition moved eastward by fits and starts those unhappy banto
spent most of their time traveling back to Kyoto with empty strong-
boxes and rejoining the hungry troops with full ones.

Zigzagging through central Honshu, the chimbu crossed the moun-
tains and approached Edo, the stronghold of pro-Tokugawa sentiment,
where Iwakura hoped to make the greatest impression. Encamped on
the Musashi plains, his men were only a day’s march from Edo, ready to
occupy it when the circumstances permitted. But again, to his discom-
fiture, supplies ran short, and the imperial troops could not very well
have entered the city as beggars. Lacking any alternative, he issued an
order to the Mitsui clerks for a thousand bales of polished rice to be
stored in Edo in readiness for the arrival of his chimbu. The money for
purchasing it was of course to be advanced by Mitsui-gumi. When the
clerks accepted this order without hesitation he was so delighted that he
summoned them into his presence and commended them personally for
their spirit.

It was not an easy assignment to purchase food for five thousand
enemy troops in the very shadow of the bakufu’s citadel, but Mitsui-
gumi managed to do it and stored the rice in one of the firm’s ware-
houses at Fukagawa along the Sumida River. When they reported back
to chimbu headquarters, Iwakura showed his gratitude by inviting the
House of Mitsui to provide an additional one hundred thousand ryo for
the campaign, which was approaching a climax as the main body of im-
perial troops approached from the direction of Kyoto.

Iwakura’s request put the Mitsuis in a tight spot. The situation in
Edo was becoming chaotic and the exchange business was paralyzed.
Unable to borrow from established ryogaeya, the Mitsuis sent out
clerks to borrow cash from small shopkeepers, and amassed 35,000 ryo,
all in silver ichibu pieces worth a bit more than a shilling each. If raising
this much money on short notice was difficult, delivering it to Iwakura’s
headquarters was even more so. Edo was sutrounded by the bakufu’s
troops in defensive positions and ambushes, and wayfarers were being
harassed by irregulars and marauders. Any cargo not confiscated by
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the bakufu would probably have fallen prey to robbers. Mitsui’s re-
sourceful clerks were not to be thwarted so easily, however. On the
Sumida River, especially where it passed between Mukojima and
Yoshiwara’s brothel quarters, there were many pleasure craft for rent.
Those small, roofed boats, some fitted with sliding screens for the sake
of privacy, were used in fine weather for outings, bathing parties, or
discreet dalliance, often with geisha or courtesans. But in the month of
March there was little demand for them, and one of the boatmen was
easily persuaded to take a party of respectably dressed merchants on 2
long cruise.

On the eve of departure Mitsui’s employees wrapped the bags of
silver in straw matting and hid them under the flooring of the boat.
Three clerks were aboard when the floating treasury, laden with ap-
proximately a ton and a half of silver, headed upstream in the morning.
But they didn’t look like clerks, and much less like conspirators. To the
casual observer they seemed to be carefree gentlemen on a holiday, and
when other boats came within hailing distance the ttio strengthened the
illusion by pouring saké for each other and singing tipsily. Neverthe-
less, the boat was stopped by a bakufu patrol, and the boatman was
asked why such a craft with only a few passengers rode so low in the
water. The amateur smugglers thought that their game was ended, and
one of them reported later that his “liver was chilled” with fear. But,
somehow, they talked their way out of the trap, and at last arrived
safely at their destination, near Iwakura’s headquarters, with their
precious cargo.*

Despite these financial difficulties, within two months after seizing
power the Sat-Cho group had organized a powerful army and the
bakufu’s position had become hopeless. But in Edo some diehards, in
defiance of the deposed shogun’s wishes, were determined to resist the
imperialists. Leading the irreconcilables were Lord Oguri, then minister
of the bakufu’s armed forces, and Enomoto Takeaki, commander of its
navy. Enomoto refused to surrender the fleet and withdrew it to
Hokkaido, continuing from there the war at sea. Oguri, equally obsti-
nate, gatheted remnants of the bakufu’s army and formed a three thou-
sand-man militia unit called the shogitai. By then the Mitsuis presumably
had severed their business connections with the bakufu. But in Japan
the acceptance of favors incurs a lifelong obligation, called giri, the
fulfillment of which is as binding as is duty to one’s ancestors. Mino-
mura’s sense of obligation toward his benefactor Oguti was particularly
strong. Thus, even after the formal surrender of Edo to the imperial
forces, Mitsui-gumi gave financial support to Oguri’s shogitai, although
their fortune was staked upon the victory of its enemies.

This support was unavailing, however. Entrenched upon Ueno hill
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(now included in Tokyo’s Ueno Park) the shogitai fought a memorable
but losing battle, in which most of Kan’ei temple, enshrining the
guardian deities of the Tokugawa dynasty, was consumed by fire.
Oguri, Lord of Bungo, would still not admit defeat. Escaping from
Edo with some of his men, he made his way northward to join other
holdouts, but was captured and beheaded.

This exceptional instance of drumhead justice was tragic and also un-
fair, for the no less intransigent Enomoto and other bakufu stalwarts
were pardoned and became prominent statesmen of the Meiji era. It was
also shortsighted, because Oguri alone knew the answers to many
questions that puzzled the bakufu’s successors. One mystery, still un-
solved, was the disappearance of the shogun’s rumored treasure, ac-
cumulated since the days of Tokugawa Ieyasu. It is generally believed
that Oguri had taken the precaution of hiding it in the mountains
during the bakumatsu period and hoped to use it for supporting a
countercoup in the name of the Tokugawas. Since his death talk about
the shogun’s hoard of gold coins, believed to be worth hundreds of
millions of dollars, has lured innumerable treasure hunters, who have
literally riddled the lower slopes of Mount Akagi, in Gumma Prefec-
ture, where Oguri was slain and where the gold is supposed to lie
buried.*

After Edo was pacified it was renamed Tokyo, meaning “eastern capi-
tal,” on December 3, 1868, and the shogun’s spacious castle was reno-
vated for occupancy by the young emperor and his court. In November
1868, when military operations in the northern provinces had been
completed, Emperor Meiji emerged from seclusion in Kyoto and made
the four-hundred-mile journey to his new capital. His grand procession
to Tokyo was actually a proclamation of the imperial government’s
legitimacy, and no expense was spared to make the triumph impressive.
His Majesty’s palanquin, borne by sixteen robust men, was escorted
along the Tokaido by one thousand nobles, lords, samurai, and foot
soldiers, all wearing their most splendid attire.

One of those said to have accompanied the emperor was his treasurer,
Mitsui Saburosuke Takaaki, son and heir of Hachiroemon Kofuku. The
privilege was costly, inasmuch as the house had been tapped for fifty
thousand ryo to defray expenses of the journey. But it was as bread cast
upon the waters, for the transfer of the court to Tokyo started a veri-

* Most persistent of the treasure hunters are members of the Mizuno family,
descended from hereditary retainers of the Tokugawas, who have been dig-
ging trenches and tunnels on Mount Akagi for three generations, according
to Tanaka Yoshihiro, writing in the Mainichi Daily News, January 3, 1973,
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table boom in the new capital. Although the sophisticated Edokko in
general were unenthusiastic about being governed by “country samu-
rai,” they wanted to look their best for the occasion and spent their
money freely at Tokyo’s stores, including Echigoya, on clothes, orna-
ments, and other extravagances for the welcoming on November 26.

The military campaign of the civil war and the emperor’s journey cost
the Mitsuis at least 250,000 ryo in addition to all the contributions they
had made before the Restoration. Yet the imperial treasury remained
empty, and the merchants, disillusioned by the new government’s
abuse of the old system of levying loans, were unresponsive to pleas
for more funds. Because their distrust was paralyzing the economy, the
government decided to issue paper money as 2 means of repaying funds
already borrowed and of priming the rusty pump of business. This
paper curtrency, called dajokansatsu, or finance-ministry notes, was made
by 2 woodblock printer who lived in one of the Mitsui compounds. The
reputable companies of Mitsui, Ono, and Shimada were delegated to
distribute the notes in accordance with a plan devised by Yuri Kimi-
masa: each of the three hundred lords of the country was allowed to
borrow one ryo for each koku of rice produced upon his land, without
interest if repaid within five years.

Those finance-ministry notes wetre not convertible, and their only
guarantee was the imperial chrysanthemum crest they bore. They were
accepted fairly well in the Kyoto area and in Osaka, where merchants
were accustomed to handling paper currency, but were spurned by
people in Tokyo and the north, who trusted only hard cash. When the
decision was made to move the imperial capital to Tokyo, it became
imperative to establish a sound monetary system there, and this could
not be done without the help of Tokyo’s merchants. Apparently it
was Minomura who saw the only way to win their cooperation. In a
letter to Kido, a leading member of the governing junta, Okubo wrote:
“We have discussed raising money and forced loans. Concerning the
proposition by Mitsui and others about circulating the money, Mitsui,
Kashima, etc. will soon study it among themselves. A Minomura Rizae-
mon, proxy of Mitsui, has guaranteed circulation of paper money, and
the like-minded merchants will do their best.”s

Minomura proposed that the government organize the rich chonin of
Tokyo and, by promising appropriate benefits, persuade them to undet-
take circulation of the unpopular dajokansatsu. Naturally, his employers
were to be at the center of the operation. Four leading merchants,
advised by Minomura, agreed that in order to inspire public confidence
in the paper money it should be distributed together with the familiar
gold and silver currency when it was put into circulation. As an incen-
tive, those merchants who handled the new money were to receive a
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commission for every note passed. Accordingly, an official bureau was
established with Mitsui Saburosuke and two of his assistants in charge.
Tokyo’s merchants were persuaded to accept this plan, and within
eighteen months forty-eight million ryo in paper money wetre put into
circulation. Such was the precarious beginning of Japan’s modern
currency system.

Nevertheless, the government lacked the coin and bullion needed
both for paying its debts abroad and especially for backing its dubious
currency at home. Consequently, several big merchants were sum-
moned to a meeting where they were given a shocking ultimatum:
they were to supply 860,000 ryo in gold or silver at once, in exchange
for paper. The largest quota fell to the Mitsuis, who were instructed to
provide a total of 300,000 ryo. They also were delegated to collect the
quotas from a dozen other merchants being held responsible for the
remainder of the sum. Minomura convinced the treasury that the
Mitsuis could not produce so much money on demand, but agreed to
advance fifty thousand ryo. How they did it is a mystery, but on the
appointed day they paid the fifty thousand ryo, together with ten thou-
sand more from Ono and Shimada, and some tens of thousands that
ostensibly were “donated” by the people of Tokyo but actually were
advanced by Mitsui without interest.

For this signal service to the government four Mitsui family heads—
Hachiroemon, Jiroemon, Gennosuke, and Saburosuke—were awarded
five hundred bales of rice each, appointed official accountants to the
government, and granted the samurais’ privilege of bearing two swords
—an honor that their ancestor Sokubei had forsworn happily two and a
half centuries earlier.

The Meiji leaders, most of whom were still in their eatly thirties, were
driven by the ambition to modernize Japan’s institutions so the nation
could become strong, remain independent, and command respect in the
world. Blandly ignoring the fact that not long ago they had been in the
vanguard of the movement to expel the barbarians, they exhorted their
countrymen to imitate those same barbarians as a patriotic duty. More
or less united in fealty to their juvenile god-monarch, they plunged
impatiently ahead with a host of reforms affecting every aspect of pub-
lic life.

Their most critical problems were economic. Japan’s people sub-
sisted mainly upon the products of agriculture, in which some eighty
percent of them were engaged. Since the income per person was only
about sixty-five dollars a year, the accumulation of capital even for
agricultural development was painfully slow. Industry was still almost
entirely in the handicraft stage, transportation was rudimentary, and
communications were primitive. Because the division of the countty
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into approximately three hundred semiautonomous han precluded the
effective application of any uniform program of development, feudalism
and everything it entailed had to be abolished. The daimyo of Choshu
was the first to return his fief to the emperor. Other daimyo whose
clansmen had been most active in the restoration agreed to do the same
and signed a2 memotial, composed by Kido, which stated in part: “The
place where we live is the Emperot’s land, and the food which we eat
is grown by the Emperor’s men. How can we make it our own? We
now reverently offer up the list of our possessions and men, with the
prayer that the Emperor will take good measures for rewarding those
to whom reward is due, and for taking from them to whom punishment
is due. . . . Let all the affairs of the empire great and small be referred to
him.”¢

This declaration, like many of those made in the name of the restora-
tion, seems to have been taken almost verbatim from works by the
Mitsuis’ old teacher Motooti, ot by the Choshu prophet Yoshida Shoin,
who in turn had based their thoughts and writings upon Japan’s earliest
classics. In this way reforms that otherwise might have been regarded
as extremely radical were given the aura of unimpeachable authority
and were accepted dutifully, if not with enthusiasm.

In 1869 all the daimyo offered their fiefs to the emperor. Within a pe-
riod of two years the prefectural system was established, replacing the
hundreds of han, and the feudal order crumbled, clearing the way for
the creation of new and centralized national institutions.

Most significant were the legal abolition of class distinctions and the
liberation of the people to follow occupations of their choice, travel
freely, marry as they wished, and buy or sell land. Many obstructions to
commerce and industry were removed. Japanese were encouraged to go
abroad for study, foreigners were invited to come to Japan and were
paid well to teach or practice their specialties, and the government took
an active role in importing foreign goods, apparatus, and manufac-
turing plants to familiarize the people with modern industry and its
products.

The burden of financing those innovations, together with the costs of
armaments, paying interest on foreign debts, and compensating about
400,000 jobless samurai, was almost unbearable. In 1868, the first year
of the Meiji era, the government spent twenty-five million yen, al-
though ordinary revenue was only 3.5 million yen. (The yen, at that
time approximately equivalent in value to the United States dollar,
replaced the old ryo denomination in that inaugural year.) Forced loans
and other borrowings from Japanese and foreign merchants amounted
to 5.4 million yen, leaving a deficit of about sixteen million, which
increased by another ten million in 1869. Partly in order to meet this
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emergency the government had started issuing those nonconvertible
banknotes that the Mitsuis helped to promote. But because their ex-
change value against specie quickly dropped by neatly one-half, the
financial situation remained very delicate indeed, and the economy was
floundering.

At the center of power in Japan was the so-called Sat-Cho oligarchy,
consisting of Okubo, Saigo, Matsukata Masayoshi, and Kuroda Kiyo-
taka from Satsuma, and Kido, Ito, Inoue Kaoru, Yamagata Aritomo,
and Katsura Taro from Choshu. These daring men, together with
Okuma Shigenobu of Hizen, Itagaki Taisuke of Tosa, and, later, the
nobleman from Kyoto, Saionji Kimmochi, dominated Japan’s succes-
sive governments from 1868 until after the Meiji era ended in 1912.

Most intimately associated with the Mitsuis was Inoue Kaoru, who
served the government under various titles as an all-around adminis-
trator. Inoue, like so many of the other new leaders, had taken his ap-
prenticeship as yonin, ot business manager, for his han in Choshu. It was
quite natural that the yonin should have close relations with the mer-
chants, and it has been said with some reason that basically the Meiji
Restoration was a consequence of the coalition between yonin and
chonin. It may be assumed that the Mitsuis’ house rule of cultivating
the “honorable men in power” first drew them to Inoue, just as they
had been drawn to Oguti, his recent predecessor in the bakufu. But in
this later time the attraction between Inoue and the Mitsuis was mutual,
because the financial situation which confronted Inoue was unimagin-
ably complex, and none but the big merchants and their banto could
understand how to deal with it. In addition to sustaining the rising flood
of its own depreciating banknotes, the government undertook to re-
deem the different kinds of scrip that had been issued by many of the
former han, all of which brought the amount of paper money in circula-
tion to almost one hundred million yen. Thus Inoue and his staff
recruited for the new Ministry of Finance practically wallowed in more
than sixteen hundred different kinds of paper notes, as well as in de-
based gold and silver coins from assorted petiods, and copper, brass,
and iron coins of the most diverse shapes, sizes, and provenance—not
to mention innumerable counterfeits in all categories.

The currency problem was ameliorated somewhat after Ito Hiro-
bumi, also serving as a vice-minister of finance, returned in 1871 from a
visit to the United States, where he had studied the American money
system. He persuaded his government to adopt the decimal system (the
yen being valued at one hundred sen) and supervised the establishment
of a modern mint in Osaka.

The Mitsuis were appointed agents for the mint, under Inoue’s
supervision, to exchange new coins or bullion for old money. For the
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purpose Mitsui-gumi set up official money-exchange offices called goyo
kawase-za in Yokohama, Kyoto, Osaka, Kobe (the new name for
Hyogo), and Hakodate. Such close collaboration between the treasury
and Mitsui-gumi brought complaints from rivals to the effect that the
Ministry of Finance was actually located in the Mitsui headquarters at
Surugacho. The barb was not unjustified for, in 1872, soon after the
mint opened, the Mitsuis were authorized to issue about ten million yen
worth of convertible notes, naturally at an attractive profit. Mitsui-
gumi’s goyo kawase-za further extended its activities to handle money
exchanging for about seventy-five local governments in the new pre-
fectures.

Such a friendly relationship between the government and the Mitsuis
was blamed on Inoue, who had extended his influence into every de-
partment of the central administration, although he was only a vice-
minister. His self-aggrandizement, financial as well as political, was
especially repugnant to Saigo Takamori of Satsuma, an idealist who
despised political chicanery and personal covetousness. When he was
invited to a party given by Inoue for Prince Iwakura and other states-
men, Saigo expressed his feelings with his usual bluntness. Pouring a
cup of sake, he offered it to his host, saying loudly: “This is for you,
Inoue, the banto of Mitsui.” Inoue seemed not to be offended, but the
remark alarmed others who sensed growing cleavages in the Sat-Cho
ranks.

Tensions were relieved somewhat by the departure of a mission to
the United States and to Europe with the double purpose of trying to
gain revisions of the unequal treaties that had been thrust upon Japan
by the Western powers in the 1850s and of observing Western society
in order to improve Japanese institutions. The mission, which departed
late in 1871, was headed by Prince Iwakura and included forty-six high
officials, among whom were Okubo, Ito, and Kido. Accompanying
them were more than fifty students of both sexes who intended to study
abroad. Among the students were Dan Takuma, a future obanto of
Mitsui, and his friend Kaneko Kentaro, who later helped Ito to write
the Meiji constitution, promulgated in 1889.

Most of those students were offspring of nobles or prominent
samurai families; the children of helpful merchants seem to have been
overlooked. Inoue, who had more than a casual interest in the future of
the Mitsuis, realized that if they were to keep pace with the times they
would have to broaden the experiences of their sons. Until then no
Mitsui had ever traveled abroad, so none had more than a secondhand
knowledge of modern methods of business and finance. In consultation
with Minomura, Inoue prevailed upon Omotokata to send five of the
Mitsui youths, ranging in age from seventeen to twenty-two yeats, to
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the United States for study and training. They sailed from Japan in
February 1872. At first they attended a preparatory school in New
Jersey, but then, instead of going on to college, they took their higher
education in the textile mills of Lowell, Massachusetts. One died in the
United States, but the others spent two years abroad and later served
their family’s House with distinction.

This wise move indicated Inoue’s concern over the fact that few of
the old-line merchants, including the Mitsuis, had shown enough
imagination or flexibility to become leaders in the changing economy.
While Mitsui-gumi, as usual, had aligned itself with the men in power
and secured the lion’s share of official business, it had made no adjust-
ment to the tremendous social changes that were occurring. The eco-
nomic upheaval had brought ruin to many merchants, who accordingly
were unable to repay their debts to Mitsui. The clothing and textile
business, upon which the prosperity of the house had long rested, had
gone to pieces. And. especially since the recent shift of the center of
political action from Kyoto to Tokyo, the old structure of Omotokata
had become obsolete. But the Mitsuis, as though mesmetized by their
venerable traditions, were unable to cope with these new developments
and the problems they created. Instead, they depended upon the genius
of Minomura for everything. In the six years since he had attained his
new name and position “the man from nowhere” had made his influ-
ence so pervasive that he seemed to have become the Mitsui’s master
rather than their servant.

In the early 1870s, at the insistence of Minomura, the Mitsuis’ textile
branches were separated from their money exchanges, and the authority
of the Tokyo office, in which he was the power, took precedence over
Omotokata. Control over holdings of specie, government funds, loans,
and securities was transferred to the exchange offices, and Omotokata
(in other words, the family heads) no longer was entrusted with direct
management of the business. Instead of continuing to enjoy their fixed
shares of Mitsui-gumi’s profits, the several branches of the concern
were put on a self-supporting basis and made responsible for their
respective losses. The three-year accounting period was reduced to six
months, and each branch office was entitled to keep twenty petrcent of
the profits it produced during that period. Bonuses were to be paid to
the company’s officers according to the quality of theit petrformance;
and members of the family were enjoined to “devote themselves to the
promotion of business without objection.” Clerks were given higher
salaries, but also they were to be held strictly responsible for shortages
in their accounts.

This downgrading of the families was resented, naturally, but even
mote outrageous was Minomura’s decision to uproot them from their
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luxurious homes in Kyoto and transplant them to Tokyo, Osaka, Kobe,
and Yokohama. Not only were their social habits to be disrupted: they
were given blunt orders to get to work. The article of reorganization
concerning their exile from Kyoto stated: “The heads of the families
will go to the offices of which the respective family is in charge. The
eldest son of each will be free to select live-out or live-in status, [but]
the second son and younger sons will live in and work the same as
clerks. Omotokata will increase payment for board, but will no longer
pay for incidental expenditures.”?

Behind Minomura’s strategy was his cherished hope to convert
Mitsui-gumi from a general merchant house and money-changer into a
great banking concern. An opportunity to do so appeared in 1871, when
Inoue gave him to understand that the finance ministry would favor
Mitsui’s establishing a full-fledged bank after the American or Euro-
pean pattern, with branches in Japan’s major cities and the privilege of
issuing its own notes as legal tender. A petition to that effect was sub-
mitted by Mitsui-gumi and approved by the cabinet within a month.
Confident of success, Minomura hired a master carpenter named
Shimizu Kisuke, who drew up plans and started to construct an im-
posing five-story building. Shimizu, whose descendants now build
skyscrapers and atomic energy plants, had never seen a bank, but his
imagination was uninhibited, and soon Tokyoites watched with wonder
and admiration as Japan’s largest foreign-style building took shape. As
one non-Japanese observer commented, it was called “foreign-style”
because it was foreign to any style of architecture on earth. But before
the splendid edifice was finished the government canceled its approval
of a Mitsui bank in favor of a plan to establish national banks like those
in the United States. This reversal seems to have been the work of
Inoue’s assistant, Shibusawa Eiichi, who convinced his superiors that a
bank capable of supporting the nation’s currency system and fostering
its industries would have to be more broadly based than a family bank
could be. Inoue agreed that the best course for the country was to form
a coalition of big financiers for the joint establishment of a national
bank, with shares open to public subscription.

The biggest exchange houses were those of Mitsui and Ono, then
competing fiercely to expand their shares of government business. The
first problem was to persuade them to work together. As a preliminary
step, Inoue and Shibusawa summoned representatives of the two houses
to a meeting at Inoue’s mansion. Shibusawa opened it with this admoni-
tion: “There is a rumor that the Mitsui and Ono companies ate not on
good terms. If the rumor be true, it is regrettable indeed, as both com-
panies are doing the same business for the government. They should
not be prey to the spirit of rivalry and jealousy.”
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The competing financiers managed to suppress their hostiiity, and
the Mitsui-Ono Ginko was set up immediately as exclusive agent for the
government’s exchange business, in anticipation of the National Bank
Act then being drafted by Ito. The act was promulgated in 1872, and a
year afterward the Mitsui-Ono partnership became the Dai-Ichi Koku-
ritsu Ginko, or First National Bank. Thirty thousand shares, each with
a face value of one yen, were issued. T'wenty thousand were taken up by
Mitsui and Ono, and the other ten thousand were offered to the public.

The equal division of shares between Mitsui and Ono raised the
problem of who would be boss of the bank. The neat but impracticable
solution was to have two presidents, Mitsui Hachiroemon and Ono
Zensuke, serving terms in alternate months. There were alternate vice-
presidents and alternate managing directors as well. To avert the confu-
sion sure to arise from this dichotomy, Shibusawa promised Minomura
secretly that he would setve in the position of general superintendent.
However, Minomura also entered the group picture as deputy presi-
dent, in place of Hachiroemon, who excused himself from taking an
active role because of age and infirmity.

The Mitsuis’ chagrin at having been denied an exclusive franchise
was aggravated by the government’s insistence that they surrender
their new building to Dai-Ichi Kokuritsu Ginko. Mitsui-gumi House,
as it was called, had become the showplace of Tokyo and no less popu-
lar as a subject for painters and printmakers than Echigoya had been in
an earlier time. Minomura shrugged off this disappointment and called
in Shimizu to design a new bank building, having no doubt that his
petition would be accepted eventually, as the organic weaknesses in
Dai-Ichi Kokuritsu Ginko showed their effects.

Gripped by the fever to modernize, the Meiji reformers raided the
treasury without restraint, incurring bigger and bigger deficits. Roads,

railways, and telegraph lines were spreading across the country. Harbor

works, lighthouses, warehouses, and public buildings were provided to
assist foreign trade and shipping, which were burgeoning. Prefectural
governments, compulsory universal education, a postal system, and
mandatory military service for all able males were inaugurated in quick
succession. Okuma Shigenobu returned from Europe excited with the
idea of industrialization; but the men in charge of finances, knowing
that revenues still brought in little more than half the amount of money
being spent, foresaw only disaster rather than Okuma’s vision.

Partly to avoid being blamed for the nation’s financial difficulties,
Inoue and Shibusawa (already under sharp attack for their favoritism
toward certain businessmen) resigned together, but not without
releasing a joint statement in which they criticized the management of
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private business as well as of public finance. Thereupon Shibusawa took
the supervisory job at Dai-Ichi Kokuritsu Ginko. And Inoue had time
at last to take stock of the ungainly Mitsui enterprises and to analyze
their operations.

What Inoue found was deplorable. The House of Mitsui, once a
model of progressive business organization, had become, like the
shogunate upon which it was modeled, a loose agglomeration of semi-
independent operations, each encrusted with the barnacles of tradition.
The Tokyo office and Omotokata in Kyoto worked at cross-purposes,
as resentful family heads and jealous banto either ignored or sabotaged
the innovations of the upstart Minomura. He knew how to win the
affection and cooperation of his underlings, but his blunt plebeian
manner repelled some Mitsuis, and his appearance may have embar-
rassed them. Although in his own luxurious home (a gift from Hachi-
roemon) he wore the finest of silks, on the job he wore cheap cotton
kimono and dirty straw sandals. He also had a habit of laughing loudly,
thereby exposing the gaps left by several missing front teeth.

The family heads living in Kyoto had resisted his order to move to
new posts, so upon Inoue’s advice a second general headquarters,
Tokyo Omotokata, was set up. Minomura was put in charge of liaison
and planning, under nominal supetvision of Mitsui Saburosuke and
Mitsui Jiroemon, who appeared at the office on alternate days. Very
soon it became clear that with no more authority than that conferred
upon him by Hachiroemon (who had little of it himself) Minomura
could not enforce his reforms. In 1875, when another great national
crisis loomed, Inoue intervened directly to shake the clan out of its
complacency. Summoning eighteen family heads and senior banto to his
palatial residence in Tokyo, he told them how matters stood. His un-
sparing assessment must have frightened them, for afterward Mino-
mura was presented with a power of attorney bearing the seals of the
heads of five main families. This amazing document gave him a virtual
dlctatorshlp over the affairs of the clan and its business organ, Mitsui-
gumi.

The families’ members were given three days to express their “frank
opinions” concerning this dispensation. However, it was made per-
fectly clear to them that the only alternative to approval was to part
company with the clan. There was no audible objection, and Minomura
became superintendent of Omotokata as the proxy of Hachiroemon
Kofuku, who now was free to devote himself to his silk collages, the
tea ceremony, and what remained of a cultivated social life in those
materialistic Meiji times.

Under the influence of Inoue and Minomura, Tokyo Omotokata’s
charter was revised in 2 manner foreshadowing the modern concept of
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corporate management as distinct from simple ownership of assets:
“Omotokata is the solid base of the Mitsui clan, whose duty is to pro-
tect the property and other assets bequeathed by its ancestors. . . . The
family assets of Mitsui-gumi belong to Mitsui-gumi and not to the
Messts. Mitsui. All those concerned should recognize the distinction,
and none should regard those assets as his private property.””8 The
charter also stated that any family member who might be found un-
worthy of his position because of extravagance, disobedience, or un-
authorized indebtedness was to be punished with confinement at home,
ot, if he proved to be incorrigible, with expulsion from the clan.

Minomura must have exercised his power judiciously, for he won the
respect of his employers and colleagues and the affection of his sub-
ordinates. Indeed, the Mitsuis had a tendency to depend upon him too
much. Once, when he sought their help in improving the business, he
pleaded: “I cannot overcome this difficulty alone. . .. I am not con-
fident of success unless all Mitsui family members cooperate and work
as one person. . . . As I have told you repeatedly, I am just an em-
ployee, and if you rely on me you cannot expect the clan to survive very
long.”®

Perhaps worried about what would happen to the house in the event
of his death, he tried to recruit Shibusawa Eiichi, an extremely talented
financier who had entered the business world under his auspices. In his
old age Shibusawa recalled Minomura’s efforts in this direction: “Mr.
Minomura of the Mitsui, wishing to make me his successor, one day
called on me and gave me a suit of clothes with the family crest of the
Mitsui. But I told him that I would be pleased to serve the Mitsui as an
adviser, but not as its employee. I felt that I could be of some help to
the firm. This incident was the origin of the friendship between the
Mitsui and myself.”10

By alternate entreaties and browbeating Minomura managed to
reinvigorate the enterprise, giving the viable units some coherence and
lopping off much deadwood. The Tokyo Echigoya, then in petilous
condition, was set up as a separate company called Mitsui Clothing
Store, under the management of a related family bearing the name
Mitsukoshi. (“Koshi” is an alternate reading of the character meaning
“echi” in Echigoya. It will be remembered that the former hereditary
title of the Mitsui family head was Lord of Echigo, and that the name
had been associated with the clan ever since.) With the retail lines
permanently divorced from the money-exchange business, Minomura
consolidated the financial offices to form a new otganization called Ex-
change Bank Mitsui-Gumi. In 1874 the new edifice was completed and
topped with a huge dolphin cast in bronze. According to folklore,
the green dolphin would protect it from fire; but the bank needed a
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more potent talisman against the holocaust that, as Inoue had pre-
dicted, would soon threaten the financial structure of Japan.

After the establishment of Dai-Ichi Kokuritsu Ginko, the private ex-
change houses, like Mitsui’s, no longer issued paper money: for the
government, although they still performed exchequer services for pre-
fectures and collected taxes for the central government. Mitsui also
retained its appointment as agent for the mint. Ono-gumi, lacking this
perquisite, concentrated its efforts on tax collecting, far outstripping
Mitsui. However, Mitsui was also holding funds for the army, five
ministries, and other government agencies. Deposits of official money,
without interest, provided the three houses with ample funds. Ono-
gumi, trying to overtake Mitsui, was investing adventurously in
mining, speculating in rice, and otherwise expanding its business.
Mitsui and Shimada also were operating quite freely with tax funds,
because the government required no collateral.

In 1874, when again the finance ministry was in trouble with its paper
money, it demanded that private holders of official funds post sound
collateral amounting to as much as one-third of the value of such
deposits. Despite this warning signal the three houses continued their
profitable games until late in 1875, when the ministry suddenly an-
nounced that they would have to post collateral equal in value to the
amounts of the deposits. At that time Ono-gumi, which had extended
its tax-collecting network to forty prefectures, had debts of more than
seven million yen and assets of only 170,000 yen. Unable either to put
up enough collateral or to repay the official deposits, the firm collapsed.
At the same time Shimada-gumi also went bankrupt.

Mitsui was in poor condition too, with government deposits of some
four million yen, and only two million yen worth of acceptable se-
curities. The House, including the bank, held general deposits and
silver amounting to about eight million yen, but with a financial panic
in full cry the Mitsuis could not risk using that money to pay the gov-
ernment.

How, then, did they escape bankruptcy? The answer to that question
may have been lost forever when the Minomura storehouse was
destroyed by the earthquake in 1923. But by maneuvers that appeared
to be miraculous, Minomura presented the finance ministry with gov-
ernment bonds, land certificates, and other gilt-edged securities suffi-
cient to save the House of Mitsui.

It is known that he was not taken by surprise. Some time before the
ministry’s ultimatum Inoue, by his own account, had warned Mino-
mura that Ono-gumi was on the verge of bankruptcy, and advised
Mitsui to disentangle its finances from those of Ono. Since Inoue was
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in close contact with the Minister of Finance, Okuma Shigenobu, it
seems likely that he knew of the ministet’s intention to demand higher
collateral. In fact, there is reason to believe that the ministry’s move was
part of a plan to eliminate the two rival houses of Ono and Shimada
(who had been tardy in their support of the Restoration’s regime) and
to make Mitsui supreme. This hypothesis is supported by Rizaemon’s
great-grandson, Minomura Seiichiro, who wrote recently: “It is true
that the collateral-increase decree brought on a crisis for Mitsui [as well
as for Ono and Shimada]. But it was so arranged that Mitsui alone
would survive, taking advantage of official protection.”!

Another possible motive for this plot, if such existed, was the need
to shake Ono-gumi out of the management of Dai-Ichi Kokuritsu
Ginko, whose affairs had fallen into disorder under its schizophrenic
management. After Ono-gumi’s collapse, Shibusawa had the bank’s
books examined by Allan Shand, 2 young English banker employed
by the finance ministry to teach Western bookkeeping to Japan’s
budding bureaucrats. His competence and thoroughness impressed
Shibusawa, who relied upon him heavily during his incumbency
and for many years afterward. The mare’s-nest that Shand uncovered
is clearly described by a modern histotian: “This, the first govern-
mental inspection of a bank in Japan, revealed complete lack of uni-
formity and confusion in bookkeeping practices of the first years of the
national banks. Violations of the Bank Law had occutrred, such as: the
granting of large loans (¥1,300,000) to Onogumi and lesser amounts to
some individuals without security. The currency reserve was not suffi-
cient to meet 2 sudden demand by depositors for their money. The in-
fluence of Onogumi was too great, the evaluation of the bank’s hold-
ings of lands was too high, and the main building itself was not suitable
for Western banking procedures.”12

When these “extraordinary events” had ended, the Mitsuis bore no
ill will toward their erstwhile rival and magnanimously interceded with
minister Okuma to give the vanquished house enough time for liqui-
dating its indebtedness. The Onos did so punctiliously, and their
obanto turned over even his personal fortune to creditors, ending up
with only the kimono on his back. The Onos and Shimadas remained in
business, but on so diminished a scale that Mitsui stood alone as the
great financial house in Japan and the major shareholder in the national
bank.

The Mitsuis gave full credit for their salvation to Minomura, ex-
tolling him in a letter of commendation: “You have forgotten to sleep
or eat in your intense efforts to support and promote the interests of
the Mitsui house. When the extraordinary events concerning the mort-
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gages occurred, you took unutterable pains and experienced agonies
that would have wrung the bowels of an ordinary man. But thanks to
your effort, peace has been restored to Mitsui.”13

For this achievement Minomura received, along with more sub-
stantial emoluments, a treasured kakemono handed down through the
generations from the Mitsuis’ ancestors. And, perhaps because of his
unending wotries, he acquired at that time a stomach disorder from
which he never recovered.




10 - Foundations in
Banking and Commerce

THROUGHOUT THE REMAINDER of the Meiji era the imperial party’s oli-
garchs went to extraordinary lengths to nurture and protect a few
favored commercial houses. It is easy to imagine that their solicitude
for those merchants, whom they rescued from bankruptcy again and
again, was inspired by acquisitiveness. But although most of the states-
men eventually were enriched by their relationship with the entrepre-
neurs and lived as lavishly as had many a daimyo before them, they
were no mere henchmen of big business. In Western societies capitalists
habitually suborned complaisant politicians into serving their purposes;
but in Meiji Japan the politicians had to create the capitalists first.

Being in charge of the nation’s finances at a time when the accounting
system was in chaos, the statesmen needed no personal assistance from
the merchants in the making of fortunes. Politicians were in a position
to dispose of public assets and to dispense concessions as they pleased.
Rewards for loyal service were unstinting, and the men in power usual-
ly looked the other way when their colleagues passed out those rewards
to deserving friends or even to themselves. (It is written that one minis-
ter of finance, having prepared the issue of some new paper money,
arranged to have a cartload of “samples” delivered privately to his
home.!) But in general the new statesmen used the country’s scant
wealth judiciously, and their pampering of certain merchants, which
bore a superficial resemblance to Tammany Hall graft, actually was a
part of their peculiar strategy for building a strong, rich country.

In the political realm the new oligarchs held control over the imperial
family, the unassailable bulwatk of tradition and symbol of the national
faith. In military matters the qualifications of their associates were rec-
ognized: Choshu’s men took charge of the army, while Satsuma’s
dominated the navy. But in questions of finance, which could also de-
termine the success or failure of the imperial government, they most
certainly needed outside help. Their citadel on the economic front was
Mitsui, whose good name they used as a mark of respectability for un-
tried and often risky projects. The skill and experience of the Mitsuis
themselves were valuable, of course. But in the kaleidoscopic shifts and
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changes of the early restoration period the Mitsuis’ already outmoded
knowledge was less relevant than was their usefulness as an impressive
fagade behind which to hide a makeshift financial structure.

The paternalistic role of the government was a decisive factor in the
rise of Mitsui as a modern bank. The recently organized Exchange Bank
Mitsui-Gumi, 2 joint-stock company, was already operating under its
own regulations, but Minomura was anxious to obtain financial sanc-
tion as well as permission to use the title “ginko,” as a national bank
did, and to adopt a limited-liability system that would protect the house
from meeting the same fate as had befallen Ono-gumi.

In 1875 the Mitsuis submitted a petition to this effect, pointing out
that there were no officially recognized rules concerning general banks,
and pleaded: “Though we are ignorant and uninformed and not con-
fident that we ourselves can formulate perfect rules, yet we dare to pre-
sent for your esteemed consideration . . . our drafts of bank rules and
other documents in the hope that you will instruct and enlighten us.”
The form of organization chosen and the reasons for its choice were
stated in the prospectus: “Companies are of various kinds, but the best
is the Société Anonyme, in which the names of members do not appear.
Its policy and system are decided by majority votes and are carried out
openly, thus insuring justice and fairness. Moreover, the articles of as-
sociation and regulations are all subject to the approval of the Govern-
ment and must be strictly observed. The new organization terminates
the relationship of master and servant. We all become, equally, friends
as members of the new society and hope to share the benefits it may
bring by making our hearts as one and working together.”2

Finance minister Okuma ignored the petition at first, but a national
crisis was developing over an expected rebellion, and Dai-Ichi Na-
tional Bank was still weak from the collapse of Ono-gumi. Mitsui’s re-
quest was granted finally, with the exception that the stockholders were
required to assume unlimited liability. That is, in the event of the bank’s
failure each stockholder was responsible not only for his own share of
the debts but also for that of others unable to repay theirs. Otherwise
the newly chartered bank was allowed to follow its previously es-
tablished rules and was given the privilege of handling the government
accounts that had been entrusted to its predecessor. These terms were
accepted.

Mitsui Bank, with offices in Japan’s four biggest cities and twenty-
four major towns, was inaugurated on July 1, 1876. At the ceremony
Minomura’s message revealed his concern over the weakness of the
clan and the exasperation he must have felt at having to push its mem-
bers up the hill of success: “It must not be forgotten that in undertak-
ing a deed one tends to pay great attention to it in the beginning but
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gets tired as the work proceeds. . . . This is the general habit of hu-
manity. So even if the purpose is beautiful and there is 2 good system,
laziness makes one’s efforts useless. That is why I hope that you, dear
partners, will resist this tendency . . . continuing to do your best so
that this bank will develop gloriously and make profits to be shared by
all of you.”s

Unfortunately, Minomura could not deliver his admonition in person
because he was seriously ill. But he was still worried about the bank’s
excessive dependence upon official business and its vulnerability to the
whims of politicians. Therefore, he dictated another petition to the
finance ministry: “If the government should change its cutrent practice
and withdraw the money deposited with us, we shall find it very dif-
ficult to keep going. . . . If such a situation should arise, our company’s
distress aside, the flow of private capital would be obstructed and finan-
cial operations paralyzed. Considering this, we urge you to continue to
allow us, for the coming few years at least, to handle official money of
government ministries and agencies and not to change that policy.”*
To this plea Okuma replied: “Your request will be granted and you will
be entrusted with official money without fail.””3 So despite the existence
of the state-sponsoted Dai-Ichi National Bank, Mitsui continued to
handle a major share of the government’s finances until the Bank of
Japan was founded in 1882.

Mitsui Bank (known as Mitsui Ginko in Japan), with headquarters
in Tokyo’s Surugacho, started with a capital of two million yen divided
into twenty thousand shares, of which ten thousand were subscribed by
Omotokata, five thousand by nine Mitsui families, and the remainder by
employees. There were 383 shareholders, most of whom held only one
or two shares. This formal participation of the staff in the profits of the
enterprise was one of the fruits of Minomura’s democratic policy, under
which the principal managers, including vice-directors, were elected by
the shareholders, and all the employees down to the junior clerks were
called “officers.”

The economic thinkers in government—especially Inoue, Shibusawa,
and Okuma—were under constant harassment in their efforts to stabi-
lize finance. But meanwhile they never lost sight of the fact that Japan’s
survival as an independent country lay in foreign trade. Even after the
opening of the treaty ports, virtually all overseas commerce had re-
mained in the hands of foreign merchants. And since treaty provisions
had set customs duties at the low rate of five percent, the government
earned very little revenue from this source. Although overseas trade
was increasing rapidly, imports greatly exceeded exports; and to pay
for imports the government had to expend abroad approximately seven-
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ty million dollars in gold and silver during the 1870s—a ruinous sum
considering the nation’s poverty. Indeed, with such an adverse trade
balance Japan could ill afford the imported machinery, transportation
equipment, steel, and other materials necessary for starting its indus-
trial revolution.

Soon after coming to power, the government organized the Tokyo
Commerce and Trade Company, a joint enterprise of which Mitsui
Hachiroemon was president. At the same time the House of Mitsui
sought to expand domestic and foreign trade through its retail shops in
Tokyo, Yokohama, Osaka, and the old branch in Nagasaki. Those ef-
forts met with little success; and in 1875 Minomura, at Inoue’s urging,
decided to use the prefectural branches of Mitsui’s reorganized bank for
handling merchandise as well as money. As part of this program various
trading activities were consolidated to form a new company, Mitsui-
gumi Kokusan-kata (National Products Company). One section of it
consisted of an old, rather humdrum venture conducting trade with
the Izu Islands, south of Tokyo. A second section supplied silk and
grain to foreign traders and imported blankets for the army ministry.
A third transported cargo between Niigata and Yokohama. There was
also a section supplying Mitsui-brand tea for export.

Kokusan-kata’s first big business came when the government began
to emphasize the exportation of rice in order to sustain prices and earn
foreign currency. With a loan of half a million yen from the treasury,
the company bought up rice from the provinces and shipped it to
Europe. Having no branches abroad, Mitsui-gumi worked through
Japanese government officials stationed in London, who acted as
Kokusan-kata’s agents. In this way Kokusan-kata became the first
Japanese company to conduct foreign trade abroad.

While helping the Mitsuis to organize Kokusan-kata, Inoue used his
government connections to start his own trading enterprise. Known as
Senshu Kaisha, or First Profit Company, the firm handled rice exports
through foreign merchants, marketed the output of lead, silver, and
coal mines owned by the government, and obtained 2 monopoly for the
importing of steel. The manager Inoue recruited was Masuda Takashi,
once a cavalry officer for the bakufu, who had shown talent as one of
his subordinates in the mint. As a lad Masuda had been an office boy at
the United States Legation in Edo, where he learned English and stood
ready to defend Minister Townsend Harris against threatened attacks
by antiforeign ronin. Because his father was a bakufu official, Masuda
had been educated in the Chinese classics; and he had seen something of
the world as a member of a government mission to the United States
and France. After the Meiji upheaval his father was employed by philos-
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opher-educator Fukuzawa Yukichi and, as his assistant, took part in
the Westernization of many Japanese intellectuals.

Masuda’s background, especially in foreign languages and Western
thinking, was to prove very useful in surmounting the communications
barrier, which had long obstructed trade. Since Japanese and foreign
merchants were equally ignorant of one another’s language, they em-
ployed Chinese clerks, known by the Portuguese name of compradors,
to conduct the actual business. The compradors could read Japanese
(it being written mainly in Chinese ideographs) and spoke a little of
the language, as well as the pidgin English current in Asia’s seaports.
Many foreigners considered the compradors to be more honest than
their Japanese employers, but the latter despised and distrusted them.

Masuda’s aversion to the compradors was strong and did not mellow
with the years. In 1910 he wrote: “They aimed only at obtaining com-
missions . . . never troubling themselves about the real interests of
trade. The relations between Japanese and foreign merchants were thus
greatly estranged, and the intimacy and confidence so necessary to the
smooth working of business relations . . . were entitely lacking. Great
inconvenience was experienced by Japanese merchants, who could nei-
ther obtain goods without cash payments, nor receive their own dues
without actual delivery of the goods. The compradors invariably took
the profits, and it was not an uncommon occurrence to see a foreign
merchant, who had failed in business, working in the employment of
his old comprador.”®

Masuda had been trained in practical mathematics by his father, who
was famous for his rapid calculations by ancient Chinese formulas and
for his ability to use three soroban simultaneously. Thus Senshu
Kaisha’s young manager was more than a match for any comprador.
His talent, however, was outweighed by the defects of Inoue’s other
partners, who either withdrew their capital abruptly or embarrassed the
firm by speculation, bribery, or counterfeiting. Inoue himself was in
trouble because of his (and Shibusawa’s) conspicuous liberality in sell-
ing the government-owned Ashio copper mines to Furukawa Ichibei,
son-in-law of Ono-gumi’s obanto, at a suspiciously low price. In con-
sequence, while Senshu Kaisha was still only a few weeks old, the Min-
istry of Justice brought Inoue to trial and he was found guilty on
charges that could have incurred a prison term of two years. Such was
his prestige, however, that he got off with a fine of thirty yen and soon
was appointed to the newly formed national senate. Immediately there-
after he was sent to Korea as Japan’s ambassador plenipotentiary. Even
before he returned from this mission in 1877 he was too deeply en-
grossed in political problems to keep his mind on anything so mun-
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dane as trading. Although the very able Masuda had earned a profit of
150,000 yen for the firm, Inoue decided to go out of business.

The need for developing Japanese trade independent of foreign con-
trol was as urgent as ever, but Mitsui’s Kokusan-kata, with its haphaz-
ard structure, was obviously inadequate for the purpose. Minister of
Finance Okuma, concerned over Inoue’s intended withdrawal from
trade, called in Minomura Rizaemon and proposed that Mitsui absorb
Senshu Kaisha and build a stronger firm. Minomura, knowing that
Okuma was closely connected with Tosa and Satsuma merchants in
competition with Mitsui, was incredulous. But upon consulting Inoue
and deputy finance minister Matsukata Masayoshi, he was assured
that Okuma meant what he said. With this encouragement, Mitsui in
1876—after the establishment of Mitsui Bank—merged Senshu Kaisha
with Kokusan-kata to form Mitsui Bussan Kaisha, known abroad ever
since as Mitsui and Company.

Masuda described the creation of the company in his autobiography:
“Minomura proposed to Inoue that a trading firm be organized as part
of the Mitsui business and that people from Senshu Kaisha be invited
to take charge of it. Inoue agreed and asked me to be president of the
new company. Minomura also came to me to make the same request.
At last I agreed. A salary was to be paid me under contract, but I had to
assume full responsibility for the company. Even if it should fail, Mitsui
would be absolved of all responsibility. My assets were small, but I
poured them all into the new company.

“I told Minomura that business must be commission-based. I meant
that the company should not undertake business that would compel it
to assume all the risk. I also said that speculation should be avoided.
Minomura agreed, and Inoue of course was of the same opinion. Once
we agreed on this point I said that everything should be left to me, with
no interference. They said ‘all right,” and entrusted me with everything.
But they said they would not provide any capital. All I could get was
permission to overdraw my account at Mitsui Bank by fifty thousand
yen.”?

The new company’s rather flowery prospectus expressed the pro-
moters’ intention “to export overseas surplus products of the Imperial
Land, to import . . . products needed at home, and thereby to engage in
intercourse with the ten thousand countries of the Universe.”’8 Upon
this grand design and slender capital Masuda developed the prototype
of the sogo shosha, or general trading company, that played such a signifi-
cant role in modernizing the Japanese economy.

In founding the company the Mitsuis took no initiative whatever,
and even Minomura’s approach was extremely hesitant. Instead of as-
signing family heads or their first-born sons to its management, he ap-
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pointed Takenosuke, seventh son of Hachiroemon Kofuku, and Yono-
suke, third son of another of Kofuku’s sons, both of whom had gone to
the United States for study five years previously. Otherwise, the clan
took a strictly hands-off attitude for reasons apparent in the contract
signed by the heads of the main and the branch families (which by now
had increased to eleven). The contract began optimistically: “We have
carried out extraordinary reforms in Mitsui, abolished Mitsui-gumi and
established Mitsui Exchange Bank on the great fortress of Omotokata.
We ourselves are stockholders of the bank, so that our business will
prosper forever and be enjoyed by us equally.”

But after that preamble the promoters’ anxiety asserted itself: “As
stated already, the purpose of founding the new company is to ensure
our livelihood in case Mitsui Bank is closed down. That is why we
picked Takenosuke and Yonosuke as initiators of the new company.
Having entrusted these two persons with the management of the new
company as distinct from Mitsui Bank, the rest of us will be absolved of
responsibility even if the new company should suffer fatal losses or be
forced out of business by natural disaster. Then the rest of us would
have no duty to repay debts run up by the new company.”® This odd
disavowal seems to have been intended to convince the Mitsuis that the
new firm, which they called simply “Bussan” (literally, “product com-
pany”), would protect their future. But it is evident that the writers had
little confidence in the undertaking and actually were protecting them-
selves against criticism and indebtedness in the event of its failure.

The manager of Bussan’s foreign trade section was Magoshi Kyohei,
whose only previous business experience had been the managing of an
inn. A riddle making the rounds in Mitsui’s parent firm revealed their
opinion of Bussan: “What is the cheapest thing in Tokyo nowadays?”
The answer: “Magoshi’s salary.” The bright young man, who later put
Bussan into the brewing business and became a beer tycoon in his own
right, was earning thirteen yen a month.

Other promising talents who joined Bussan’s small staff in the early
years were Fujise Seijiro, whose heir married into Masuda’s family;
Yamamoto Jotaro, later a great political boss and president of the South
Manchurian Railway; and Fukui Kikusaburo, who did much to broaden
and internationalize Mitsui’s business. These three in turn served as
obanto of Bussan under the guidance of Masuda, who watched over the
firm for more than seventy years.

At the time of its founding in 1876 Bussan’s main exports were coal
from the state-owned colliery at Miike in Kyushu and surplus rice. The
firm also imported blankets and woolens for the army. Most valuable
was the agency for coal, which Masuda took on at the request of Ito
Hirobumi, then Minister of Industry. Later, in relating the circum-
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stances, Masuda quoted Ito as saying: “Masuda, since you are establish-
ing Mitsui Bussan to engage in foreign trade, it would be good if you
handled the coal from Miike colliery. If you are willing to undertake
this, we will not be tight. You can acquire the coal at cost price and get
started on it directly.”’10

Masuda didn’t know much about coal, but he had been familiar with
mining administration since childhood. His father had served as magis-
trate in charge of convict labor at the gold mines on Sado Island and
later was assigned to developing mining in Hokkaido. Masuda knew
that Bussan could not compete in copper, dominated as that was by
Sumitomo, under the patronage of Prince Iwakura, and by Furukawa
Ichibei, who had bought the Ashio mines. Wanting to establish a foot-
hold in mining, Masuda accepted Ito’s offer with alacrity, and Bussan
became sole purchasing agent for the government’s mining bureau.
This gave it a monopoly over exports of coal. In due course Bussan
came into possession of the nation’s richest coal, lead, and zinc mines,
as well as important deposits of gold, silver, and sulfur.

Through a branch in Shanghai, Bussan began exporting coal just as
the Europeans were establishing modern factories and mills there; and
eventually it secured a lion’s share of the China market, as well as a ship
bunkering business in Hong Kong, Singapore, and other Oriental
ports. At the beginning of its history Bussan’s annual coal-export
volume was a mere 27,000 tons. During the next nine years Masuda and
Magoshi boosted it to 1,837,000 tons, an increase of 6,800 percent.
They had discovered the magic formula for making profits without
taking risks.

Whether by design or otherwise, Bank and Bussan formed a most felici-
tous combination, the advantages of which soon became apparent.
The first successful innovation made possible by Bank-Bussan team-
work was the issuance of exchange bills for commodities. After the in-
ternal revenue system had been modernized, the farmers were required
to pay their land taxes in cash instead of grain. But it seemed that when-
ever there was a bumper crop prices sagged and producers were hard
pressed to meet their obligations to the government. Seeing oppot-
tunity in this situation, Minomura obtained permission from the finance
ministry to undertake the purchase of rice with bills that could be used
to pay taxes. Until then merchants handling official money were pro-
hibited from offering loans, but under the new plan Bussan’s branches
were thus able, in effect, to lend money. The inauguration of Mitsui
Bank and Bussan in 1876 happened to coincide with another bumper
crop of rice, but with Bussan conducting a widespread purchasing
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operation with Bank’s money, the House of Mitsui supported the price
of rice and saved many farmers from ruin while substantially increasing
the government’s revenue, as well as its own profits.

By such integration of finance and commerce Mitsui in fact laid the
groundwork for a rationally organized capitalist system to supplant the
economy of feudalism. Because of his foresight and persistence in as-
sisting that change, Minomura Rizaemon has been called, with some
justice, the “father of Japanese capitalism.” The role of Mitsui in Ja-
pan’s economic development—as a public institution rather than a
private enterprise—was confirmed six months after Bank’s founding,
when the heads of seven Mitsui families were summoned to the Minis-
try of Finance.

There minister Okuma informed them very bluntly that the privi-
leges they had been granted by the government were predicated not
upon their personal worthiness but upon expectations of their future
services to the state: “The times are changing,” the finance minister’s
lecture began. “The daimyo have returned their fiefs to the emperor,
and the system of hereditary stipends for the nobility and samurai has
been revised. Rich families like Shimada and Ono have gone bankrupt,
and have been dispersed; only the Mitsuis maintain their traditional
prestige. . . . The government, on its part, has been deeply concerned
with protecting the Mitsui clan. As to the foundation of Mitsui Bank,
it must be remembered that Minomura Rizaemon, foreseeing the trend
of the times, petitioned the government to that effect. Believing that the
preservation of a traditional wealthy house would contribute to the
general interests of the nation, the government decided . . . to permit
the establishment of Mitsui Bank solely to perpetuate the prosperity of
the family.

“Therefore, the Mitsuis have no cause for complaint. If any should
be dissatisfied with the new system and cling to traditional ways, the
government’s intention of favoring Mitsui with special privileges will
not be binding. These matters concern not only the private affairs of
your family but also the development of the state treasury, since
Mitsui’s financial condition involves that of the state. All who share the
family title of Mitsui assume an inescapable responsibility.”1t

Possibly this warning was inspired by the fact that the guiding hand
of Minomura had slipped from the helm, and by the discovery that the
family heads had been laggard in obeying his eatlier instructions. While
Minomura Rizaemon lay upon his deathbed, Minister of Finance
Okuma ordered Omotokata to make Hachiroemon Kofuku move pet-
manently from Kyoto to Tokyo. Other members of the family who had
been assigned to local branches of the bank were instructed to report
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immediately to their respective offices and to settle their households
nearby. Furthermore, all members of the Mitsui family were to “refrain
from misconduct.”

The timing of Okuma’s admonition is significant, for the Meiji gov-
ernment had just survived its worst political test and anticipated an
economic crisis in consequence. The problem centered upon the dis-
placed samurai. In general they had adjusted quite well to the new order
by taking up careers in the military services, police force, assorted busi-
nesses, or the professions. But among the less adaptable individuals
discontent smoldered. This was increased in 1876 when, in its perennial
attempts to balance the budget, the government commuted the pensions
it had been paying samurai since 1872 to disappointingly small terminal
payments in bonds. Aggravating the injury, a law was passed depriving
the proud warriors of the privilege of wearing their two swords. The
indignation of disaffected samurai was exploited by patriots and politi-
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