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Shikoku, Kynshn, and Hokuriku had their hurayashiki in Osaka, and those of 

the eastern regions of J~Pan ; Kant5 and northern Honshu in Edo) where 
they sold these products or borrowed money on the security of them from 
V'o'~gaesho (exchan.ge brokers), persons engaged in finance, or merchants. In 

this way products from all over Japan were brought to centres such as Edo 

and Osaka and from there were sold again to all parts of the country. This 

resulted in the development of a national circulation of various products and 

in the pron~otion of such financial operations as the lending of capital funds.l 

The enlargement of the commodity market and the increase in the vol-
ume of tr.ansactions promoted an accumulation of capital and the develop-
ment of a division of labour among the merchants. Clearly defined distinctions 

developed between tonya (wholesaler), nakagai (broker), and kouri (retailer). 

The tonya formed associations which had particularly large capital resources. 

Further, the increase in the volume of transactions gave rise to speculative 

dealings, and persons making vast profits emerged from among the merchants 
and those engaged in finance. In this way the liquid capital accumulated in 

the hands of gr~at merchants and of those engaged in finance was invested 
in lending at high rates of interest to daimyo and bushi, in the reclamation 

of new land for agriculture, in land or house purchases, or in industry, thus 

producing a further increase in their accumulation of capital. 

The development of this type of commercial economy and the accumu-
lation of liquid capital necess~rily brolrght about a development of credit 

institutions, and this was particularly marked in Edo and Osaka. The largest 

credit institutions of this period were the exchange brokers followed by the 

fudasashi (a type of merchant banker). In addition, there were pawnbrokers, 

tanomoshik6, and mujin (both mutual finance associations), and other persons 

engaged in finance. 

The business carried on by exchange brokers was practically the same 
as that of a modern bank. These exchange brokers included the j~flin-ryo~gae,2 

the hon-ryo~gae,s the ~eni-V'o~gae,4 and the komekata-ryo~gae.5 

* At the time of its greatest prosperity Edo is said to have had a population of be-

tween 1,300,000 and 1,400.000 (the population of London in 1801 was 860,000), and 

from the beginning of the 18th century to the first half of the 19th century it was 

the biggest city in the world. Its population was almost equally divided between the 

samurai class and those engaged in commerce and industry. Again, Osaka, a purely 

commercial city, had a population in the order of 400,000 after 1 700, while Kyoto had 

a population of more than 500,000 in the mid-Tokugawa period. It is also said that 

there were approximately 10 castle-towns (towns having a castle used as a residence by 

a daimyo) which contained populations of 50,000-lO0,000, ~~nd the development of cities 

in Japan during the Tokugawa period was greater than might be imagined. 

For details see Takao Tsuchiya, Zoku Nihon keizai-shi galy~ (Outline of Economic His-

tory of Japari, Continued), Tokyo, Iwananii-shoten, 1953, pp. 222-242. 

･ The leaders of the company of exchange brokers, and also its overseers, principally 
engaged in the service of the Shogunate and also acting for the kurayashiki of the 

various daimyo, had enormous power and were the greatest finance capitalists of their 

time ; they numbered as many as 18 or 19 or as few as 6 or 7. 
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The exchange brokers took in large amounts of gold and silver from the 

merchants, and made loans to daimyo on the new rice harvested in autumn 
and to merchants on current account transactions. Many loans were also 
made on the security of rice and other co~lmodities or on the security of real 

estate property. There were also large exchange brokers who, in addition td 

carrying on a general credit business such as deposits, Ioans, and exchange, 

also arranged the provision of funds for the Shogunate and the daimyo and 

handled treasury funds, undertaking the collection of money presented in 
payment of taxes, etc. These businessmen were called kawasekata. It should 

be noted that credit in the Tokugawa period centred on rice credit, as is 

exemplified in the loans made to the daimyo on the new rice. 

Again, there was a flourishing circulation of bills both because gold and 

silver currency was heavy and because bankruptcies among the merchants 
were few and credit was firm. There was a large number of types of bills-
commercial bills and notes, accommodation bills, etc.6 

Thus currency also took the form of credit, and credit institutions devel-

oped to a gr.eater degree than might have been expected. Furthermore, 
accumulation of liquid capital by those engaged in commerce (rice. and sake 

wholesalers, shipping agencies, etc.), including those engaged in finance, 

assumed very large proportions. The feudal lords became financially subor-

dinated to these merchants who held a tremendous amount of power, and 
who in addition continued to provide credit in the Meiji period.7 

8 The ordinary exchange brokers whose business included the purchase and sale of 
gold and silver, the making of loans, the issue of bills, exchange transactions, deposits, 

etc., whose numbers were extremely large, there being said to have been 367 between 

1720-1730 and 360 about 1 780. Their capital resources were also great ; it is said that 

about 1830 there were more than 50 of them who had a capital of more than 200,000 

ryo. 

4 These sold various commodities, and with the money thus collected carried on their 
main business, currency changing ; they are said to have numbered several thousand. 

5 A special financial institution at the Dbjima rice market in Osaka which did such 
business as receiving required money deposits in rice sales and purchases and the receipt 

of deposits from brokers. 

8 The currency of the Tokugawa period was principally in gold, silver, and copper 
(brass) coins. The amounts in circulation were extremely great, the gold and silver 

coins of the Shotoku period (1711-1715) amounting to 24 million ry5 or approximately 

one ry~ per head of population, since the population of that time was approximately 

26 million. It is impossible to convert one ry~ of this period to modern values, but it 

was certainly worth 'more than ~~I0,000 (about $30). 

7 Regarding the excellence of the mechanism and functions of finance in the Tokugawa 

period, the reader is asked to refer to such works as Keitard libuchi, Nihon shiny~ taikei 

zenshi (A Prehistory of the Japanese Credit System), Tokyo, Gakusei-shobo, 1948 and 

Sadao Matsuyoshi, Nihon ry~gae kinyti shiron (On the History of Credit Provision by 

Exchange Brokers in Japan), Bungeishunjt~:sha; 1932. 
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II. FINANCIERS IN THE MEIJI PERIOD 

In 1868 the Tokugawa Shogunate fell and a new government was set 
up. All the expenses involved in the setting up of this new government 
(including the war expenses in the civil war with the Bakufu army) were 
supplied by great merchants and others who had been engaged in the pro-
vision of credit under the Tokugawa r6gime, while the expenses involved in 

the subsequent establishment and operation of the new institutions were also 

entirely dependent on them. Again, since the loans from great merchants in 

each of the fiefs during the Tokugawa period were taken over unaltered by 

the new government, they became the creditors of the new government and 
strengthened their power. 

In the first years of the Meiji period the government, though it had 
come into being as the centralized political authority, was unable to set up 

a nation-wide organization for tax collection, and thus the management of 
Treasury funds with regard to taxation, income, expenditures, and remittances 

to and from the state exchequer was carried out through the services of the 

kawasekata and other great merchants from the Tokugawa period who operated 

on a nation-wide base. The Mitsui, Ono, and Shimada gumi (corporations) 
were charged with the exchange business of the Ministry of Finance, while 
in the feudal domains, too, the long-established kawasekata were retained as 

the managers of exchange business. The fact that they were also able to 
handle immense sums in public moneys without paying interest meant that 
they had secured great privileges. 

Again, the trade in rice paid as taxes provided the kawasekata with extra-

ordinary profits. After the reform of the land tax when the tax became 
payable in money, proflts increased still further. The new Meiji government 

was dependent on the land tax (paid in rice) for the greater part of its rev-

enue. Up to 1871, when the feudal domains were replaced by prefectures, 
each feudal domain disposed of rice paid as taxes as noted above, but after 

187 1 the central government disposed of this rice itself. It was very inconveni-

ent from the point of view of the state finance that in good years the tax 
rice became a glut on the market and resulted in falling prices. Therefore, 

the government decided to reform the land 'tax and get a safe and assured 

revenue. Thus, in February, 1872, the Land Certiflcates Law was drawn up 
and Land Certificates issued, Iand values were determined, and rights of 
ownership in respect to land were firmly established, making it possible for 

land to be made subject to mortgage and to be bought and sold.8 In August, 

1873, the Land Tax Act was promulgated and the reform of the land tax 
began. And so it became possible to obtain a flxed tax paid in money, 
levied on the basis of land values and unaffected by the state of the harvest. 

However, all the actual work involved in these measures was done in the 
traditional fashion by great merchants designated by the kawasekata. They 

8 In the Tokugawa period, the buying and selling of agricultural land was prohibited 

in principle. 
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collected rice paid as taxes and were able to obtain as profit the difference 

between the trade price and the price at which they sold the rice to the 

government.9 
After the establishment of the new government the many government 
bond issues put on the market became, along with land, excellent security 
for credit, and consequently receiving credit became extraordinarily easy in 

comparison with the past. Further, the merchants, aware of the profitability 

of handling Treasury funds and issuing paper currency, were eager to create 

financial institutions, and their function became more ~tnd more precisely 
defined as financiers. 

Table 1. NATIONAL INCOME PERCENTAGE BY SECTOR 

Year Primary 
Industries 

Secondar y 
Industries 

Tertiary 
Industries 

1878 

1882 

1887 

l 892 

1897 

1 902 

l 907 

1912 

1916 
l 92 1 

l 926 

6 1 .8 

59.7 

52.6 

53.8 

48.2 

44.6 

45.S 

42*4 

32.0 

31.8 

26.4 

8.5 

13.0 

15.9 

15.9 

20.3 

20.9 

19.7 

21.3 

29.8 

23.0 

24.3 

29.7 

27.2 

3 1 .5 

30.3 

31.5 

34.5 

35.0 

36.4 

38.2 

45.2 

49.2 

1930 

1935 

l 940 

1946 

1 955 

1960 

l 964 

17,l 

20. l 

24.2 

38.8 

22,8 

15,4 

l 2,6 

27.4 

3 1 .3 

35:8 

26.4 

30.3 

38. l 

39.7 

56*4 

4g.3 

40.0 

34.8 

47,3 

46.9 

48.3 

Note : The figures up to 1926 are estimates by Professor Kazushi Ohkawa. Those 

for 1930 and thereafter are published by the Economic Planning Agency. 

Source : The Bank of Japan, Hundred-Year Statistics of the Japanese Economy, 1966, pp. 

32, 44. 

On the other hand, as was natural, the most impQrtant products in 
Japan's economy at this time were agricultural products, such as rice and 
cocoons, as is shown in Table 1. This fact will be readily apparent from 
the importance of the primary industries in terms of national income produced 

by the varicius sectors. 

Looking at the value of the principal products of manufacturing industry 

in 1874 as shown in Table 2, we find th.at practically all the principal manu-

' A detailed account of these circumstances is given in Kokichi Asakura, Me2ji-zenki 

Nihon kinya k5z~shi (History of the Financial Structure of Japan in the Early Meiji Era), 

Tokyo, Iwanami-shoten, 1961, pp. 23-29. 
















































