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FOREWORD 

The demand for commerce was perhaps the chief factor which led 

to the "opening" of Japan in 1853. A commercial treaty was signed by the 

bakufu in 1858. Early trading relations, however, were immensely complica­

ted by the problem of finding a monetary basis for commercial exchange. 

This was not just a problem of monetary units or of the value of gold and 

silver, but involved a whole range of cultural and economic presuppositions 

and assumptions. Until the present research by Peter Frost no one had made 

clear in English what the basis was and how it changed during the last phase 

of Tokugawa history. 

Peter Frost began his undergraduate career at Williams College. He 

transferred to Harvard, graduating as a history major in 1958. He received 

his M.A. degree in Japanese History from Harvard in 1961 and his Ph.D. 

in History and Far Eastern Languages in 1966. This volume was developed 

from his Ph.D. dissertation. 

Mr. Frost was assistant to the Dean of Admissions and Scholarships 

while at Harvard and has now returned to Williams College as Assistant 

Professor of History and Associate Dean. 

March 1970. 
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Chapter I 

THE ROOT OF THE PROBLEM 

"Great and good friend!" wrote President Fillmore to the emperor of 

Japan on November 13, 1852, "lam desirous that our two countries should 

trade with one another for the benefit both of Japan and of the United 

States." President Fillmore realized that the Japanese only allowed a limited 

amount of foreign trade with the Chinese and the Dutch, but suggested that 

"as the state of the world changes and new governments are formed, it seems 

wise from time to time to make new laws." He said that the "sixty million 

dollars of Gold" which the state of California produced each year, plus the 

skilled craftsmen of both countries, guaranteed that foreign trade was bound 

to benefit Japan. The United States would be sure to "abstain from every act 

which could possibly disturb the tranquility of His Majesty's Dominions," 

because "The Constitution and Laws of the United States forbid all interfer­

ence with the religious or political concerns of other nations." Indeed, Presi­

dent Fillmore was convinced that the Japanese would quickly see the error 

of their traditional isolation policy once they opened their doors to trade. 
"If foreign trade does not prove as beneficial as was hoped," he triumphantly 
concluded, "the ancient laws can be restored." 1 

The President's personal envoy was somewhat less charitable. "The Pre­

sident desires to live in peace with your imperial majesty," wrote Admiral 

Perry on July 7, 1853, "but no friendship can long exist, unless Japan ceases 

to act towards Americans as if they were her enemies. " 2 In a private dispatch 

to the Naval Department Perry added that "the Japanese can be brought to 

reason only through the influence of their fears, and when they find that 

their seacoast is entirely at the mercy of a strong naval force, they will be in­

duced, I confidently hope, to concede all that will be asked for them. " 3 

Admiral Perry's belligerency forced the Naval Department to remind him that 

he should not start a war. Yet the key word in his message was undoubtedly 

"reason," that is, the idea that there was a mutually profitable way of doing 

things to which any sensible Japanese should want to adhere. 

Such limitless faith in Western values and in the mutual benefits of free 

trade was bound to make Westerners suspicious of the Japanese. Any objection 
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by the ruling Tokugawa bakufu4 to treaty negotiations was assumed to be 
the result of a "feudal" or "antiforeign" attitude. Any attempt to restrict 

trade or give the government the power to regulate the activities of the mer­

chants was considered an attempt to destroy the natural and mutually bene­
ficial workings of the open market; every complaint of economic unrest or 

rising prices was attributed to a plot by a hostile despotism. Indeed, the first 

Western diplomats did not consider economic dislocations as a regrettable 
but inevitable part of the modernization process. Rather they refused to 

believe that free trade could bring any serious problems at all. 
These attitudes were most clearly shown in the long dispute over the 

rate at which Japanese and Western money was to be exchanged. One might 

have thought that the problem of exchanging Western money for Japanese 
could have been easily solved, either by setting an arbitrary exchange rate by 

treaty, or by allowing the merchants of both countries to settle the issue 

through private discussions. Yet the coinage exchange question was so impor­

tant to the future development of foreign trade, and the views of the Japanese 

and Americans were so different, that negotiations dragged on for four years 

before reaching a makeshift compromise that had to be abandoned within the 

first few months of foreign trade. In the end the diplomats fumed, speculators 

profited, and the Tokugawa bakufu was forced to adopt coinage policies that 

greatly contributed to the Meiji Restoration of 1868. 

In order to understand what made exchange so difficult, it is necessary 

to remember that the Tokugawa bakufu had a near monopoly over Japan's 

bullion supplies. Ever since I 636, the bakufu had restricted foreign trade to 

small Dutch and Chinese colonies at Nagasaki, plus minor contacts in the North 

and South of Japan, and an unrecorded but probably insignificant amount of 

smuggling. The total value of the Nagasaki trade was limited to the equivalent 

of one hundred thousand kin (6,600 tons) of copper a year; even this small 

quota was rarely met since neither the Dutch nor the Chinese showed much 

interest in trading with the Japanese after I 800. Trade was carried on by barter 

and almost no gold and silver was handled after the beginning of the eighteenth 

century. By 1853 the Japanese were effectively isolated from the world bullion 

market, and hence unaffected by the shifts in gold and silver bullion that had 

taken place in the West during the previous one hundred years.5 

' 
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Domestic controls were almost as strict. Because many Tokugawa intel­

lectuals were opposed to a money economy, stressing, as did Honda Masanobu 

(1538-1616) that "there is no treasure in the world that is as great as man,"6 

or agreeing with Ogyu Sorai's (1666-1728) criticism of the "boardinghouse" 

life of the samurai in the cities, 7 many historians have assumed that the Toku­

gawa bakufu objected to the growth of a money economy. Quite probably 
the bakufu did agree with some of the contemporary criticisms of paper money. 8 

Yet the bakufu also recognized the need to control the supply of bullion in 

order to maintain its financial and political power. More important, it quickly 

moved from the simple hoarding of bullion to the establishment of a national 

monetary system. Thanks to the efforts of the bakufu, Japan made more 

progress toward a modem money economy in the years between 1600 and 

1853 than she had during all of her previous history. 
Gold and silver mines were usually owned by the bakufu. 9 While these 

mines were sometimes leased outright for a set fee, they were more often run 

by mining experts (yamashi) who provided their own machinery and workers, 

and exercised complete political control over the area in which their mine was 

located. The bullion that they dug was sent by special bullion distribution mo­

nopolies (fukiwake-za) to the gold and silver mints, and any surplus was sold 

at prices especially set by the bakufu. 1° Copper mines were less closely regula­
ted, but the bakufu tried to have the mines run by trustworthy merchant 

families, and occasionally loaned money to the mine owners to keep production 

high. Here again the produce of the mine was controlled by a special copper 

monopoly (doza) under the supervision of the treasury commissioners (kan/o 

bugyo) and the Nagasaki city magistrates (machi bugyo). 11 

The various gold, silver, and copper mints had originally been semi-private 

monopolies awarded to favored merchant friends. In 1853 these merchants 

still ran the daily operations of the mints, but all policy decisions were now 

made by the Tokugawa government. The gold mint (kinza) minted as many 

gold coins as it could from bullion supplies provided by the bakufu. The silver 

mint (ginza) also minted as much money as it could from the limited private 

supplies as well as the bakufu mines, though the bakufu often melted down 

silver coins in order to use the bullion elsewhere. The copper mint (zeniza) 

was, by 1853, an appendage of the silver mint. The number of copper coins 

minted, while large, was regulated by bakufu decree, since it was felt that the 
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value of copper coins was determined by their number rather than by their 

inherent value as precious metal. 12 

Each mint produced its own kind of metallic coinage. As the table shows, gold 

coins were known as oban, koban, nibu (lit. "two bu") ichibu (one bu), and nishu 

(two shu). They circulated on the basis of ryo, bu. and shu denominational units, 
with one koban being equal to a ryo regardless of weight, and one ryo being 

equal to four bu or sixteen shu. Silver coins were known as chogin ( cho silver) 

and marne-ita-gin (bean-shaped silver). They circulated on the basis of momme 

(0.13 oz.) and kan (1,000 momme or 8.7lbs.) units of weight at set standards 

of bullion purity. Copper coins were generally known as zeni, and circulated 

according to momme (or mon) and kan denominational units. These words 

had once been, as they still were for silver, units of weight. Since copper coins 

no longer weighed anything near their stated value in momme, however, these 
terms had taken on a special numerical meaning for use within the Tokugawa 
copper coinage system.l3 

Perhaps in deference to the intellectual attitudes noted earlier, paper 

money was not officially printed during the Tokugawa period. Yet the bakufu 
did work closely with the various exchange houses (ryogaesho) in order that 
two kinds of paper money could be put into circulation, as well as a host of 

private promissory notes and bills of credit. One kind of note (the hansatsu) 

was, by 1858, issued by over one hundred daimyo. It was supposed to circulate 

only within the daimyo's fief, and to be backed by an adequate reserve of 

specie. Actually most hansatsu were overissued and could not possibly have 

been redeemed. Although outlawed after 1837 in order to help the bakufu's 

copper tempo tsiiho circulate throughout Japan, many hansatsu were still 

illegally in circulation or else converted into semi-private merchant notes that 

also added to the nominal amount of money in circulation.l4 

Private merchant checks (tegata) formed the second type of paper cur­

rency. Some of these circulated among the great merchant firms of Edo and 

Kyoto, but most were found in the merchant center at Osaka. Here the bakufu 

set up a special court that settled disputes over tegata in half the time normally 

required for legal cases. The bakufu also gave certain prominent Edo and Osaka 

merchants the right to settle bakufu accounts between Edo and Osaka by means 

of official bills of exchange (gokingin kawase). Despite its aversion to printing 

paper money itself, the bakufu did not object to the growth of sophisticated 
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TOKUGA WA COINAGE 
(1854) 

Percentages of 
Gold Coins Wt. (in momme) Gold Silver Copper Amount -- --

a ban 44.00 68 28 4 1,887 coins 
koban 3.00 57 43 8,12o,4so ryo 
ichibu 0.75 57 43 4 8,120,450 " 
ichibu 2.30 97 3 19,729,139 " 
nibu 1.50 20 80 3,551,600 

, 

nishu 0.43 27 71 2 12,883,700 
, 

Silver Coins 

chogin varied 26 182,108 kan 
mama-ita-gin varied 26 182,108 , 

Copper Coins 

copper 1.00 98 rare 
copper 0.72 98 950,462 kan 
lead 0.80 3,957,887 
4 man lead 1.30 127,358 
4 man brass 1.30 3,148,507 

I 00 man tempo 5.50 97 38,784,324 
tsiilzo 

NOTE: In the Tokugawa monetary system one koban equals a ryo regardless 
of weight. Abu is one fourth of a ryo, and a shu one fourth of a bu. Momme 
(0.13 oz.) and kan (I ,000 mom me or 8. 7lbs.) are units of weight for silver, 
but numerical counters for copper amounts. One ryo equals 60 momme of 
chogin or four kan of copper. 

, 
, 
, 
, 
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kinds of credit facilities and paper money. Indeed, it often used paper money 

in order to facilitate monetary transactions and make up for temporary defi­
ciencies in the supply of available money. Thanks to the bakufu 's efforts, 
paper money and private credit facilities formed an integral part of the Toku­

gawa monetary system. 15 

The tight controls over bullion supplies allowed the bakufu to use its 

monetary system as a means of raising revenue. Originally the bakufu had de­

creed that all samurai should have their stipends paid in koku (c. 5 bushels) 

of rice rather than money in order to protect them from the viciousness of a 

money economy. Very quickly, however, the bakufu discovered that it was 

cheaper to sell its tax rice on the open market, and pay off the samurai in 

bullion. Twice a year a special notice (the harigami nedan) was posted on the 

door of the Tokugawa castle at Edo announcing the price at which a koku of 

rice would be converted to gold currency. Even if we assume that the bakufu 

converted rice stipends to cash at the normal market rate, it still saved money 

by eliminating some of the logistical and administrative expenses involved in 

shipping tax rice to Edo. The harigami nedan system also helped the bakufu 

make effective use of the produce of its mines. 16 

The bakufu also decided to raise revenue by a series of coinage debase­

ments. By 1695, mine production had declined, and the bakufu had begun 

to face a serious budget deficit. The bakufu then decided to outlaw the exist­

ing coinage issues, and use the old coins as bullion to make debased coins of 
the same nominal buying power.17 Particularly after 1800, these debasements 

became an essential means of raising government revenue, with debasement 

profits (deme in Japanese) averaging between twenty-five and fifty per cent 

of the yearly income of the Tokugawa bakufu.t 8 The debasements greatly 

increased the amount of money in circulation, and also made the Tokugawa 

monetary system vastly different from the kinds of money used in the West. 

Copper coins, for example, were never officially debased, and they still 

remained remarkably similar in appearance to the standard Chinese copper 

"cash" upon which they had originally been based. Yet good quality copper 

coins were gradually driven off the market and replaced by inherently less 

valuable lead issues. Lead and brass four mon pieces and the one hundred 

mon tempo tsiilzo copper piece were minted at considerably lower standards 

than their nominal value would once have implied; the tempo tsiilzo was 
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supposed to be worth one hundred mon, for example, but it only weighed 

between five and seven times as much as the regular mon copper coins. Thanks 

to this generous rate of debasement, the bakufu was able to make a substantial 

amount of profit from the tempo tsiiho. Heavy minting also increased the 

nominal value of the copper coinage in circulation, from 500,000 kan estima­

ted for the 1600-1695 period to the 6,712,576 kan estimated for the period 
1736-1868. Copper debasements, in short, probably increased the nominal 

value of the copper coinage in circulation at any one time by more than 1200 

per cent. 19 

Silver debasements actually cut the amount of silver coinage in circula­

tion. By 1854, the bakufu had cut the percentage of silver in the chogin and 

mame-ita-gin from eighty to fifty-six per cent, and decreased the total mint 

issue from the 1,200,000 kan (5,220 tons) legally in circulation between 1600 
and 169 5, to a mere 182,1 08 kan (792 tons) minted between 183 7 and 

1858. 20 Although Professor Yamaguchi Kazuo has estimated that additional 

amounts of previously minted chogin and mame-ita-gin may still have circula­

ted illegally, even he admits that the amount of silver coinage was less than 

one-half what it had been one hundred years before. 21 Indeed, the chogin 

and mame-ita-gin appeared to be used by 1854 as a kind of specie reserve for 

the paper note issues that originated in Osaka. Increased paper use permitted 
the amount of chogin and mame-ita-gin to decrease at a time when the demand 
for money was rising. 

Such silver as was available was used to make gold denominational coin­

age. Between 1695 and 1854, the weight of a gold koban was cut from 4.7 

momme (.61 oz.) to 3.0 momme (.39 oz.), and the percentage of gold was 

cut from 84 to 57 per cent. During this same period the amount of koban 
and ichibu legally in circulation dropped from the 14,727,055 ryo minted be­

tween 1600 and 1695 to the 8,120,450 ryo minted between 1837 and 1858. 

Fortunately some older koban and ichibu issues still circulated illegally, while 

over thirteen million nishu and twenty million silver bullion ichibu were put 

into circulation for the first time. 22 By 1853, almost all of the silver bullion 

that was available was being used to make gold denominational coins that 

contained little or no actual gold bullion. This heavy use of silver permitted 

the bakufu to increase the nominal value of its gold coinage in circulation be­

tween 1695 and 1853 by 250 per cent, and the total value of all its metallic 

coins in circulation by more than 400 per cent. 23 
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Curiously enough, these shifts in the quality and quantity of Japanese 

money were not accompanied by any violent shifts in the exchange rates for 

the various coins. Between 1695 and 1842 the official exchange rate for 

Tokugawa coinage had been one gold ryo (i.e. one kaban or its equivalent) 

to 60 mamme (.65 oz.) of silver chogin and 4 kan (4000 man) of copper 

zeni; in 1843 the exchange rate for zeni was increased to 6.5 kan (6500 man) 

per ryo. 24 The bakufu made all official payments and received taxes at this 

rate, but did not object to the fact that open market prices were always 

quoted for gold, silver, and copper coins. Despite this fact, the gold ryo traded 

on the open market for 65-67 mamme (8.5-8.7 oz.) of chogin, or just about 

what the bakufu wished. The market price had remained quite stable for a 

number of years, despite the fact that the amounts of precious metal in the 

various gold and silver coins had shifted several times in accordance with the 

gold and silver debasements. 25 

Possibly copper coinage helped to keep the exchange rate in line by serv­

ing as a kind of common denominator that permitted speculators to buy which­

ever of the two metals appeared to be underpriced at the moment. The bakufu 

may also, despite its decision not to outlaw open market quotations for Toku­

gawa coins, have used its mine and mint controls to make sure that the quoted 

prices did not get out of hand; certainly there are recorded instances of times 

when the bakufu melted down chogin to make ichibu, and reversed the proc­

ess when the silver price of the koban got too low. 26 The most important 

fact keeping the gold-silver ratio steady, however, was undoubtedly that silver 

currency was so unimportant. By 1854, most cash payments were made in 

some form of gold denominational currency; silver currency was mostly in the 

form of paper, and was mainly used as a unit of account by the merchants of 

osaka. Being almost totally dependent on the gold currency system, silver did 

not seriously fluctuate. 

Since it was not so intimately connected with the gold coinage system, 

the ratio of gold to copper was less steady. Between 1800 and 1854, the cop­

per exchange rate moved from the old four kan (4,000 mon) per ryo official 

rate past the new rate of 6.5 kan (6,500 mon) per ryo to highs as great as 6.8 
- 27 

kan (6,800 mon) per ryo. Paper currency and the growing number of small 

denominational gold coins may have forced up the exchange rate by elimina­

ting the need for bulky copper cash. More important. the rise in price reflected 
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the fact that the bakufu had debased its copper coins even more drastically 

than gold and silver, and that the bakufu had minted too many tempo tsuho 

in a frantic search for profits. Whatever the reasons, gold and silver coinage 

bought considerably more copper in Japan in 1854 than was the case a hun­

dred years earlier. Yet the increase cannot be said to have made monetary 

transactions more difficult, nor did it cause any serious social dislocation. 
Nominal prices also remained steady during most of the Tokugawa 

period. Rice prices naturally fluctuated when rice harvests were particularly 

good or bad, yet only increased in price from 80.6 momme (10.5 oz.) of 

chogin per koku in 1710 to I 03.0 momme (18.5 oz.) in 1854. During this 

same period the price of slzoyu (soy sauce) actually decreased from I 06 

momme (19 .I oz.) per koku in I 71 0 to I 03.3 mom me (18.6 oz.) in 1854, 

and the price of one sho (c.5 gallons) of oil went from 3.4 momme (.44 oz.) 

in 1710 to 4.6 mom me (.60 oz.) in 1854. Despite extensive debasements and 

a 400 per cent increase in the volume of money in circulation. then. nominal 

prices do not appear to have risen by much more than twenty-five per cent 

between I 700 and 1854. 28 

In an attempt to keep prices from getting too high for the samurai to 

be able to live comfortably off their stipends, the bakufu first organized mer­

chant monopolies (kabzmakama) to control the flow of goods. and then, 
after 1839, dissolved them in hopes of lowering prices through free competi­

tion. It also regularly attempted to send city dwellers back to their native 

villages, and cut the production of sake and other rice products when rice 

prices were high. 29 Yet bakufu exhortations against luxury and extravagance 

were less effective in keeping nominal prices steady than was the general re­

lationship between the supply and demand for money. Of more importance 

was the fact that the expanding Tokugawa economy needed all the money 

that the bakufu could procure through mining and debasement operations. 

This demand was more than enough to keep prices steady even though the 

amount of money in circulation was rising, and the inherent bullion value 

of individual coins was sharply declining. 

The relative stability of exchange rates and prices suggests that the 

Tokugawa coinage system. for all its superficial chaos. successfully met the 

needs of society. To be sure, there was a wide variety of gold. silver. and cop­

per coins in circulation. each of which used its own denominational system 
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and had its own patterns of circulation. Previous coinage issues sometimes 

circulated illegally, while some of the best quality koban, gold ichibu, and 

chogin were driven off the market by cheaper issues, and a tremendous num­

ber of paper notes circulated despite bakufu edicts. Yet the Tokugawa mone­

tary system marks the first widespread use of gold, silver, and copper notes 

in Japan, as well as the establishment of the first really effective credit system. 

By debasing its coinage system, the bakufu was able to meet the growing de­

mand for money, and make an enormous amount of revenue. Above all, 

stable relationships had been established between buyer and seller. Denomina­

tional units bought about as much as they always had, and no one gave more 

than a minimal amount of thought to the amount of precious metal in any 
given coin. 

Unfortunately this stability was dependent upon Japan's isolation from 

the world monetary markets. The tight bakufu control over bullion was only 

possible because the average Japanese did not have access to private sources 

of bullion from overseas. Similarly, the relative shortage of money would not 

have occurred had foreign capital been permitted to enter Japan, and the 

Tokugawa debasements were only possible because the monetary system did 

not have to compete with other kinds of money. Isolation undoubtedly helped 

the Japanese monetary system by forcing it to rely on its own resources for 

the development of a sophisticated credit system. Yet isolation also made the 

Tokugawa monetary system markedly different from that used by the various 
Western nations. 

Most Westerners in Asia used the Mexican silver dollar for all their mone­

tary transactions. Although several different types of Mexican silver dollars 

circulated, most contained about eighty per cent pure silver. and weighed 

about 0.8 ounces (7.2 momme); they were thus as much as twenty per cent 

less pure than the silver ichibu, yet they weighed over three times as much. 

In keeping with contemporary Western monetary ideas, the Mexican silver 

dollar was not minted for a profit, nor did it circulate for more than its inher­

ent value as silver bullion. Indeed, several million dollars circulated in China 

as bullion, where they were weighed and often assayed each time they were 

used in a monetary payment. In this case the Mexican silver dollar differed 

from Japanese gold and silver currency, which almost always bought more 

than its own weight in precious metal. 30 
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The bullion ratio of the Mexican silver dollar was also quite different 

from that of Japanese money. In keeping with the 1:15 gold-silver ratio that 

existed in the West, the Mexican silver dollar contained fifteen times as much 

silver as an equivalent value in gold. By contrast, the weight ratio of a koban 

to its legal value of chogin was I: I 0, while the weight ratio of a koban to its 

legal value of silver ichibu was only I :5. 31 The particularly debased nature of 

the silver iclzibu also permitted that coin to buy roughly twice as much copper 

in Japan as an equivalent amount of silver bullion could buy in the West. The 

Tokugawa monetary system thus gave the silver ichibu a higher buying power 

relative to gold and copper than did a similar weight of precious metal in the 

West. 

The commodity buying power of the Mexican silver dollar was quite dif­

ferent from that of the average Japanese metallic coin. While few economists 

still believe in the "price revolution theory" of the rise of capitalism, it is true 

that the massive importation of treasure from the New World in the sixteenth 

century helped to create a situation where bullion was relatively plentiful and 

prices were steadily rising. In Japan, on the other hand, the growing shortage 

of bullion meant that an ounce of gold and silver bought at least as much, and 

perhaps more, goods than it had one hundred years previously. Here again. 

Japan's isolation from world markets and the bakufu's decision to debase its 

coinage in order to raise revenue made its monetary system remarkably differ­

ent from that used for international transactions in the West. 

The real difference between the Western and Japanese monetary systems. 

however, lay not so much in the differences in bullion content and bullion 

ratios of Western and Japanese coins, or even in the relative supply and de­

mand for precious metals in Japan and the West. but in the way in which the 

monetary system was organized. Put simply, the money that Westerners used 

in Asia was bullion value coinage, while Japanese money was fiat or token 

coinage. By this I mean that the Mexican silver dollar bought little more than 

its inherent value as silver. while Japanese money circulated at prices and re­

lative exchange rates largely unrelated to its inherent value as precious metal. 

In the Western case, the Mexican silver dollar could circulate anywhere in the 

world on the basis of its universally accepted value as a piece of silver bullion. 

Japanese money, on the other hand. could only circulate at its stated value in 

Japan as long as the people were willing to obey the official government de­

crees. 
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Negotiating the official exchange rate for Western and Japanese money 

was thus no easy task. Should the exchange rate be decided by treaty or left 

to the market to decide? Should the dollar be compared to the chogin and 

mame-ita-gin which were the only true silver currency, or to the silver iclzibu 

which was the most common silver coin? Should the dollar be valued on the 

basis of its silver bullion content, its copper or gold exchange ratio, or its 

commodity buying power? The proper answers to these questions could only 

be decided upon after careful and sympathetic investigation of the problem 

by competent and unbiased negotiators. The answers they picked would 

greatly influence the future development of trade. 



Chapter II 

NEGOTIATING THE EXCHANGE RATE 

Admiral Perry first encountered the coinage exchange problem when 

he returned to Japan for the second time in 1854. Knowing little about the 
Tokugawa monetary system except that the Japanese one-man zeni piece 

resembled the Chinese copper cash, Admiral Perry offered to exchange the 

Mexican silver dollar for the same 1 ,200-mon per dollar rate that the dollar 

traded for in Shanghai. 1 Since copper zeni were overissued and had only a 

limited buying power in Japan, Admiral Perry's offer tended to make Japanese 

goods rather expensive. Furthermore, the I ,200-zeni per dollar rate made the 

Mexican silver dollar equal to only one-fourth of a gold ryo, or one silver 

ichibu one-third of the weight of the dollar. As the China missionary and 

chief interpreter Samuel Wells Williams put it, "The Commodore has agreed 

upon 1200 cash as the worth of the dollar, while the people pay nearly 3000 

as their equivalent of the same weight of silver ... The complaints of the 

men who buy with silver are loud." 2 

Admiral Perry immediately appointed ship's pursers William Speiden 

and J. C. Eldredge to confer on the money question with their Japanese 
counterparts, with the Reverend Mr. Williams serving as interpreter. At the 

conference the Americans proposed the "weight for weight" exchange which 

would be the basic American position on the coinage exchange question 

for the next four years. By this they meant that an ounce of Western gold 
bullion coinage should be traded for an ounce of Japanese gold bullion coin­

age, an ounce of silver bullion coinage for silver, and an ounce of copper for 
copper. Under this scheme the Mexican silver dollar would be exchanged for 

three times as much Japanese money as it was currently getting, that is, for 

three silver ichibu or 3600 copper cash.3 

The bakufu envoys only offered to increase the value of the dollar from 

1200 to 1600 zeni. They argued that the Mexican silver dollar should be 

valued as bullion rather than money, for, as Speiden and Eldredge put it, "It 

is at the bullion value that the Japanese have decided to receive our dollar, 

the same at which they take their silver from the mines, asserting that as its 

present die and assay give it no additional value, it is worth no more to them. " 4 
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Under this valuation, an ounce of pure silver bullion was worth 2.60 ounces 

of chogin, while an ounce of bullion in the Mexican silver dollar, being less 

pure, was worth 2.25 ounces of chogin. This made the dollar worth sixteen 
ounces of chogin or one-fourth of the market price of a gold ryo. To illus­

trate: 5 

7.12 momme (the weight of the dollar) x 2.25 

= 16 momme of clzogin. 
16 momme of ch(igin at 64 momme per ryo 

= ~ ofaryo. 
~ of a ryo = one silver ichibu weighing 2.3 

momme or 1600 copper zeni. 
Speiden and Eldredge knew that the amount of silver in the Mexican 

silver dollar was potentially far more valuable than that. "We are told," they 

reported, "that a tael weight of silver has now come to be reckoned, when it 

is bullion, as equal to 225 candeens, or 2 tael, 2 mace, 5 candeens; but when 

it is coined, the same amount in weight is held to be worth 6 taels 4 mace." 6 

In the first half of this sentence, Speiden and Eldredge recognized that an 

ounce of bullion was considered to be worth 2.25 times its weight in silver 
units of account; in the second half they noted that a tael weight of silver 

(I 0 momme or 1.3 oz.) could be used to make four silver iclzibu worth 64 

momme of chogin. The two Americans clearly saw that under the special pro­

visions of the Tokugawa monetary system, the Japanese silver iclzibu could 

buy a great deal more than its own weight in silver bullion. 

Speiden and Eldredge did not see how the United States could do busi­

ness with the Japanese at the one-ichibu per dollar rate. They pointed out 

that if the United States exchanged a dollar for a silver coin one-third its 
weight, "the Japanese government will make a profit of 66 2/3 per cent on 

every dollar paid, with only the trifling expense of recoining it. " 7 Mr. 

Williams was particularly bothered by the fact that this profit was taken by 

the government officials in the exchange houses rather than by the common 

people in their shops. "If the government officials only took a moderate per­

centage · · · " he said, "I would let the shopmen have the profit of the ex­

change for a little while, until a juster evaluation was worked out. " 8 Here as 

elsewhere, Mr. Williams reflected a common American distinction between 

the friendly commoners and the supposedly haughty, antiforeign officials. 
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Worse yet, the one ichibu per dollar rate threatened to give the Mexican 

silver dollar too little buying power in Japan. Not only would this make it 

difficult for Westerners to trade with the Japanese, but it would also defeat 

the Americans' hopes of establishing coaling stations free from British control. 

Speiden and Eldredge reported that the price of a ton of coal was currently 

$27.91, or three times the cost of a ton of coal at the three-ichibu per dollar 

rate. They noted certain Japanese remarks that they already sold goods to 

foreigners at a discount and that the price of coal would get lower as the de­

mand increased and the mining facilities improved. Yet Speiden and Eldredge 

did not appear convinced that Japan could provide an adequate naval base 

unless the one-ichibu per dollar exchange rate was ended.9 

What really bothered Speiden and Eldridge, however, was the bakufu's 

insistence that it could value its money as it liked. When the Japanese 
proudly announced, in Mr. Williams's words, that "their valuation of gold and 

silver was so arbitrary that no reference could justly be made to it in trade," 10 

they meant that through their sovereign power they had succeeded in estab­

lishing a modern fiat money system where denominational value rather than 

bullion content determined the value of any given coin. To the Americans 

this seemed to be but another instance of the ways in which the Oriental gov­

ernment interfered in the daily lives of its citizens to the detriment of normal 
economic growth. "The government has inflated its whole monetary system 

in order to benefit itself," 11 Speiden and Eldridge reported. Mr. Williams 

added that "this most extraordinary valuation was acknowledged as forced 

upon the people by their rulers." 12 

If the Japanese proposal of a one-ichibu per dollar exchange rate was 

rather unfair, the American demand for a three-ichibu per dollar "weight for 

weight" exchange was completely illogical. Speiden and Eldridge did not take 

note of the fact that if the dollar traded for its own weight in silver ichibu, 

it could then legally buy three times as much copper zeni in Japan as a dollar 

did in China. Nor did they discuss whether or not it would be fair to have the 

price of a ton of coal drop from twenty-seven to nine dollars a ton. Pressed 

for time and obviously bothered by the language problem, the two men con­

tented themselves with the simple statement that the present exchange rate 

did not give Western money its true value in Japan. 

Since neither side was ready to give in, the Treaty of Shimada (June 28, 

1854) said simply that: "It is agreed that ships of the United States resorting 
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to the ports open to them, shall be permitted to exchange gold and silver 

coin and articles of goods for other articles of goods under such regulations 

as may be temporarily established by the Japanese government for that pur­

pose." 13 The treaty neither permitted Westerners to have Japanese money, 

nor set any exchange rate for the dollar. The Japanese text even left out the 

word "temporarily," thereby implying that the bakufu could deal with the 

Americans as it did with the Dutch and Chinese at Nagasaki. 14 

The United States was quite unhappy with the "temporary" state of 

affairs, and there were numerous complaints from naval personnel in Japanese 

waters that trade was not proceeding smoothly. In 1856, therefore, Townsend 

Harris was sent to Japan to negotiate a new commercial treaty and obtain a 

better coinage exchange system. Harris was not given precise instructions on 

the coinage exchange question, but was to negotiate according to his "experi­

ence in business and general knowledge of Eastern character." Implicit in this 

remark was the traditional Western feeling that the bakufu was an unreliable 

and antiforeign despotism determined to twist any coinage exchange system 
to its own selfish ends. 15 

Harris immediately sided with Admiral Perry. Within a month of his 

arrival he wrote to the local Nagasaki officials to "insist on our money being 

taken at its proper value," and called for the exchange of five hundred dollars 

on a weight for weight basis. 16 When the officials turned down his request, 

Harris personally protested to two men named Inoue Kiyonao and Okada 

Tadahiku. He said that the bakufu could not lose money by the three-ichibu 

per dollar rate since it could always melt down the Western silver received and 

make it into the same number of iclzibu. He offered to let the bakufu deduct 

five per cent of the total for recoinage expenses, to make sure that it would 
not suffer any loss. 17 

Inoue and Okada were struck by Harris's logic. In a memorandum to the 

bakufu dated October 12, 1856, they said that they did not see how the bakufu 

could lose money if it always ended up with the same number of iclzibu as it 

started with. One might argue that the bakufu seals and the use of the gold 

denominational unit gave the ichibu a special advantage within Japan, yet this 

advantage vanished once the foreign trader took his ichibu overseas. In view 

of the many demands that the foreigners were making for greater diplomatic 

privileges, better trade facilities, and permanent residence rights, it might be 



17 

well to concede the coinage question without any further fight. Inoue and 

Okada said that they would welcome such a concession, for Townsend Harris 

had exhausted so many of their coinage arguments that they no longer knew 

what to say. 18 

Meanwhile Harris kept pressuring the bakufu. On December 9, 1856, he 

persuaded the Russian Commander Poissiet to pay all bills at the three-ichibu 

per dollar rate, depositing the additional money that would have been required 

at the one-ichibu rate in his safe pending a final settlement of the currency 

question. "I am much pleased with this," wrote Harris of Poissiet's coopera­

tion, "as it will greatly strengthen my demands for an adjustment of the ques­

tion." 19 Sure enough, on January 25, 1857, Inoue and Okada were told that 

they might agree in principle to a weight for weight exchange, providing only 

that the two men were sure that the bakufu did not suffer any "loss." Inoue 

and Okada were also given permission to manufacture paper notes for coinage 
exchange if they wished. 20 

While the bakufu did not specify what it meant by a "loss" in a weight 

for weight exchange, it clearly referred to the fact that the iclzibu contained 

twenty per cent more silver per ounce than the Mexican silver dollar. On Feb­

ruary 25, 1857, therefore, Inoue and Okada agreed to exchange dollars for 

an equal weight of ichibu provided that the Japanese could deduct twenty­
five per cent of each transaction for recoinage expenses. The twenty-five per 

cent figure was not an unreasonable request, representing as it did the twenty 

per cent difference in bullion quality plus the five per cent recoinage charge 

that Harris had already offered. Yet Inoue and Okada never appear to have 

explained their position to Harris very clearly, and their refusal to allow 

Harris to import foreign technicians to remint the coinage made their case 

seem all the weaker. 21 Even Harris's "good friend" Moriyama Yenosuke only 

succeeded in convincing Harris that the silver mint "appeared to be a pension 

plan for the whole Empire." 22 

Since he could not understand why the Japanese demanded such a high 

discount rate, Harris once again felt that he could use force to make his point. 

On March 3, 1857, he dramatically cleared the room of all but the most im­

portant officials and read a section from his original letter of instructions 

which said that "we will be sure to demand, in a way which they cannot re­

sist, privileges which we are entitled to." "The fluttering," Harris noted 
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in his journal, "was fearful, the effect strong," and within three days the 

bakufu had cut its demand from twenty-five to six per cent. Harris agreed to 
six rather than five per cent in return for concessions in other areas,_ and on 
June 17, 1857, a preliminary Treaty of Amity and Commerce was signed 

providing for a weight for weight exchange less six per cent for recoinage 

expenses. 23 

Since it had been jO thoroughly defeated in its {irst attempts to negotiate 
. · h t the bakufu quickly moved to a new approach. a fair comage exc ange ra e, . . 

1857 b k f fficial named Mizuno Tadanon signed a new 
By October I 7. • a a u u 0 1 . 

. . . 11 IJ t ·I 1 1 y in Nagasaki. Under the terms of thas treaty wa th the sm.1 u c 1 co OJ _ . . . 
. . 1 11 . still In hC' lnuled lor one stlver tcluhu. 

treaty. the Mex1can s11Ve1· < o .tr was· ~ • 
instead of ao.:lually handing nvc•· llw coins, h<>W<~VCJ". the bakutu planned to 

give a spr:.cjaJ kind olpaper note to both Japanese and Western merchants; this 

note could be passed back and forth in trade, but could only be redeemed in 

.the currency of the merchant presenting the note for redemption. Since the 

Dutch treaty was never ratified, it is not particularly important. Yet it marks 
the first time that the bakufu agreed to sponsor a paper note, and shows that 
the bakufu would still demand the one-dollar per ichibu rate whenever it dared 
to do so. 24 

While the bakufu did not attempt to suggest a one-ichibu per dollar ex­
change rate during the second round of negotiations with Townsend Harris, 

it did try to keep the Western and Japanese monetary systems separate. Under 

the bakufu's new plan, Western merchants would pay for their purchases with 
Western money and Japanese with Japanese gold and silver currency; there 
would be no coinage exchange, no recoinage fee, and no restrictions on export­
ing Japanese gold and silver coinage overseas. In this way the bakufu hoped 
that it could transfer whatever loss was involved in coinage exchange on to 
the merchants engaged in foreign trade. Sure that the Japanefle would not 

W t the bakufu did not believeth want to buy many things from the es • at the 
. h Japanese money, or that much Western merchants would recetve muc gold 

and silver would be exported overseas. 25 , . 
. . d be "delighted w1th the pr While Townsend Hams professe to Oposals 

which "represented all that I have ever asked for,"26 he was actunlly afraid 
that Japanese merchants would not be used to Western money' Pilrt\l~ , 
if the Tokugawa bakufu did not pubHcly com}}}J.ll" tl;''l ( 1 11 1 
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per dollar rate. He therefore forced the Japanese to agree that American and 

Japanese merchants could use whatever currency they wished, instead of just 

their own money, and made the bakufu agree to exchange the Mexican silver 

dollar for its equal weight in ichibu during the first year of trade in any new 

treaty port. 27 

In reply to the bakufu query as to whether or not the amended exchange 

s'vsltem ,J(I,;ouJ.d J.ea.d to .coinage speculation, Harris said: "No foreigner will come 
t~ Japan for the purpose of buying gold and sil'V·er, because gold 3nd sil'n:~r do 

not benefit a country, but a foreigner could make large profits by buying 
camphor, tea, lacquerware, copper and textiles and exporting them to foreign 
countries.'' 28 Here Harris may have been echoing President Fillmore's state­
ment that the United States produced more gold per year than it could use. 
More likely he simply had a naive view of trade that made it impossible for 
him to see that foreigners would buy gold and silver whenever they could 
profitably do so. 

Harris's mention of copper profits helps explain why he consented to a 

ban on the export of Japanese copper coinage. Ever since Tokugawa Nariaki 

had been made chief of the bakufu defenses in 1853, the bakufu had been 

worried lest it lack the copper necessary to manufacture Western cannon. 
Buddhist pressure forced the bakufu to abandon the idea of melting down 
copper religious articles, but additional controls were put on the sale of copper 
manufactured goods, and the copper monopoly (doza) was given more·power. 

In the treaty negotiations, the bakufu indicated that it wished to extend these 

controls to Western trade, and require all copper sales to be cleared through 

bakufu officials.29 

While willing to limit the sale of raw copper, Townsend Harris would not 

brook any bakufu interference in the free exchange of manufactured goods. 

He thus consented to a ban on copper coins and said that the bakufu need 

only offer raw copper for sale when there was a surplus, but insisted that the 

bakufu permit copper manufactured goods to be exported. 30 The bakufu 

agreed to these proposals because it did not believe that the Japanese would 

sell manufactured goods to the West, 31 and the final Treaty of Amity and 

Commerce (July 29, 1858) said: 
All foreign coinage shall be current in Japan and pass for its corre­

sponding weight of Japanese coin of the same description. Americans 
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in his journal, "was fearful, the effect strong," and within three days the 

bakufu had cut its demand from twenty-five to six per cent. Harris agreed to 

six rather than five per cent in return for concessions in other areas, and on 
June 17, 1857, a preliminary Treaty of Amity and Commerce was signed 

providing for a weight for weight exchange less six per cent for recoinage 

expenses. 23 

Since it had been so thoroughly defeated in its first attempts to negotiate 

a fair coinage exchange rate, the bakufu quickly moved to a new approach. 

By October 17, 1857, a bakufu official named Mizuno Tadanori signed a new 

treaty with the small Dutch colony in Nagasaki. Under the terms of this 

treaty, the Mexican silver dollar was still to be traded for one silver ichibu. 

Instead of actually handing over the coins, however, the bakufu planned to 

give a special kind of paper note to both Japanese and Western merchants; this 

note could be passed back and forth in trade, but could only be redeemed in 

the currency of the merchant presenting the note for redemption. Since the 

Dutch treaty was never ratified, it is not particularly important. Yet it marks 

the first time that the bakufu agreed to sponsor a paper note, and shows that 

the bakufu would still demand the one-dollar per ichibu rate whenever it dared 

to do so. 24 

While the bakufu did not attempt to suggest a one-ichibu per dollar ex­

change rate during the second round of negotiations with Townsend Harris , 
it did try to keep the Western and Japanese monetary systems separate. Under 

the bakufu's new plan, Western merchants would pay for their purchases with 
Western money and Japanese with Japanese gold and silver currency; there 

would be no coinage exchange, no recoinage fee, and no restrictions on export­

ing Japanese gold and silver coinage overseas. In this way the bakufu hoped 

that it could transfer whatever loss was involved in coinage exchange on to 

the merchants engaged in foreign trade. Sure that the Japanese would not 

want to buy many things from the West, the bakufu did not believe that the 

Western merchants would receive much Japanese money, or that much gold 

and silver would be exported overseas. 25 

While Townsend Harris professed to be "delighted" with the proposals 

which "represented all that I have ever asked for," 26 he was actually afraid 

that Japanese merchants would not be used to Western money, particularly 

if the Tokugawa bakufu did not publicly commit itself to the three-ichibu 
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per dollar rate. He therefore forced the Japanese to agree that American and 

Japanese merchants could use whatever currency they wished, instead of just 

their own money, and made the bakufu agree to exchange the Mexican silver 

dollar for its equal weight in ichibu during the first year of trade in any new 

treaty port. 27 

In reply to the bakufu query as to whether or not the amended exchange 

system would lead to coinage speculation, Harris said: "No foreigner will come 

to Japan for the purpose of buying gold and silver, because gold and silver do 

not benefit a country, but a foreigner could make large profits by buying 

camphor, tea, lacquerware, copper and textiles and exporting them to foreign 

countries." 28 Here Harris may have been echoing President Fillmore's state­

ment that the United States produced more gold per year than it could use. 

More likely he simply had a naive view of trade that made it impossible for 

him to see that foreigners would buy gold and silver whenever they could 

profitably do so. 

Harris's mention of copper profits helps explain why he consented to a 

ban on the export of Japanese copper coinage. Ever since Tokugawa Nariaki 

had been made chief of the bakufu defenses in 1853, the bakufu had bee~ 

worried lest it lack the copper necessary to manufacture Western cannon. 

Buddhist pressure forced the bakufu to abandon the idea of melting down 
copper religious articles, but additional controls were put on the sale of copper 

manufactured goods, and the copper monopoly (doza) was given more·power. 

In the treaty negotiations, the bakufu indicated that it wished to extend these 

controls to Western trade, and require all copper sales to be cleared through 

bakufu officials. 29 

While willing to limit the sale of raw copper, Townsend Harris would not 

brook any bakufu interference in the free exchange of manufactured goods. 

He thus consented to a ban on copper coins and said that the bakufu need 

only offer raw copper for sale when there was a surplus, but insisted that the 

bakufu permit copper manufactured goods to be exported. 30 The bakufu 

agreed to these proposals because it did not believe that the Japanese would 

sell manufactured goods to the West, 31 and the final Treaty of Amity and 

Commerce (July 29, 1858) said: 

All foreign coinage shall be current in Japan and pass for its corre­
sponding weight of Japanese coin of the same description. Americans 
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and Japanese may freely use Foreign or Japanese coin, in making pay­
ments to each other. As some time will elapse before the Japanese will 
be acquainted with the value of foreign coin, the Japanese Government 
will for the period of one year after the opening of each Harbor, furnish 
the Americans with Japanese coin in exchange for theirs, equal weights 
being given, and no discount taken for recoinage. 32 

Similar clauses were incorporated in the British, French, and other foreign 

treaties. 
The final settlement represented a mishmash of Western and Japanese 

ideas on the coinage exchange problem. While the bakufu wished to have the 

Westerners use their own money wherever possible, it was unlikely that West­

erners would do so when they knew that they could have Japanese money 

for the asking; the bakufu would thus be forced to exchange dollars for 

iclzibu containing twenty per cent more silver bullion, and it would not be 

able to collect a coinage exchange fee. Worst of all, the Japanese willingness 

to allow the export of gold and silver coins, which was meant to make it pos­

sible for the Western and Japanese coinage systems to remain separated, was 

now grafted onto Townsend Harris's proposal that the Westerners use Japanese 

money. Whatever profits the Western merchants could make by speculating in 

the markedly different Tokugawa gold and silver currency systems could now 

be legally exported to the West. 

Certain bakufu officials were quick to see the defects in the 1858 treaty. 

The treasury commissioners (kanjo bugyo), for example, pointed out that 

Western silver was not as pure as Japanese silver, and that a weight for weight 

exchange would therefore force the bakufu to hand over more silver than it 

got in return. The kanjo bugyo also noted that the bakufu had an annual de­

ficit of 738,000 ryo of gold and 13,900 koku of rice between 1853 and 1858.33 

After predicting that future deficits would get even larger as expenses for 

treaty port construction and defense increased, the kanjo bugyo went on to 

suggest that the bakufu raise additional revenue by the traditional debasement 

method. Under their plan, the bakufu would cut the percentage of gold in the 

koban and gold bullion ichibu from fifty-six to thirty-nine per cent, and also 

mint a new nislzu (two shu) coin containing the same percentage of silver as 

the Mexican silver dollar. The bakufu could thus balance its budget while 

avoiding a loss of bullion in foreign trade. 34 
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Although fully aware of the fact that Japan's 1:5 gold-silver ratio made 

it possible for foreigners to buy Japanese gold cheaply and export it to the 

West, the kanjo bugyo did not see how the problem could be solved without 

serious social disruption. Changing the ratio from 1:5 to 1: 15 by increasing 

the price of gold, they said, would make gold coins too expensive for the 

bakufu to mint them for profit. Changing the ratio by decreasing the price of 

silver, on the other hand, would encourage the yamashi to sell bullion illegally 

on the open market, and might lead to an inflation which would "greatly up­

set our subjects." All that could be done, the kanjo bugyo concluded, was to 

keep the present gold-silver ratio, and simply try to limit the sale of gold to 

the foreigners.35 

Mizuno Tadanori and the foreign affairs commissioners (gaikoku bugyo) 

disagreed. Debasing the coinage system once again, they said, would only in­

crease the buying power of Western money in Japan, and bring on a serious 

inflation. Instead the bakufu should adopt a Western kind of currency system 

and lower the buying power of the Mexican silver dollar. To this end the 

gaikoku bugyo proposed that the bakufu increase the percentage of gold in 

the koban and gold bullion iclzibu to the Western level of eighty-five per cent, 

but cut the total weight of these coins enough to make a twelve per cent 

profit. They also suggested that the percentage of bullion in the silver ichibu 

be reduced to the level of the dollar, and that its nominal value be changed 

from one bu to five momme. In this way the Mexican silver dollar would be 

traded for silver instead of gold, and the dollar's buying power would be cut 

to the fifteen-momme or one-ichibu rate that the bakufu had always con­

sidered proper. 36 

The gaikoku bugyo were aware of the fact that it would cost a great 

deal of money to cut the denominational value of the ichibu by two-thirds, 

particularly when bullion was scarce and the bakufu was depending on coin­

age debasements to provide badly needed new revenue. Yet they felt that any 

other course of action would be fatal to the political fortunes of the bakufu. 

Switching to Western bullion levels and reducing the buying power of the 

dollar, they said, would eliminate disputes on coinage exchange, protect 

Japan's gold coinage by automatically changing Japan's gold-silver ratio from 

I: 5 to 1: 15, and allow the bakufu to get badly needed revenue through a 

profitable foreign trade. Failure to improve the sadly debased ichibu, on the 
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other hand, would bring disputes with foreigners, heavy trade losses, and a 

very serious inflation.37 

After extended debate, Ii Naosuke announced a compromise plan on 

June 28, 1859. In accord with the proposals of the kan/o bugyo, Ii cut the 

weight of the koban and gold bullion iclzibu from three momme (.39 ounces) 

per ryo to 2.4 momme (.31 ounces) per ryo, and the percentage of silver in 

the chogin from twenty-seven to thirteen per cent. Ii also minted a silver 

nishu coin of the same fineness as the Mexican dollar to exchange with the 

dollar. In keeping with the gaikoku bugyo proposals, however, li made the 

weight of this nishu coin so great that it dropped the nominal value of the 

Japanese money given in a weight for weight exchange with the dollar from 

three ichibu to one. Appropriately enough, Ii's compromise thus followed 

the kanjo bugyo recommendations for domestic affairs, and the gaikoku 

bugyo recommendations for foreign currency exchange. 38 

When the British Minister Sir Rutherford Alcock saw the new coin, he 

began to worry that the one-ichibu per dollar exchange rate would make 

foreign trade impossible. The new coin, Alcock reported, "seems a strange 

contrivance either for levying a tax of 200% on foreign trade, or for preserving 

their gold which has hitherto borne a relative value of 5 to 1 in Japan instead 

of, in round numbers, I 5 to 1 as in Europe. Certainly if both these measures 

could be attained by the measures adopted it would be a triumph of financial 

skill. But its effect on our trade is too fatal, and the treaty thus interpreted 

would remain a dead letter. ,39 In answer to bakufu assertions that the 185 8 

treaty did not prevent the Japanese from minting new coinage, Alcock said 

that the treaty outlawed all interference in free trade. The new coin, he said, 

obstructed foreign trade because it was only meant to be used by foreigners. 

Domestic factors also worked against the nishu. The new coin was so 

expensive to mint that it rapidly exhausted the bakufu's silver reserves. Not 

enough coins were available to meet the large demand for foreign trade, with 

the result that the bakufu either had to give out paper notes, as it did in Naga­

saki, or else cause absolute chaos by mixing debased ic!zibu and heavy nishu 

into the same weight for weight exchange. 40 Worst of all, the nislzu contained 

so much silver bullion that it consistently traded on the open market for more 

than its stated denominational value.41 Saddled with a coin that brought angry 

foreign protests, was expensive to mint, and did not bring down the value of 



the dollar as expected, the bakufu quickly withdrew the heavy nishu on 

August 8, 1859, only one month after it first appeared on the market. 
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The bakufu then tried to avoid exchange by getting the dollar used in 

all foreign trade transactions. Edicts were is~ued ordering the dollar to be 

accepted at the three-ichibu rate, and the dollar was even stamped with seals 

saying that it was equal to three ichibu. 42 The supply of ichibu was limited, 

and only enough Western money was exchanged to meet the personal, as 

opposed to business, needs of the Western community. In marked contrast 

to the situation in China, however, the Mexican silver dollar was not very 

popular in Japan, where it was either accepted at a discount, or else failed 

to circulate at all. Touring the shops at Yokohama, one British diplomat 

discovered that: "As soon ... as the Japanese merchant understood that he 

would be paid in dollars, he feared that the wind would be contrary to the 

junks coming from Yedo, and he did not know when delivery could take 

place. When, however, he was assured that he should be paid in itzeboos, he 

felt confident that the wind would not prevent the junks from coming in 

time for him to keep his word." 43 

Nor were the British sure that they wanted the dollar to circulate. As 

the same diplomat put it: "Among our merchants the conviction seems to be 

general, that by having the dollar as a current coin, all trade will be impossible; 

for although the Japanese are indeed obliged to accept it, they do so with re­

luctance, and the government will succeed in gaining its favorite point-of 

having one kind of coin current among the Japanese, and another for all 

transactions between Japanese and foreigners." 44 In order to hold the bakufu 

to its treaty obligations and permit trade to continue, then, both Alcock and 

Townsend Harris felt that they had to force the bakufu to resume formal 

coinage exchange. 45 

Townsend Harris accompanied his threats with a plan. If the bakufu was 

worried about a shortage or loss of bullion from coinage exchange, why not 

use Mexican silver dollars as bullion? In this way the bakufu could keep its 

own coinage separate from Western silver, neither using its limited bullion sup­

plies nor having to hand over ichibu containing more silver than the dollars 

that it got in return. The Western merchant would be able to get the silver dol­

lars that he needed to carry on business, while the value of the dollar would 

automatically return to the three-ichibu per dollar rate that the Western 
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diplomats thought was proper. Although the bakufu would have to pay the 

recoinage fees out of its own pocket, that seemed a small price to pay for 

settling the coinage exchange question and ending foreign protests.46 

On September 12, 1859, the bakufu accepted Townsend Harris's proposal, 

and agreed to melt down twenty thousand dollars a day and make them into 

eighty thousand ichibu. Western merchants would apply in writing for per­

mission to have their do11ars converted into ichibu, each merchant agreeing 

to request no more than five thousand dollars a day. Individual amounts would 

be decided by exchange house officials in ways that were not clearly spe11ed 

out, and the new coins would contain exactly the same percentage of silver as 
the Mexican silver do11ar. 47 Indeed the new ichibu were soon known popularly 
as dorogin or "dora silver," dora being a convenient homophone that implied 
both the Japanese pronunciation of the word dollar, and the native word for 

mud. 48 

The bakufu decision to melt dollars into ichibu appeared to settle the 

long argument over the proper value of the Mexican silver dollar in Japan. Now 

every gold and silver coin in the Tokugawa monetary system had been debased 

at rates which could not help but bring the bakufu a large amount of badly 

needed revenue. The bakufu had been forced to accept the Western contention 

that bullion weight alone should govern coinage exchange, and large amounts 

of debased ichibu were at last ready for equal exchange with the dollar. By a 

combination of threats, logic, and promises, the Western diplomats had at last 

succeeded in getting the kind of coinage exchange system that they had been 

seeking ever since Admiral Perry's second visit to Japan in 1854. 



Chapter III 

THE TREASURE TRADE 

Just when the exchange problem appeared to be solved, a wave of coin­

age speculation forced the bakufu to reopen the entire question. Incredibly 

enough, neither the Western diplomats nor the bakufu appear to have anticipa­

ted the fact that unusually high-priced silver in Japan allowed Western mer­

chants to buy gold and copper cheaply. Townsend Harris appeared to sincerely 

believe his 1858 statement to the bakufu that "No foreigner will come to 

Japan for the purpose of buying gold and silver, because gold and silver do 

not benefit a country," while Rutherford Alcock, for reasons that are not 

clear, was sure that the conversion of dollars into dorogin or cheaper bullion 

ichibu would eliminate speculation in gold. 1 As for the bakufu, it got a clear 

warning from the treasury commissioners as early as 1858 that speculation 

could take place. Possibly it believed Harris's words of advice. Probably it 

hoped that the short-lived good quality nishu would lower the buying power 

of the dollar to the point where speculation would not be possible. Certainly 

it was unprepared for the run on Japanese gold and silver that took place in 

the summer of 1859.2 

Copper speculation was immensely profitable. Since the Mexican silver 

dollar bought 1 200 cash in China while three silver ichibu traded for over 

4,800 mon in Japan, it was obvious that the three-iclzibu per dollar exchange 

rate gave the Mexican silver dollar a higher copper price in Japan than it nor­

mally had. Even the debased tempo tsiiho seemed cheap to the foreigners; 

the British consul at Hakodate, for example, reported that although gold and 

silver "were kept by the Lords," the Mexican silver dollar could usually buy 

fifty-two tempo tsiiho in 1859 and forty-six in 1860, enough for a two to 

three hundred per cent profit. 3 These prices roughly corresponded to a market 

price of 6,600 mon of copper per ryo, or 1650 111011 per ichibu. They reflected 

the fact that copper coins had been so overissued that even the tempo tslilzo 
could be profitably bought by Westerners. 

Since the 1858 treaty banned the export of copper coins, many mer­

chants had to sneak their purchases out past the Japanese customs officials. 

More law-abiding citizens took advantage of the fact that the 1858 treaty 
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allowed the free export of copper manufactured goods. Soon a wide variety 

of weirdly shaped copper vases, tools, and statues was being shipped overseas. 

In desperation, the bakufu ordered all copper to be sent through an Edo 

wholesaler (tonya) before being shipped to Yokohama. It cut the Dutch and 

Chinese quotas from 100,000 kin (6.6 tons) in 1859 to 93,000 kin (6.1 tons) 

in 1860, and 42,000 kin (2.8 tons) in 1865. After 1866 it eliminated all cop­

per shipments to China, thus ending one of the longest and most important 

foreign trade contracts that had existed in Tokugawa Japan. 4 

Efforts to ban copper sales to Great Britain and the United States 

created a good deal of bad feeling. The bakufu first protested against the ex­

port of "manufactured goods" on August 12, 1859, only to be told that such 

trade was perfectly legal. When a great fire destroyed the bakufu castle in Edo 

the bakufu announced on November 14, 1859 that it could not sell any more ' 

copper to the West since rebuilding the castle would require all of the available 

supplies. The bakufu also claimed the right to ban all sales of copper manufac­

tured goods, on the grounds that manufactured goods were really only raw 

copper in a more sophisticated form.5 The bakufu position was not without 

merit, since it had traditionally claimed the right to extend controls over 

manufactured goods and previous coinage issues when precious metal was 

scarce. Yet common sense and the 1858 treaty made a clear distinction be­

tween raw copper and copper manufactured goods, and soon the Western 

diplomats were protesting against what they regarded as an i11egal trade restric­
tion. 

Since an equal weight of pre-1859 ichibu contained up to twenty per 

cent more silver than the dollar, speculation in silver was also possible. Some 

Japanese scholars have pointed to the export of silver from Japan in 1869 as 

proof that such speculation took place, but more likely the silver exports 

simply represented the fact that the Japanese had an unfavorable trade balance 

during that year. 6 As already noted, the bakufu was sufficiently aware of the 

problem to mint dorogin silver ichibu at the same fineness as the Mexican 

silver dollar, and use this coin in exchange. More important, few foreign mer­

chants wanted to use the hard-to-get iclzibu to make a profit of only twenty 

per cent. They preferred to make much greater profits by buying Japanese 

tea and silk, or by speculating in Japanese gold coinage. 
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Gold speculation took place because Japan's gold-silver ratio was only 

1:5, or one-third the Western 1: 15 rate. Western merchants could thus bring 

in fifteen ounces of Mexican silver dollars, use this to buy three ounces of 

Japanese gold, and sell that gold in the West for forty-five ounces or three 

times their original investment. To put it in figures: 

15 ounces of silver at I: 5 = 3 ounces of gold 

3 ounces of gold at I: 5 = 45 ounces of silver 

Since the 1858 treaty required the bakufu to supply ichibu yet permitted the 

export of gold coins, such speculation was obviously easy, legal, and profit­

able. 7 

TI1e bakufu first became aware of the dangers of foreign gold speculation 

when the Nagasaki town magistrates (Nagasaki bugyo) reported that foreigners 

were buying gold. By June 20, 1859, the bakufu had forbidden Edo exchange 

houses to sell gold to the foreigners, 8 and by July 8, 1859, only one 

week after the official opening of the treaty ports, it had given the following 

notice to village headmen: "Since the port of Kanagawa was open to foreign 

trade, the foreigners resident there have desired to get both old and new 

koban, so that the value of goods purchased with this coin has gone up 

especially high ... If this continues, all the gold in the country will be sent 

overseas thereby hurting Japan. The headmen in each street should call the 
attention of the people in their streets to this matter." 9 

Unfortunately for the bakufu, few people were prepared to obey its 

edicts. Joseph Heco noted that many merchants used to sneak gold into 

Yokohama under their shirts so that the bakufu guards would not see them, 10 

while Lieutenant James D. Johnston of the United States Navy reported that: 

"The sale of these coins to foreigners was prohibited by an Imperial decree, 

but this did not appear to have the slightest effect. except to produce an 

extensive illicit traffic in them, the Japanese merchants evincing the greatest 

anxiety to get rid of their gold on what they regarded as exceedingly favor­

able terms-receiving seven, eight, nine, and ultimately twelve silver itzebus 

for the cobang, a coin whose value to them, as fixed by the government, was 

only four." II Even Fukuzawa Yukichi, who at that time was employed by 

the bakufu, admitted that he advised his friends to speculate in gold, and was 

handsomely rewarded as a result. 12 
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Since the Japanese merchants were willing to sell their gold, the Western 

merchant had only to worry about getting enough ichibu to trade. Some mer­

chants began to threaten or bribe the Japanese officials in hopes of getting 

more than their share of the limited number of ichibu available. Others sub­

mitted elaborate petitions full of false names and enormous figures. In Octo­

ber 1859, Thomas Eskrigge applied for three hundred and fifteen million 

dollars on behalf of Messers Bang, Rake, Nelly, Smell-bad, and No-nose, and 

then, obviously in need of more funds, sent in a petition for sixty million 

dollars. Another petition simply said, "Please change for me today 

$250,000,000 and much oblige." This note was signed by Benjamin Telge, 

one of the men whose earlier difficulties in procuring adequate supplies of 
ichibu had induced Alcock to protest to the bakufu on his behalf. 13 

Soon the situation was out of hand. A senior officer of the Powhatan, 

Admiral Perry's old flagship, resigned his commission on the spot in order to 

make his fortune, only to find himself accused of using the influence of the 

United States government to get more iclzibu than the ordinary merchant 

could. 14 The British also accused the consuls of other countries of unfairly 

mixing business with official duties, and there were dark mutterings of bribery 

and intrigue. 15 Above all, there was a constant clamor of merchants waiting 

at the exchange house to get their dollars changed into iclzibu. "It was quite 

as amusing to observe the imperturbable gravity and precision with which the 

unmoved officials weighed the coin," Lieutenant Johnson later recalled, "as 

to hear the absurd and ludicrous names invented by the excited applicants. "16 

Frightened by the run on gold and copper, the bakufu quickly reopened 
the whole coinage exchange question. On November 14, 1859, the bakufu 

told the Western diplomats that their merchants had violated the September 

12 exchange agreement by submitting requests for more than $5,000 apiece, 

and added that the false names, threats, and fantastic sums were incompatible 

with dignified trade relations. Later the Japanese said that they could not 

meet with the Western diplomats because the problems caused by the fire in 

the shogun's castle at Edo made them terribly busy. When combined with 

the restrictions on copper which were announced at the same time, the bakufu 

in effect claimed the right to stop all coinage exchange. Very little money 

changed hands during the next month, and little or no foreign trade was carried 
I 7 on. 
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Alcock greatly annoyed the foreign community by initially siding with 

the Japanese. Taking a most unusual view of Japanese history, he warned the 

British consul in Yokohama that: "Every effort must be made to allay the 

irritation and alarm of the Japanese government at the shipment of their 

gold currency. It was this, I believe, more than the religious quarrels and en­

croachments which led 200 years ago to the total expulsion of the Spanish 

and Portuguese, and to the long isolation of Japan from Western nations. We 

are threatened by the same dangers now, by persons wholly regardless of 

what might happen if they can only secure their own temporary advantage." 18 

Later in the dispatch Alcock claimed that "an inquiry into these facts has 

only tended to prove how much Foreigners in a marked degree have them­

selves to blame." 19 

Alcock's dispatches and the offending petitions eventually became part 

of a special Parliamentary Paper which, although it was titled "The Stoppage 

of Trade by the Japanese Authorities," actually condemned the Western mer­

chant community. Alcock was unsure whether public censure would have 

much effect on "twenty men of all classes and diverse nations who believe 

that in this distant comer of the world they are safe from exposure." Lord 

Russell's secretary, however, was more hopeful. In a letter to the London 

office of the East India and China Trading Association, the secretary, deli­
cately choosing his words, hoped that "the whole weight of the commercial 

influence of this country can be brought to bear on a state of things which is 

at once discreditable to the British name, and incompatible with the success­

ful prosecution of trade in Japan." 20 

Yet neither Alcock nor Harris could tolerate the total suspension of 

foreign trade for very long. For one thing, neither man seems to have realized 

that the Japanese faced a very serious shortage of bullion. No doubt they 

knew that copper exports had traditionally been one of the major items of 

export in the Dutch trade. Quite possibly they were influenced by the official 

narrative of Admiral Perry's expedition to Japan which, after describing rich 

mines and coal supplies, went on to report that "An old Spanish writer of 

the 17th century tells us that in his day, the palace of the Emperor at Jeddo, 

as well as many houses of the nobility, were literally covered with plates of 

gold." 21 By 1859, Alcock and Harris knew that the bakufu, not the emperor, 

controlled Japan from the palace at Edo. Yet they still seemed to believe that 
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Japan was a veritable El Dorado, rather than a country that had long been 

forced to debase its monetary system because of inadequate bullion supplies. 

If bullion was not available, it was only because the bakufu was too 

weak to control the actions of the antiforeign daimyo. By December 1859, 

Harris had come to feel that these daimyo were "the government de facto 

of Japan, " 22 while Alcock felt that: "They have but to will it, for instance, 
to prevent coal being either worked or dispatched to their ports. The coal 

mines are all their property, so far as I can learn. So of copper, lead, silver, 

and all the other sources of mineral wealth, in which there is good reason 

in believing that the country abounds. Although they may not all be in their 
possession, yet their influence will always suffice to prevent their being 

worked to advantage, or for the benefit of foreign trade. " 23 Alcock added 

that hostile daimyo also prevented the Mexican silver dollar from circulating 
outside of the treaty ports. 

Finally, Alcock and Harris thought that the bakufu could easily solve 

the speculation problem by adjusting its bullion levels to Western standards. 
On August 8, 1859, Harris told the bakufu that: 

The value of your gold coin is lower than that of America and 
Europe ... If this valuation of gold is continued, your gold coin wiU 
be exported, in such quantities as to be inconvenient. 

As I am disposed at all times to do justice and act fairly, I have no 
objection to your increasing the value of your gold coinage, so that 
the old gold Kobang shall pass for three Kobangs, and the old gold 
Itzebu for three Itzebus. 24 

Even Lord Russell commented that "You should point out to the Japanese 

authorities that, to a certain extent, they have a remedy in their own hands, 

if they choose to assimilate the value of gold and silver to the values that 
they should relatively bear." 25 

Eventually Alcock and Harris began to wonder whether the bakufu 

wished to solve the coinage exchange problem at all. Given their rather simple 

analysis of the problem and their readily offered cures, the bakufu's reluctance 

to modify its monetary system and reopen coinage exchange could only seem 

to be part of a plot whereby the bakufu, in Alcock's words, "take care, under 

a flimsy veil of courtesy and good will, linked by a hundred acts of annoy­

ance, moreover, to render the ratified treaties null and void. "26 Similarly, 
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Townsend Harris wondered whether the bakufu's failure to solve foreign 

trade problems was not a reflection of its weakness in the face of opposition 

by the daimyo. "If war were once declared," he said, "the present govern­

ment would no longer be acknowledged by the foreign powers, whose agents 

would then only deal with the Mikado or Spiritual Emperor." 27 

Alcock's protests to the bakufu were so blunt that Lord Russell was 

later to remark somewhat wistfully that "it were to be wished that you had 

not threatened war. We run the risk ... of earning the reputation of quarrel­

ling with every nation in the East." 28 Yet Alcock's protests differed from 

those he wrote in early June. Whereas in June he had been worried about 

whether foreign trade could be carried at anything less than a three-ichibu 

per dollar rate, Alcock was now concerned with forcing the bakufu to meet 

its treaty obligation. Although aware that Western merchants could make 

profits at less than the official rate, he still wanted to hold the bakufu to the 

official rate until the 1858 treaty was revised. 

Even after the first year of trade had passed, therefore, Alcock got the 

bakufu to agree to a special and supposedly voluntary agreement renewed 

every six months whereby the bakufu exchanged $2,500 per month at the 

British Embassies at Yokohama and Edo, $1 ,000 per month at Hakodate and 

Nagasaki, $3 per day per naval officer, and $1 per day per enlisted man.29 

Since this gave the British Embassy personnel more ichibu for their dollars 
than they could have obtained for them on the open market, the special 

exchange rate was occasionally criticized by government officials in England, 

only to be defended on the grounds that it was a voluntary agreement that 

helped the Embassy while keeping up the supply ofichibu in the treaty ports. 30 

Even Sir Ernest Satow, who later regarded his participation in the special 

profits as "the most shameful thing I have ever done in my life," could not 

help but remark that "on a nominally small income it was consequently 

possible to keep a horse and drink champagne. " 31 

Alcock's insistence that the three-ichibu per dollar exchange rate be 

maintained for all customs duties and official payments also permitted the 

Western merchants to make profits. A merchant who bought three hundred 

ichibu worth of tea, for example, might pay one hundred and fifty dollars 

for his tea at a two-iclzibu per dollar market exchange rate, but only declare 

one hundred dollars worth of goods when paying export charges on his goods. 
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To illustrate: 

300 bu at 1 bu per dollar= 150 dollars 

300 bu at 3 bu per dollar= 100 dollars 

The difference between the real and assessed value of Japanese goods affected 
Western imports in the same way. A man selling Western textiles for three 

hundred ichibu need only declare one hundred dollars worth of goods, even 
though his stock was worth one hundred and fifty. In this way Japan's tariffs 
were kept particularly low, and the bakufu was deprived of badly needed re­
venue. 32 

Alcock and Harris were not concerned with the price of the dollar in 
private merchant transactions, since these did not involve the government 

and thus did not bring up the question of whether or not the bakufu Was ' 

living up to its treaty obligations. On July 17, 1860, therefore, the bakuru 
was at last able to announce that the dollar should be traded on the 0 e 

. - ·. ,33 Tl P n 
market for its "equivalent value w chogll:l. llW u~e of t)le Word C'll"• . 

ogzn 
'&-.%\.'l-,~\'i-,~o.1)t,,lor )1 show~· that the bakufu still recognized that the ichibu 

was a gold coin that took its value from its gold denominational seals rather 

than its silver bullion content. The bakufu still believed in the position that 
it took in 1854, in other words, even though it had since been forced to sign 
many treaties to the contrary. 

Japanese and Western merchants thereafter either decided exchange 

rates themselves, or else bought and sold currency through professional mo­

ney changers. Between 1860 and 1862, some twenty-five to thirty such mo­

ney changers operated in Yokohama, the most famous being the head of the 

Mitsui family's Yokohama dry goods store. After 1862 these men were for­

mally organized by a merchant named Hizenya Konosuke into a Western 

silver exchange house (yogin saba kaisho). Western banks such as the Oriental 

Bank Corporation, the Chartered Mercantile Bank of India, London, and Chi-

na, the Commercial Bank of India, the Central Bank of Western India d 
, an 

the Hongkong and Shanghai Banking Corporation also bought and sold 
dollars whenever they could profitably do so. 34 

Even the bakufu made profits on coinage exchange. In 1860 the Mitsui 

Yokohama store was appointed an official bakufu firm (goyosho) to buy and 

sell Mexican silver dollars. In 1860 a separate Western silver purchasing office 

(yogin kobai sho) was set up, but it soon failed when the Japanese merchants 
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found that they could get a better price for their dollars by selling to private 
money changers. 35 The bakufu then resumed trading through the Mitsui family, 

buying dollars whenever it wanted bullion. Since the dollar could be bought 

for two to two and one-half ichibu and then used to make three ichibu, such 

purchases formed a profitable way of minting silver bullion coins. The bakufu 

therefore minted over twenty-eight million ryo of dorogin ichibu between 

1859 and 1868. This was one and one-half times the amount of the previous 
iclzibu, and represented one of the largest amounts of coinage to be minted 
after 1859.36 

The charge that the bakufu deliberately manipulated the market value 

of the Mexican silver dollar for its own selfish purpose, however, is unfair. 

On August 6, 1862, a British merchant named J. H. Boyle answered Consul 
Vyse's inquiry as to why the Mexican silver dollar did not buy three silver 
ichibu by saying that: 'The later heavy imports of specie in payment of silk 
purchases, coupled with the well-known fact that the Japanese merchants 
are compelled to get their dollars exchanged into itzeboos, at once induced 

the Treasury to depreciate the dollar a further 1 0% within a few days, making 

in all a difference in profit of 30% on the dollar as compared with itzeboos 

"weight for weight." 37 Implicit in Boyle's comment was the common Western 

conviction that the bakufu was an awesomely powerful despotism. 
Actually the buying power of the dollar was more closely related to the 

ebb and flow of foreign trade than it was to any machinations of the bakufu. 

When Westerners bought Japanese goods, then Mexican dollars flowed into 

the treaty ports, eagerly sought ichibu, and created a surplus of Western mo­

ney that drove down the exchange rate of the Mexican silver dollar. When 

Japanese merchants bought foreign goods, then demand for the dollar rose, 

and its exchange rate increased. Japan's favorable trade balance, then, initially 

prevented the dollar from trading for three ichibu even when, as in the sum­

mer of 1859, the bakufu desperately wanted it to do so. Similarly, when 

Japan developed an unfavorable balance of trade after 1865, the dollar, de­

spite bakufu efforts, bought more than its own weight in ichibu. 38 

How, then, should we view the profits and losses involved in the "Treasure 

Trade"? According to Professor Yamaguchi Kazuo, 93,000 kan (400 tons) 

of copper zeni were exported between 1859 and 1868, or less than one-fiftieth 

of the zeni in circulation at the time. 39 Professor Ishii Takashi's figures are 
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To illustrate: 

300 bu at 2 bu per dollar = 150 dollars 

300 bu at 3 bu per dollar= 100 dollars 

The difference between the real and assessed value of Japanese goods affected 

Western imports in the same way. A man selling Western textiles for three 

hundred ichibu need only declare one hundred dollars worth of goods, even 

though his stock was worth one hundred and fifty. In this way Japan's tariffs 

were kept particularly low, and the bakufu was deprived of badly needed re­
venue. 32 

Alcock and Harris were not concerned with the price of the dollar in 

private merchant transactions, since these did not involve the government, 

and thus did not bring up the question of whether or not the bakufu was 

living up to its treaty obligations. On July 17, I 860, therefore, the bakufu 

was at last able to announce that the dollar should be traded on the open 

market for its "equivalent value in chogin. " 33 The use of the word chogin 

is significant, for it shows that the bakufu still recognized that the ichibu 

was a gold coin that took its value from its gold denominational seals rather 

than its silver bullion content. The bakufu still believed in the position that 

it took in 1854, in other words, even though it had since been forced to sign 
many treaties to the contrary. 

Japanese and Western merchants thereafter either decided exchange 

rates themselves, or else bought and sold currency through professional mo­

ney changers. Between 1860 and I 862, some twenty-five to thirty such mo­

ney changers operated in Yokohama the most famous being the head of the 
Mitsui famil • y ' 

Y s okohama dry goods store. After 1862 these men were for-
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found that they could get a better price for their dollars by selling to private 

money changers. 35 The bakufu then resumed trading through the Mitsui family, 

buying dollars whenever it wanted bullion. Since the dollar could be bought 

for two to two and one-half ichibu and then used to make three ichibu, such 

purchases formed a profitable way of minting silver bullion coins. The bakufu 

therefore minted over twenty-eight million ryo of dorogin ichibu between 

1859 and 1868. This was one and one-half times the amount of the previous 

iclzibu, and represented one of the largest amounts of coinage to be minted 
after 1859.36 

The charge that the bakufu deliberately manipulated the market value 

of the Mexican silver dollar for its own selfish purpose, however, is unfair. 

On August 6, 1862, a British merchant named J. H. Boyle answered Consul 

Vyse's inquiry as to why the Mexican silver dollar did not buy three silver 
ichibu by saying that: "The later heavy imports of specie in payment of silk 

purchases, coupled with the well-known fact that the Japanese merchants 

are compelled to get their dollars exchanged into itzeboos at once induced 
' the Treasury to depreciate the dollar a further 10% within a few days, making 

in all a difference in profit of 30% on the dollar as compared with itzeboos 

"weight for weight." 37 Implicit in Boyle's comment was the common Western 

conviction that the bakufu was an awesomely powerful despotism. 
Actually the buying power of the dollar was more closely related to the 

ebb and flow of foreign trade than it was to any machinations of the bakufu. 

When Westerners bought Japanese goods, then Mexican dollars flowed into 

the treaty ports, eagerly sought ichibu, and created a surplus of Western mo­

ney that drove down the exchange rate of the Mexican silver dollar. When 

Japanese merchants bought foreign goods, then demand for the dollar rose, 

and its exchange rate increased. Japan's favorable trade balance, then, initiallY 

prevented the dollar from trading for three ichibu even when, as in the sum­

mer of 1859, the bakufu desperately wanted it to do so. Similarly, when 

Japan developed an unfavorable balance of trade after 1865, the dollar, de­

spite bakufu efforts, bought more than its own weight in ichibu. 38 

How, then, should we view the profits and losses involved in the "Treasure 

Trade"? According to Professor Yamaguchi Kazuo, 93,000 kan (400 tons) 

of copper zeni were exported between 1859 and 1868, or less than one-fiftieth 

of the zeni in circulation at the time. 39 Professor Ishii Takashi's figures are 
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almost twice as high, but he quickly adds that copper exports never formed 

a very significant part of foreign trade as a whole.40 A copper shortage 

prompted the bakufu to tighten its copper controls, and may have been one 

of the reasons why zeni were further debased in the 1860's. Yet the total 

number of zeni in circulation did not decrease, nor did the market exchange 

rate for zeni ever fall below 6,000 zeni per ryo. Superficially at least, copper 

speculation did not affect the copper monetary system. 41 

Gold losses were hardly more significant. The usual estimate of 100,000 

ryo of gold exported in 1859 represents one-third of the legal mint issue of 

koban and gold bullion ichibu, and all but eliminated these two coins from 

common market transactions. Yet the gold loss was but a fraction of the 

nominal value of all the gold denominational coinage on the market. 42 Simi­

larly, the bakufu lost a good deal of money on customs receipts, but was 

able to make up its losses by buying dollars cheaply and using them to make 

ichibu. Embassy personnel may have had their extra glasses of champagne and 

individual merchants may have made their fortune in coinage speculation. Yet 

the actions of a few individuals could not have singlehandedly destroyed the 

monetary system of Japan. 43 

Rather one must view the Treasure Trade as but part of a larger process 

whereby the bakufu's traditional bullion monopoly was destroyed by the 

start of foreign trade. Significantly, neither Townsend Harris nor Rutherford 
Alcock ant· · · · 1 f ICipated this breakdown, nor could they, for all therr mora ervor, 
take steps to protect Japan's monetary system once foreign trade had started. 

The bakufu was also unable to outlaw profit taking or stop speculation short 
of waging w · l t" ar With the West. The short period of gold and copper specu a IOn 
that took pl . · · th ace m the fall of 1859 and the subsequent fluctuations m e 
buying pow f ' . t er 0 the Mexican silver dollar may not have been very Importan 
when measu d · · ·t . re m dollars and cents. Yet they forced the bakufu to revtse 1 s 
entire coinag · fl · . e system, and thereby helped bring on one of the worst m atlons 
m all of Japanese history. 



Chapter IV 

THE GREAT INFLATION 

By December 1859, Alcock's and Harris's protests had made it clear 

to the bakufu that it could not stop coinage exchange for very long without 

risking war, while practical experience suggested that even at the two to two 

and one-half ichibu per dollar rate Western merchants could make profits on 

gold and silver speculation. Worst of all, coinage speculation had already 

raised the price of a gold koban from four silver ichibu to eight. and inflated 

copper prices accordingly. The bakufu thus realized that the start of foreign 

trade had destroyed its traditional monopoly of precious metals and its unique 

coinage ratios. Only by radically changing the bullion content of its coins 
could it satisfy the Western diplomatic community, end coinage speculation, 

and maintain the traditional denominational values of the various coins with­

in its coinage system. 

As had happened in the spring of 1859, there was a renewed debate be­

tween those factions of the bakufu who wished to switch from a 1 :5 to a 1: 15 

gold-silver ratio by adding on to the bullion content of silver bullion coins, and 
those who wished to change the ratio by debasing the amount of gold. Once 
again Mizuno Tadanori and the gaikoku bugyo suggested a restoration, as 

they so cleverly put it, of Tokugawa silver bullion coins to their former 

levels, and the kanjo bugyo pointed out how impossible it was to follow 

Mizuno's plan. In the end bakufu finances and a shortage of available bullion 

dictated that Japan change her gold-silver ratio by debasing gold bullion coins 

for the second time within a year. 1 The debasement is known as the Man'en 

Currency Reform, and is one of the most significant in all of Japanese history. 

This time the Japanese made sure that the Western diplomats agreed 

with their coinage policies. Various officials visited the American, British, 

French, Dutch, and Italian ministers and explained to them the new coinage 

plan. Samples of the new coinage were also made available to the ministers 

before the coins appeared on the market. The conversations were unofficial, 

since no Western diplomat presumed to tell the bakufu how to run its coin­

age system. Yet one and all wished to avoid the misunderstandings that had 

led to the failure of the good quality nishu in the spring of 1859, and the 
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bakufu also wanted advice on how to end a coinage problem caused largely 

by the start of foreign trade. 2 

The Westerners did not agree with the Japanese plans until a compromise 

had been reached. In calculating the gold-silver ratio, the Westerners wanted 

to compare the gold koban to the ichibu minted before 1859 on the grounds 

that this was the dominant type of silver bullion coinage on the market. The 

bakufu, on the other hand, wanted to compare the koban to the more de­

based dorogin silver ichibu since this coin would one day be the dominant 

type of ichibu in circulation; the bakufu, in other words, wished to debase 

its gold coinage slightly more than the Westerners suggested, since it compared 

its gold to an inferior kind of silver bullion coinage. Though obviously in the 

right, the bakufu split the difference with the Westerners and did not debase 

its gold coinage quite as much as it wished to, in order to be sure of getting 

the approval of the foreign diplomats. 3 

Debasement took two forms. On February 18, 1860, the bakufu an­

nounced that previous koban and gold ichibu would be revalued in order to 

bring their denominational value in line with their actual bullion content. 

The revaluation was as follows: 

1 00 ryo of 1600 koban = 548 ryo 
100 ryo of 1695 koban = 378 ryo 
100 ryo of 1736 koban = 362 ryo 
I 00 ryo of 181 7 koban = 34 2 ryo 
100 ryo of 1837 koban = 338 ryo 
100 ryo of 1859 koban = 260 ryo4 

Some 625,000 ryo of new koban and gold bullion ichibu were also minted 

to define the new bullion content of the ryo. In keeping with the revised 

standards, the new coins weighed less than one-half as much as even the 
badly debased 1859 mint issue.s 

Subsidiary gold coins were debased even more. Between 1860 and 1868, 

the bakufu minted over fifty million ryo of gold nibu ("two bu") and three 

million ryo of gold nishu ("two shu") or almost one hundred times the nom­

inal value of the koban and gold ichibu mint issues~ese coins contained 

roughly ten per cent less gold per ryo than the koban, and further depreciated 

the value of the gold bullion coinage on the market. They actually made the 

ratio of the gold nibu to the silver ichibu I: 17, or slightly more than the 
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Western 1:15 ratio, but the difference was not great enough to encourage 

speculation in silver. Rather the decision to debase the gold coinage system, 

plus the growing shortage of koban, all but ended the possibility of specula­

ting in Japanese gold. 

Unlike previous coinage debasements, the bakufu did not try to make 

recoinage profits. Naturally the new coins cost a good deal less, and hence 

made it easier for the bakufu to meet its financial obligations cheaply. Yet 

the bakufu did not try to force older coinage issues off the market, nor did 

it set exchange rates for old and new coinage so low that people were forced 

to hand over more bullion than they got in return. The motivation for the 

gold coinage debasement seems to have been simply to adjust Japanese bul­

lion standards to world markets, or rather, to put it more accurately, to ad­

just the bullion content of the various gold coinage denominations to the 

actual price that they now had on the open market. In this sense the Man'en 

Currency Reform of 1860 was unique in Tokugawa monetary history. 

The Man'en Currency Reform also marks a fundamental redefinition 

of the ryo. Prior to 1860, the bakufu had argued that the value of a coin was 

determined more by an arbitrarily defined denominational value than by 

bullion content, and that all koban coins should buy the same regardless of 
weight: as already noted, the successful establishment of this kind of a fiat 

monetary system permitted the bakufu to make an enormous profit from 

coinage debasement. Now the bakufu not only forswore all profit, but even 

insisted that previous koban should buy much more than the latest mint 

issue. Once again the ryo had become a measure of bullion weight, as well 

as a simple denominational counter. 

Silver coinage was not officially debased, but actually declined in 
quality· The twenty-eight million ryo of dorogin silver icllibu minted since 
Harris's plan was adopted in September 1859, allowed that coin. rather than 

the pre-1859 issue, to become the dominant type of ichibu in circulation, 

thus reducing the actual silver content of the icllibu by close to twenty per 
cent. The I 02,907 kan (448 tons) of debased clzogin and mame-ita-[!in first 

ordered by Ii Naosuke in the spring of 1859 also gradually came into circula­

tion at this time. The iclzibu minted represented over twenty-eight times the 

legal value of the chogin and mame-ita-gin issues. clear evidence of the baku­
fu's primary concern with its gold coinage system. The mint figures also 
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foreshadowed a later decision by the Meiji government to eliminate the silver 
coinage system altogether. 7 

Copper coinage was debased somewhat more gradually. Brass and lead 

four-mon pieces were minted between 1860 and 1863, a debased copper four­

mon piece was put out after this time, and many more tempo tsi"iho were 

minted. 8 In 1864 the nominal value of the one-mon copper piece was in­

creased to four mon, the debased copper four-mon piece to eight mon, and 

the brass four-mon piece to twelve mon.9 The revaluations were the work of 

Oguri Tadamasa (1827-1868), an important bakufu official who advocated 

collaboration with the French. Oguri's changes were exactly parallel to those 

that took place in the gold coinage system. 10 

Oguri's motives are somewhat unclear. Lord Arbuthnot thought that 

the bakufu debased its copper coinage system so that the same number of 

zeni would be given for gold and silver bullion coins despite the debasements 

there, yet this is unlikely, since the tempo tsuho, which formed a major part 

of the copper coinage system, was not debased or revalued. 11 Possibly Oguri 

simply wanted to make coinage profits for the bakufu. More likely copper 

speculation forced the bakufu first to mint more debased zeni, and then to 

adjust their denominational values to bring them into line with the actual 
market · -

_ _ pnces. As Japan began to enter the world bullion market, the tempo 

~suho proved unable to keep its denominational value relative to other coins 
111 the copper coinage system. Changes therefore had to be made. 12 

Even paper notes were issued. We have already noted how the bakufu 

~uggested to Inoue and Okada that they substitute paper notes for iclzibu 
111 order to av "d I · . 

OI a oss 111 comage exchange, and how a proposal to use paper 
notes was wri tt · 13 

en 111to the Dutch treaty of 1858. Paper currency actually 
appeared, with Alcock's blessing, in Nagasaki during the first few months of 
trade, but the t . . . . 

. no es became 111volved m the dispute over the good quality 
m~hhu and the whole question of the value of the dollar and were very soon 
Wit drawn 14 B 18 . . ' 

. · Y 67 Similar notes had been issued to relieve a shortage of 
zem on the Tok "d 
1 ai o, to secure a loan from six of the largest Edo exchange 
1ouses, to spons . . 
We t or a speculative bakufu trading venture, and to compete with s ern bank not . 

AI es 111 hopes of reducing demand for the dollar. 15 
though th f II 

from h . e a of the bakufu in the following year prevented the notes 
avmg any si . fi 

gni Icant effect on the economy, the four note issues 
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nevertheless mark an extremely important milestone in Japanese monetary 

history. Prior to 1854. the bakufu did little more than provide a certain 

amount of legal aid and some indirect form of recognition to paper note 

issues. Then the extraordinary expenses caused by the arrival of the Western­

ers forced the bakufu to issue paper currency for the first time. The notes 

thus form an important link between the bakufu's traditional reluctance to 

issue paper money, and the decision of the new Meiji government to finance 

Japan's modernization through extensive paper note issues. 

Other kinds of money entered the economy. Between 1860 and 1868, 

the bakufu allowed Mito, Adachi, Sendai, and Aizu to mint tempo tsuho, 

and agreed to let Satsuma issue similar coins on condition that it stamp the 

coins with different characters and limit circulation to its own domains. 

Since Satsuma is estimated to have minted over three million of these coins 

at a fifty per cent profit, many of which circulated illegally outside of the 

daimyo's domains, the tremendous copper profits undoubtedly help explain 

why Satsuma could play such an important role in the subsequent Meiji Re­

storation. The fact that the bakufu allowed the daimyo to mint metallic 

coinage shows the extent to which the traditional bakufu monopoly over 

coinage minting had now been thoroughly destroyed. 16 

The daimyo also issued hansatsu. As bakufu authority declined and 

local expense increased, many daimyo found that they were forced to issue 

paper notes or sponsor the same kind of semi-official notes that had been 

used to avoid the bakufu's 1837 ban on lzansatsu. Thanks in part to the 

stimulus of foreign trade on the Kanto area one hundred and eight of the , 
one hundred and twelve hansatsu issues were valued in gold or copper de­

nominational units, as were all four of the bakufu note issues. 17 When con­

sidered in conjunction with the relative mint figures for silver iclzibu and 

chogin. the paper note issues clearly indicated the end of the separate silver 
coinage system. 

Counterfeit coinage became a major problem in the last years of the 

Tokugawa. While every debasement had created possibilities for counter­

feiters, the extraordinarily large cuts made i1; the coinage system after 1860 

strongly tempted counterfeiters to make the same kind of profits from pre­

vious coinage issues that the bakufu was getting. The Chinese were also 

often accused by the British of taking advantage of the limited Tokugawa 
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control of the treaty ports and bringing in counterfeit coinage from abroad. 

By 1870, the British ambassador Sir Harry Parkes was complaining to the 

Japanese that over seventy per cent of the nibu received in payment for im­

ported goods by British merchants were actually counterfeit. Although the 

seventy per cent figure seems quite fantastic, counterfeit coinage undoubtedly 

did increase the total amount of money in circulation. 18 

The nominal value of the money in circulation during the last years of 

the Tokugawa can only be roughly computed. A comparison of the mint 

figures for 1837-1859 and 1859-1868 shows that the value of koban and 

gold ichibu dropped from almost twenty million ryo in 1854 to less than one 

million ryo, while the number of chogin and marne-ita-gin minted decreased 
from 182,108 kan (792 tons) in 1854 to 102,907 kan ( 448 tons) in 1868. 

This decrease was more than compensated for by a ten million ryo increase 

in the amount of silver ichibu minted, and the addition of over sixty million 

ryo of subsidiary gold denominational issues such as the gold nibu. The 

nominal value of the copper coinage issues minted probably tripled, while 

vast amounts of new hansatsu, tegata, and counterfeit coinage were also put 

into circulation. 19 

Since many previous coinage issues were still used, the amount of money 

in circulation was greater than the actual mint figures. Professor Yamaguchi 

Kazuo has estimated the amount of gold and silver coinage in circulation as 

follows: 
coins 1853 1868 

gold 23,314,639 ryo 74,820,763 ryo 
silver 20,533,500 ryo 52,39 I ,832 ryo 
chogin and 
marne-ita-gin 3,901,600 ryo 3,5 II ,566 ryo 

Total 52,749,738 ryo 130,724,161 ryo 

His figures suggest that the total amount of gold and silver coinage in circula­

tion was ten times as great as the nominal value of gold and silver coinage in 

circulation in 1695, and two and one-half times as great as the nominal value 

of the money in circulation but fifteen years previously. 20 

During this same period the total volume of foreign trade grew from an 
estimated one million dollars in the last six months of 1859 to seventeen mil­
lion dollars in 1863.and thirty million dollars in 1868. 21 Exports of raw silk, 
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tea, cotton, and silk egg cards were initially more important than imports of 

textiles, machinery. and armaments, giving Japan a favorable balance of trade 

at least through 1865.22 The demand for Japanese goods was so great that 

most Japanese merchants could make profits of two to four hundred per cent 

on raw silk and tea, and five hundred per cent on the badly needed silk egg 

cards. Even the bakufu tried to cash in on the profits by sending shiploads of 

goods to Shanghai in 1862 and 1864, and by issuing paper notes to finance 

its own overseas trading corporation. 23 

As the demand for Japanese goods grew, tea production increased by an 

estimated seven to twenty per cent, and silk production by fifty to sixty per 

cent. In the process the Kanto area developed particularly rapidly, and many 

villages in that area entered a money economy for the first time. 24 Yet the 

production increases were never able to meet the foreign demand and supply 

domestic firms at prices which they could afford. Shortages of raw silk and 

the importation of cheap Western fabrics so hurt the famous Nishijin silk and 

textile area in Kyoto, for example, that the bakufu was forced to lend these 

firms over three thousand ryo in relief funds in 1860. 25 

The bakufu 's fragile political position also hurt the circulation of goods. 

Admiral Perry's two visits to Japan had forced the bakufu to consult formally 

with the daimyo for the first time in its history, thereby dramatically exposing 

the fact that the bakufu was no longer able to claim that it alone protected 

t~le emperor from harm. During the 1860's a continuing series of incidents 

Signaled the impending end of the bakufu and encouraged hoarding. Japan 

thus faced a situation where there was political unrest, a growing shortage of 

goods, badly debased money, and a great increase in the nominal amount of 
currency in circulation. 

Prices therefore rose. While extensive debasements between 1695 and 
1853 had brought only gradual increases in commodity prices. the period be­

btween 1854 and 1868 saw nominal prices increase by more than eight hun­

dred per cent. Sample prices include (prices per koku in Edo in silver 
momme): 26 

Commodity 1853 1859 1869 
rice 
salt 
sake 

114.0 
34.0 

255.0 

135.0 
35.0 

254.0 

586.0 
114.0 
905.0 
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These commodities have been chosen to show the increase in prices for goods 

not normally sent overseas in foreign trade. They show the extent to which 

the changes in the monetary system in the late Tokugawa period produced 
an unprecedentedly sharp inflation. 

In an attempt to hold prices down, the bakufu announced in 1860 that 

the five most important goods sent overseas would have to be sent to Edo 

first before going to the treaty ports. The 1860 edict was issued in response 

to pressure from the Edo exchange house firms, who found that they could 

not compete with the prices being offered for these goods in the treaty ports, 

and hence could not supply their regular customers. Unfortunately the bakufu 

no longer had the power to enforce its will upon the rural merchants who 

produced these goods, particularly now that the delicate balance between the 

Osaka merchant producer and the Edo samurai consumer had been destroyed 

by rural growth and the revival of foreign trade. The decline of the traditional 

merchant houses and the rise to power of new and vigorous merchants was 

thus directly related to the revival of foreign trade. 27 

Rutherford Alcock did not at first understand the seriousness of the 

situation. On September 20, 1859, he wrote Lord Russell that: "Japan has 

the credit of being a cheap country, and to the Japanese I can readily agree 

that it is; although were I to credit the asservations with which the Govern­

ment officials back the most extortionate prices, I should say that in all, 

except rice and French beans, it is the dearest country that I have ever visited. "28 

Even as late as 1861, Alcock write of his fears that the government might en­

courage a "simulated popular movement" against further foreign trade. "I say 

simulated," wrote Alcock, "for, although I know to my cost that the general 

dearness of every article of consumption, the alleged cause of popular discon­

tent, exists, so far as we are concerned, I have strong doubts whether it exists 

for the Japanese, and if it does, I should be further inclined to believe that it 

was art~ficial in its source, and brought about by the direct action of the ruling 

classes with a view to making out their case.'' 29 Alcock's views here paralleled 

his earlier assumption that the Mexican silver dollar did not circulate in Japan 

because the "antiforeign daimyo" did not wish it to. In each case a despotic 

government was able to interfere with the healthy operation of a free economy. 

By December 1862, however, Lord Arbuthnot of the British Treasury 

had come to understand to a remarkable degree the problems of the Tokugawa 
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monetary system. Arbuthnot was extremely critical of Admiral Perry and 

Townsend Harris for comparing the Mexican silver dollar to the iclzibu on 

the basis of bullion weight alone, Because the ichibu were "token coins 

greatly overrated in reference to their contents in precious metals," 30 the 

resulting weight for weight exchange had given the dollar an unnaturally 

high buying power, and forced the bakufu to debase its gold and copper 
coinage in order to stop speculation. Said Arbuthnot: "I know of no other 

example (unless we revert to barbarous times) of so sudden and violent a 

rendering of the monetary regulations of a country, and certainly of none 

which has been produced by the interference of foreigners." 31 In marked 

contrast to the Western diplomats in Japan, Arbuthnot realized that the 

bakufu objections to the treaty negotiations might have been founded on 

reason as much as prejudice. 

Arbuthnot also recognized that the current inflation might be there­

sult of genuine monetary problems rather than simply the whim of certain 

anti-foreign daimyo. As we have already noted, Arbuthnot believed that the 

bakufu had debased its copper coinage simply in order to allow its debased 

gold and silver issues to buy as much copper coinage as before. Such a re­

valuation, he said, "has had the effect of maintaing the nominal value of 

the itzebue in relation to cash, but has depreciated the purchasing power 

of the cash, equally with the depreciation of silver coins. The change is thus 

brought home to every poor man, and affects his dealings."32 Arbuthnot 

probably misunderstood the causes of the copper debasement, yet he clearly 

understood its effects upon the common man. 

Arbuthnot recognized the effects of the bakufu decision to debase its 

gold coinage system even more clearly. After noting the tremendous cuts in 

the gold content of the gold koban and ichibu, he said: 

It is my duty to call the particular attention of your Lordships to 
one example of the disturbance of wages, which has a political bearing 
of great moment, and may seriously affect our future relations with 
the Japanese. The Daimyos have in their service large bodies of retainers, 
who, in addition to food and clothing, receive a very small allowance 
paid in itzeboes. The allowance may have been barely sufficient for the 
support of the families of these people before the depreciation of the 
currency. It will now buy in the market only one-third of the commodi­
ties which it formerly commanded. The discontent created in the mind 

of this class is in tense. 33 
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Arbuthnot was unsure just how to meet the coinage exchange problem, but 

concluded his report by recommending an end to the special exchange rate 
for embassy personnel, and by suggesting that the British government listen 
sympathetically to the opinions of the Japanese. 

As a result of Arbuthnot's proposals, the British reopened negotiations 
on the coinage question with members of a Japanese mission visiting London 

in 1862. After a great many delays caused by friction between the bakufu 

and the West on other matters, a draft treaty signed in 1866 finally permitted 
the Japanese to mint a special coin for foreign trade, two of which were to 
be exactly equal to the dollar in weight. An Englishman named Major Kinder 
was hired to run a new mint, and sophisticated minting machinery was pur­
chased in Hong Kong. Actual minting operations were delayed by a fire and 

other difficulties, however, until 1872 when the good quality trade dollar at 

last appeared on the market. By that time the bakufu had been swept from 

power by a host of economic and political forces, among the more important 

of which was the great inflation caused by the readjustment of the traditional 

monetary system. 34 

The Western diplomats in Japan were ill-prepared to meet the problems 

involved in negotiating a commercial treaty with Japan. Too often they had 

such a rosy view of the benefits of free trade that they failed to see the need 

to take even the most elementary precautions to protect an economy that 

had been isolated from world trade for more than two hundred years. When 

problems did occur, this same faith in the Western way of doing things con­

vinced the diplomats that Japan could easily change to Western standards 

without any serious upheaval. Any refusal on the part of the bakufu to follow 

Western advice was interpreted by almost everyone except Arbuthnot as an 

example of the stubbornly antiforeign and conservative ways of an Oriental 

despotism. Only Arbuthnot appeared to believe that the Japanese could be 
taken at their word. 

The bakufu was only slightly better informed. Although forewarned by 

its more astute ministers, it often failed to explain its case to the foreigners, 

and occasionally resorted to stop-gap measures that were bound to fail. Even 

its demand for a one-iclzibu per dollar exchange rate, while logically correct, 

probably could not have survived the black market operations that would 
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have inevitably arisen once foreign trade began. Yet the bakufu's response to 

the coinage exchange problem was limited more by the pitiful state of its 

finances than by an inadequate perception of the problem. Furthermore, it 

succeeded in eliminating coinage speculation, changing Japan's official coin­

age ratios to Western levels, and anticipating several monetary policies of the 

Meiji government. The Western diplomats, in short, were somewhat less en­

lightened than has generally been assumed, while the officials of the Tokugawa 

bakufu were less "feudal" and ignorant of modern money matters than their 

detractors would have us believe. 

Yet one can hardly blame the Western community for the economic up­

heavals caused by the start of foreign trade. The unique coinage ratios of the 

Tokugawa monetary system and the ability of the bakufu to keep debasing 

its coinage were ultimately dependent upon the fact that the bakufu had a 

tight monopoly over a very limited supply of bullion. When foreign trade 

began, the influx of Western capital automatically exposed the Japanese to 

Western coinage ratios and forced the bakufu to revise its entire coinage sys­

tem. More important. the influx of Western capital helped encourage a severe 

inflation that all but destroyed the last vestiges of Tokugawa political power. 

n1e differing response of the Japanese and Western diplomats to a complex 

monetary problem made Japan's adjustment to international monetary stand­

ards more serious than it need otherwise have been. Yet even the most en­

lightened men could not have prevented the start of foreign trade from 

bringing on a serious monetary crisis. 
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TOKUGA W A COINAGE CHANGES 

I. Between 1853 and 1868, the amount of gold in one ryo of Tokugawa gold 
bullion coinage changed as follows (weights in momme~: 

coin(s) 1853 1859 1860 
koban and gold ichibu 1.71 1.37 .50 
nibu 
nishu 

xxxx 
.93 

.60 
xxxx 

.35 

.35 

2. The gold-silver ratio changed as follows (compared to silver ichibu): 

coin(s) 1853 ~ 1860 
koban and gold ichibu I :4.6 I :6.8 1.m 
nibu xxxx 1:8.0 I: 19.3 
nishu 1:5.9 xxxx 1:1 9_3 

3. The amount of money in circulation increased as follows: 
coins 1853 

gold coins 
silver coins 
ch{;gin & kotsubugin 

total (in ry{;) 

23,314,639 
20,533,500 

3,901,600 

52,749,738 

4. Prices increased as follows (prices forEdo in silver momme): 
commodity 1853 1859 -- -rice (koku) 114.0 135.0 

salt ( " ) 34.0 35.0 
sake( " ) 255.0 254.0 

1868 
74,820:763 
52,391,832 

3,511,566 

130,724,161 

1868 -586.0 
114.0 
905.0 

Sources: Dai Nih on kahei shi, ed. Honjo Eijiro and Yoshid K 
1925-28) vol. 8, pp. 83-89; Yamaguchi Kazuo .. ~ e~suke (Tokyo, 
kinginka no idaka," Keizaigaku ronshu Vol 28' do Jldai ni okeru 

- - ' · no 4 
koki ni okeru shuyo buka no dotai, ed. Mitsui Bunk 'P. 79; Kinsei 

o (Tokyo, 1952). 
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