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Prologue


America’s relationship with Japan began in 1853, when Commodore Matthew Perry and his squadron of Black Ships forcibly ended centuries of self-imposed isolation and opened up the nation to the rest of the world. For years afterward, however, the number of expatriate Americans who actually lived in that country at any one time was measured in the low hundreds. Those silk traders, oil merchants, teachers, missionaries, military attachés, and so forth, were almost totally segregated, socially and geographically, from the general population.


The war in the Pacific helped change all that. When it was over, Japan suddenly found itself playing unwilling host to over half a million occupying soldiers and civilians. Historians called it the biggest meeting between two cultures since Rome took Carthage.


The libraries are filled with historical tomes, doctoral theses and personal memoirs recording the vast changes that resulted: the creation by starry-eyed New Deal ‘Japan experts’ of a new constitution; the semi-successful attempt to introduce democracy; Japan’s slow, painful metamorphosis from shattered nation to global economic power. The alliance also produced a considerable number of institutes, foundations, goodwill associations, academic departments, think tanks, libraries, endowments, trade agreements, treaties, sister cities and thousands of reassurances of the two parties’ essentially friendly and cooperative pursuit of peace, prosperity and human happiness.


But there is another side to the US–Japan equation that is far less known if inextricably bound up in the whole. It is an alternate, separate layer of reality, a shadowy universe of characters – gangsters, corrupt entrepreneurs, courtesans, seedy sports promoters, streetwise opportunists, intelligence agents, political fixers and financial manipulators – who perhaps have done as much in their own right to influence US–Japan affairs as their more refined and respected peers. Significantly, it has not always been easy to distinguish the latter from the former.


Japanese authors have written much about what they call variously the Underground Economy, the Invisible Empire, the Shadow Government and the Yami Shakai (Dark Society), among other things – and have dealt at length with American’s participation in it. However, the history of this chaotic orb and the efforts of Americans and Japanese to exploit, use and abuse each other within it has largely remained untold in the West.


Among the more notable by-products of this dynamic subculture, for example, has been a postwar black market perhaps unprecedented in character; a secret Wall Street cabal that subverted official US policy in Japan; an extraordinary, jingoistic professional wrestling boom enthusiastically promoted by a tandem of political leaders and underworld bosses and led by a national sporting icon with a hidden past; a ruthless Korean gang lord vying for control of the city involved in a secret connection with the US government and the CIA; a professional wrestler and Tokyo jewel thief named ‘Gorgeous Mac’; nightclub hostesses trained in the art of international industrial espionage; Lockheed, the granddaddy of all aircraft scandals; financial gangsters; an underworld stock market manipulator who nearly made it to the portals of the White House; assorted con artists, gold smugglers and an American ‘Mafia Boss of Tokyo’ from New York who founded one of the world’s great nightspots – where many of these characters congregated.


This book tells the story of that bizarre demimonde. It is a parable of greed, arrogance, duplicity and revenge that spans fifty years and bares many hidden layers in the US–Japan relationship. The tale it tells parallels the great shift of wealth from America to Japan and more recent shifts back the other way. It reveals as much about the baser emotions that have united Japanese and Americans in the fashioning of the postwar era as it does the vast cultural differences that habitually separate them.





1. The First Black Market


Urgent notice to enterprises, factories and those manufacturers in the process of shifting from wartime production to peacetime production. Your product will be bought in large quantities at a suitable price. Those who wish to sell should come with samples and estimates of production cost to the following address:


Shinjuku Market, 1-854, Tsunohazu,
Yodobashiku, Shinjuku Tokyo.


Kanto Ozu Gumi, August 18, 1945


It was surely some kind of record for speed. Three days after the end of the war – and a full ten before the first American soldier set foot in Japan – the above newspaper advertisement appeared for what would be the nation’s first postwar black market. One of the very few paid announcements in print at the time, it was a call to commerce hardly anyone expected so quickly, given the wretched, bomb-ravaged condition of Tokyo.


Once a teeming castle town of wood and paper houses, Japan’s capital was now mostly cinder, the ground one massive flat layer of residue from the terrible B-29 Superfortress incendiary attacks. The heavily populated lowlands to the east by Tokyo Bay where the merchant and artisan classes had lived and worked had all but been obliterated, as had vast sections of the neighboring industrial city of Kawasaki and the port of Yokohama, further to the south. Drivers of what few cars there were frequently got lost because it was so difficult to distinguish the road from the rubble of shattered roof tiles and burned-out homes. All that was left standing were several marble and stone buildings in the commercial business centers of the capital, Marunouchi, Ginza, and Nihonbashi, which the Occupation authorities were planning to use for themselves.


For most of Tokyo’s inhabitants existence was a living hell. The homeless, numbering in the millions, lived in jerry-built huts of chicken wire, rocks and cardboard, occupied subway stations and air raid shelters, or camped out in large bomb craters in the street. There was so little available food that people would travel hours to the countryside to trade expensive heirlooms for a tiny share of a farmer’s crop. Yet, by August 20, only five days after Japan had officially conceded defeat, the Ozu open-air market was ready to roll. Located at the main entrance of the western commuter hub Shinjuku Station – or what was left of it – it boasted a startling array of goods. Displayed on wooden crates were pots, pans, kettles, plates, silverware, cooking oil, tea, rice, leather, electrical goods and geta (wooden clogs), along with vast quantities of military equipment and clothing. Most of the wares for the market, which bore the romantic-sounding name Hikari Wa Shinjuku Yori (The Light Shines Forth from Shin-juku), had been stolen from a secret supply of provisions for a ghost army of 4 million men that was to have been mobilized in the event of an American invasion of the mainland.


The Potsdam Declaration had decreed that the Japanese government would have to surrender all such materials. However, with Japan in a weird post-surrender netherworld where no one was really in charge, looters appropriated an estimated 70 percent of all supplies held in military depots throughout the country, providing the Ozu market with its windfall inventory.


The Kanto Ozu gumi (Kanto Ozu gang) was the largest crime syndicate in Western Tokyo at the time. They were tekiya (itinerant peddlers, racketeers), a type of gangster in Japan that for centuries had monopolized the festival vending stalls at temples and shrines. They contrasted with the bakuto (gamblers), who also dated back to feudal times, and with the latter-day stevedores, rickshaw drivers and day laborers under control of the slum labor bosses, who had also formed underworld gangs.


Despite involvement in protection, narcotics, strong-arm debt collecting, strikebreaking and blackmail, among other nefarious activities, all of them professed to be a cut above mobsters in other lands. They claimed to live by a strict code of chivalry, based on the samurai warrior’s bushido ethic, which emphasized humility, duty and loyalty to one’s lord. They placed great value on the stoic endurance of pain, hunger and imprisonment and saw honor in dying a violent death. (An old gangster credo went: ‘Strong men don’t die on the tatami.’)


Over the years, they aligned themselves with right-wing causes, developing a reputation as patriots in times of foreign conflict, as well as defenders of oppressed people in times of civil strife. Legend tells of the Edo-era outlaw Chuji Kunisada wielding his sword on behalf of farmers and peasants who were being treated cruelly by feudal lords; he became famous for the line, ‘I would like to die so that people can mourn my death.’ A tekiya chieftain was one of the heroes of the 1905 war with Russia. At the same time, however, the gang bosses and the Japanese civil authorities had also cultivated a mutually beneficial relationship in which certain mob activities were tolerated without interference from the law as long as they were accompanied by campaign donations.


During World War II, gangster-owned construction firms under government contract built and repaired airfields, dug tunnels and constructed subterranean factories, earning a nice profit while kicking back a healthy percentage to their contractors. As the strain of a losing war intensified, gangsters helped run the POW camps and supervised imported Korean slave labor in domestic coal mines. The Tokyo Assembly even allowed tekiya bosses to take over as municipal tax agents, granting them legal authority to control pricing and distribution as well as the power to punish disobedience. The Metropolitan Police Board, getting into the spirit of the times, forced all stall keepers to join a tradesmen’s union that was run by the mob.


At war’s end, millions of demobilized soldiers, war widows and other displaced persons began to make their way back into the cities and, as virtually all moral and government restraints subsequently collapsed, the mob strengthened its grip on the municipal economy. Open-air marts sprang into operation at every commuter line train station almost before the arriving Americans had a chance to unpack their duffel bags. The largest were at the major hubs on the Yamate Line that circled the city – Ueno, Tokyo, Shimbashi, Shibuya and Shinjuku. Within weeks, there would be an astonishing 45,000 stalls in the city, many of them under the control of the leathery-faced Ozu-gumi boss Kinosuke Ozu, and they provided jobs for half a million people.


The outdoor black markets were, incidentally, Japan’s first experiment in democracy. Japanese society had for hundreds of years been divided into castes, socially and legally. The nobility and landed aristocracy were at the top; below them, the samurai warriors, farmers, townsmen, and eta (outcasts), in descending order. Status was rigidly fixed and every Japanese knew his proper rank and position in the community at large.


Centuries of feudal serfdom and national isolation under the Tokugawa Shogunate were followed by the domineering rule of military, bureaucratic and financial cliques, starting in 1868 with the Meiji Revolution, which restored the emperor to the throne. In all, it had served to create a highly restrictive society where the arrogance of superiors was as ingrained as their subordinates’ fawning obeisance.


In the Ozu and other markets, however, social rank no longer mattered. No questions were asked of applicants about their status, family origin, educational background or nationality. Everyone was welcome, from high-ranking military officers to lowly privates, landed nobles to tenant farmers, college professors to unemployed gamblers. They all started out equally, spreading a mat on the street or setting up shop on top of a box to sell their goods. They all wore the same ragged clothes, lived in similar jury-rigged barracks of corrugated tin, and bathed out of the same oil drums. As journalist Kenji Ino later wrote, ‘For a feudal country like Japan which had a long history of class and ethnic discrimination, this was indeed an unprecedented event.’


The American Occupation officially began on September 2 with the signing of surrender documents aboard the USS Missouri in Yokohama Harbor. Its General Headquarters (GHQ) was located in the fortress-like Dai-Ichi building facing the Imperial Palace grounds and operated under the authority of the Supreme Commander of Allied Powers (SCAP), run by the dictatorial General Douglas MacArthur, who hardly ever consulted the Allies on anything he did. Although the occupiers were ostensibly in control (behind a shadow government of veteran Japanese bureaucrats), the black market bosses continued to operate as before. The Tokyo municipal authorities quietly continued to let them function as official tax collectors, allowing them to keep half the proceeds as payment. In addition, the mob ran the fire departments, the street-cleaning services, and all public transportation on behalf of the metropolitan government. Since the gangs also controlled the construction crews, the stevedore unions and the operators of the newly emerging bars and noodle shops being slapped together with two-by-fours, they were, in effect, running the city.


GHQ had been assigned the massive and difficult task of democratizing a militaristic Japan – to write a new war-renouncing constitution, to abolish the Imperial Military Headquarters, to arrest war criminals, and to lift restrictions on political, religious, and civil freedoms. However, it was in other areas where the Americans would have a more immediate impact – like the underground economy.


MacArthur had made it clear he would tolerate no cruelty, no barbarism, no individual acts of revenge; thus the 600,000 Americans in the initial Occupation force were made up by design not of combat-hardened soldiers who had fought in the jungles of the Pacific and were therefore burning with hatred for the Japanese but of mostly fresh-faced teenagers who had seen little battlefield action and who viewed occupying Japan as their first big adventure in life. These youthful occupiers proved to be prodigious suppliers of heavily rationed commodities like cigarettes, sugar, salt, chocolate, soap, rubber and beer, not to mention the more easily obtained C-rations and powdered milk. According to one informal survey, some 90 percent of the residents at the ‘Nomura Hotel’, a former office building in Shimbashi housing several hundred Americans in ‘rooms’ partitioned by blankets, were out daily in their off-duty hours dealing liquor and other items from the hotel military exchange. The statistic was considered typical of the Occupation as a whole.


The primary distribution system for American plenty to make its way to the black market gangs comprised thousands of young ladies who had been readied by a Japanese governmental group called the Recreation and Amusement Association to sleep with the Americans. The RAA had been established immediately after the cessation of fighting to sate the much anticipated and much-dreaded Yankee libido while sparing the virginal flower of young Japanese femalehood (most of whose ranks had, in any event, been dispatched into hiding).


The association had called upon operators of bombed-out clubs, bars, geisha and quasi-geisha establishments, as well as outright houses of prostitution, to mobilize all their available female talent in the cause of patriotism. And mobilize they did, with remarkable speed and efficiency.


An advance party of fifty men from the Marine Air Group 44, dispatched from Okinawa in early September to help secure the local air base at Omura in North Kyushu, was welcomed by a delegation of kimonoed women who invited them to move into an off-base ‘geisha house’. The men spent the next few weeks there drinking beer, eating hibachi-grilled fish and cavorting with the young ladies in residence – obligingly reimbursing their hostesses from a footlocker full of confiscated yen. (When a naval patrol happened by in late September to find some of the men lying about in the sun on a nearby beach, bearded and wearing cut-off fatigues, the officer in charge initially thought he had stumbled on a prisoner-of-war camp.) The first US Army ground reconnaissance patrol to enter Tokyo, on September 2, was intercepted by an RAA truck filled with prostitutes, bedecked in their best finery; a spokesman explained that the women were ‘volunteers’ to satisfy the lust of the Occupation forces. By October, the RAA had opened what may have been the largest brothel of its type in the world: a long open-bay barracks divided into cubicles by sheets hanging from the ceiling and with futons on the floor serving as beds. Nicknamed the International Palace and located in Funabashi in Eastern Tokyo, it processed hundreds of priapic GIs a day. It was an assembly-line operation so smooth that a soldier would leave his shoes at one end when he came in and pick them up, cleaned and shined, at the other end when he left.


There was also a half-mile strip of real estate stretching west from the Imperial Palace moat abutting the GHQ building to the Nomura Hotel, which quickly became known as Hooker Alley, in tribute to the several hundred young damsels patrolling the area. For a pack of Old Golds, the ladies would willingly cater to patrons in jeeps, in building stairwells, or in the cheerless Quonset hut complex nearby where lower-ranking men stayed – not really caring who watched. The moat around the Imperial Palace was so clogged with used condoms it had to be cleaned out once a week with a big wire scoop.


As winter set in, there were many deaths from exposure and starvation. Groups of people huddled around bonfires, covering themselves with burlap rags, shivering through the night, much too cold to sleep. Gangs of vagrants roamed through the back alleys of buildings where Americans stayed, rummaging through the trash and garbage for food. Yet thousands of well-coiffed ‘comfort girls’ could be found at special rec centers ready to play billiards and cards with servicemen and otherwise entertain them. Several cabarets, including one six stories high, had opened up in the Ginza. In February 1946, the Mimatsu Cabaret started business next to the Ginza Mitsukoshi Department Store. All of these enterprises featured floor shows and Japanese dance bands that played Western music.


As conqueror and conqueree got to know each other better, illicit commerce grew in scope and dimension. A band of enlisted men at the Yokosuka naval base began making midnight speedboat runs across Tokyo Bay carrying loads of PX contraband to gangs on the far shore of Chiba. An NCO club manager in Sugamo took to selling sugar in hundred-pound lots to the Ozu market. A civilian American trader with the Tokyo Metals Association was stunned when an Army lieutenant came to see him, first soliciting advice on how to sell several tons of manganese he had acquired and then asking, ‘Do you know where I can find a buyer for a shipment of mattresses? That’s the next item on my list.’


By mid-1946, members of the armed forces had remitted back to America approximately $8 million a month, a sum exceeding the entire military monthly payroll. Army finance officers attributed this phenomenon directly to profit from black marketeering, and although SCAP subsequently declared it illegal to reconvert yen to dollars, the dealing continued unabated anyway, as did other forms of corruption.


By 1947, the New York Herald Tribune and New York Times were publishing accounts of American officials misusing their positions to grow rich – for example, by extorting stock and real estate from Japanese businessmen in exchange for their ‘cooperation’. The International News Service was describing illicit links between the 8th Army Procurement Office (which controlled reconstruction expenditures) and a triumvirate of Japanese politicians, subcontractors, and gangs, while the Associated Press, for its part, was reporting on an urbane prewar bakuto boss named Akira Ando who had won several lucrative GHQ transportation contracts for his fleet of taxis, trucks and private cars by bribing GHQ officials. Ando, who had grown rich during the war doing construction for the Tojo government, openly bragged that one high-ranking general was his protector. He had a black book that reportedly contained the names of hundreds of Occupation officers he had befriended whom he could frequently be seen entertaining at one of the several Ginza nightclubs and Asakusa bordellos he owned. To AP correspondent Mark Gayn, Ando’s activities were part of a well-organized and well-financed campaign to corrupt the US Army. But, as many cynical observers liked to point out, it was not a very difficult campaign to wage successfully.


In later years, Japanese gangsters liked to boast that they were the ones who, with their postwar markets, had saved Japan from starvation. However, while it may be true that the open-air stalls did help get the economy going again to some degree and feed some of the hungry masses (government rationing being so inadequate that a Tokyo District Court judge who refused to eat anything purchased illegally died of malnutrition), the men who ran them were anything but altruistic. They charged criminally high prices for their wares – the equivalent of a day’s wages, say, for a stale bun or a handful of surplus cornmeal originally donated by the US State Department – and also demanded outrageous fees from those who participated in their wondrous democratic experiment. To operate in the Ozu market, for instance, a seller had to pay a tribute of half of his daily profits, among other charges. Ozu himself personally ripped down the stalls of anyone who objected to such extortion, which may be why an Occupation authority would later term him the ‘worst criminal in Japan’.


It was perhaps understandable that a self-descriptive word that bakuto used for a losing hand at cards, ya-ku-za (8-9-3), a term occasionally used to refer to Japanese mobsters in general – alluding to what some believed to be the uselessness of gang members to proper society – would gain currency as the years passed. (So would gokudo, meaning ‘scoundrel, villain, rogue’.)
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Attempts by honest officials in the GHQ to control crime and corruption during the Occupation were not overly successful. A four-year campaign to crack down on lawbreakers was launched in late 1947 when Colonel Charles Kades, sub-head of the GHQ Government Section, formally declared war on what he called Japan’s ‘Underground Government’. In a much heralded press conference, he announced that the real rulers of Japan were not the duly elected representatives of the people, as the GHQ had intended, but the ‘bosses, hoodlums, and racketeers who were in league with the political fixers, the ex-militarists and the industrialists, as well as the legal authorities from the judges and police chiefs on down’. This, of course, was something most Japanese already knew.


Several police raids ensued, in which fully half of the known 50,000 underworld figures in the country were arrested. However, only 2 percent of them ever wound up doing any time. The rest were released, benefiting from the unwillingness of witnesses to testify, missing evidence, and pressure on the courts from corrupt politicians, including several dozen Diet members who would later admit to having taken illegal donations during the first Occupation-sponsored parliamentary elections in 1946. Black market godfather Ozu was among those tried and convicted, but the police, the public prosecutor and other judicial officials involved in his case certified that he was too sick to be jailed. Attesting to his ‘high moral character’, they recommended release instead, and much to the chagrin of Kades’ crime fighters, Ozu walked out of jail a free man. That the intelligence wing of the GHQ was hiring Japanese gangsters at the very same time to fight Communist insurgents and break labor strikes did not further the overall effort to serve justice.


One rather unexpected result of the crackdown was the resignation of the prime minister and his entire cabinet, and the indictment of forty-three individuals, when it became known that executives of Showa Denko, a big fertilizer producer, had been bribing Japanese government officials for low-interest loans from a reconstruction financing agency. When the GHQ campaign against crime had run its course, however, the annual total of embezzlements, forgeries and fraudulent conversions had actually increased, as had the number of known underworld gangsters, as counted by the Japanese government’s Crime Prevention Bureau.


The problem was not just the chaotic times or the possible incompetence of Americans directing the prosecution, whose unfamiliarity with local language and custom no doubt put them at a disadvantage. The problem was also that the culture of corruption was too deeply rooted in Japan to be cleaned up overnight. Despite laws long on the books that banned bribery and Confucian ethics that deemed it immoral, handouts had existed as long as there had been village politics and village bosses to dispense patronage. In the Tokugawa Shogunate era, public servants had regularly supplemented their monthly stipends with ‘gifts’, the custom becoming so ingrained that the line between proper etiquette and downright bribery was often impossible to distinguish. The blurring of this distinction gave rise to cozy alliances of convenience among public leaders and private interests, which evolved further in the mid-nineteenth century when the parliamentarian system of government was adopted. Political parties, which controlled the lower house of Parliament and hence the national budget, grew so dependent on funds from the big financial combines for elections (as well as money and other help from the underworld) that corruption was all but inevitable.


Thus, periodic public scandals have been the rule, not the exception. In 1914, a massive bribery scandal involving Navy officials, the great trading house Mitsui Bussan, and two foreign companies – the German electrical giant Siemens and the British weapons manufacturer Vickers – brought down the government. Attempts by the authorities to suppress evidence (which included the use of hired thugs to threaten witnesses) in regard to ‘gratuities’ paid under the table to a vice-admiral in charge of naval security to secure a contract to build a new cruiser, were undermined when an ex-Siemens employee, on trial in Germany for an unrelated matter, revealed his knowledge of the bribes in open court testimony. Following that were scandals involving Yawata Steel (1918), Teijin (1934) and the Showa Denko firm (1948), which set the stage for even more dramatic eruptions to come, including the Lockheed Aircraft payoffs of 1976 and the stock brokerage-related graft of the 1990s.


The GHQ’s ill-fated assault on the underground government was accompanied by a crackdown on crime committed by its own personnel that was only slightly more fruitful. It produced a number of dishonorable discharges, including that of an Army colonel court-martialed for selling nine dollars’ worth of cigarettes. But those responsible for the disappearance of large stores of diamonds – transferred to the custody of the US Army from the Bank of Japan and other venues – were never found; nor were those who had made off with the entire armory of the disarmed Tokyo police force sometime between 1945, when the GHQ disarmed the Metropolitan Police Department and placed the weapons in securely locked storage crates in a military warehouse in Yokohama, and 1946, when the crates were opened and the contents were discovered to be missing. Throughout it all, an assortment of small-time smugglers continued their operations from a downtown office building right next to the Provost Marshal’s office.


By the time the exercise was over, it had become increasingly clear that the new era of democracy and bilateral friendship being forged had a powerful, resilient underside. A pattern of illicit collusion had been established through an extraordinary mix of desperation and opportunism, and it was not about to go away.



BANK OF TEXAS


Of the many black market ventures during the Occupation involving Japanese and Americans, perhaps none was quite as successful as a company known as Lansco, a bizarre Ginza-based ‘general store’ that was engaged in everything from illegal banking to gumball sales. Its founder was an ex-Marine sergeant from New York named Nick Zappetti, a thickset, swaggering Italian who, it might be argued, was as representative of his era as the kindhearted, chocolate-giving, children-loving GI of popular lore. Lansco was one of a series of memorable Zappetti ventures, of both the legal and illegal variety, that would highlight a long and quixotic career in the Far East.


Like many others in the Occupation netherworld, Zappetti came from a Depression-era background of poverty – in his case, the northern Manhattan Italian ghetto of East Harlem. He belonged to a family of eleven children who grew up in a cramped cold water tenement. Their father, an immigrant rough carpenter from Calebresia, made barely enough to feed everyone and pay the rent.


Zappetti was no stranger to crime, thanks to the Mafioso who controlled his neighborhood. Gaetano Luchese, better known as ‘Three-Finger Brown’, was a second cousin. Family acquaintances included Joe Rao, who was the ‘Boss of Booze’, ‘Trigger’ Mike Coppola, aka ‘King of the Artichokes’, and Joe Stretch, a mobster who had his own chain of restaurants. The doctor across the street sold bootleg whiskey, and the next-door neighbor was a professional hit man – as young Nick discovered one afternoon in 1935 at age fourteen when he attended the man’s funeral. The corpse had been laid out in an open casket in the adjoining flat and its face was burned a deep red.


‘What happened?’ he had asked his father. ‘Did he lie out in the sun too long?’


‘No,’ came the reply. ‘He died at Sing Sing last night in the electric chair. He was executed for murder.’


That was the kind of environment Zappetti had come from, a place where it was the cops who were regarded as the enemy and the robbers the role models in life. He believed that World War II was the best thing that ever happened, given the somewhat limited opportunities for advancement at home, for it got him into the military and all the way to Japan, where the choices for someone with brains and a larcenous heart were far more numerous.


Zappetti had arrived in Northern Kyushu in late August 1945 as a twenty-two-year-old first sergeant in charge of the aforementioned MAG-44 party assigned to commandeer the Omura Air Field near Nagasaki, where he had made the decision to occupy the geisha house instead of the abandoned base while awaiting reinforcements. In February 1946, when his Marine Corps hitch ended, he took a local discharge and assumed one of the 6,000 US government jobs available in the GHQ – which, ironically enough, was a post as an investigator for the Civil Property Custodian Section, a department created to oversee the return of property looted by Japan in other Asian countries to its rightful owners. In early 1947 he made a trip back to the United States and returned with a Ford convertible, inside of which he had concealed several sacks of lighter flints, a highly prized commodity in Japan. There were 20,000 flints in each sack, and he sold them on the Ginza black market for more money than the car had cost.


In August of the same year, he took time out to marry a Japanese woman. The event was such a rarity that film footage of him and his bride, an English-speaking dentist, was shown on the Pathé movie news – the announcer pointedly noting the existence of something called the Oriental Exclusion Act, which prevented Americans from taking such war brides home. By March 1948, however, he was back in full swing running an extremely lucrative black market beer operation in partnership with a predacious lieutenant colonel in charge of ration tickets in the Occupation Finance Office and a fellow investigator in the CPC, a nisei who spoke fluent Japanese and could communicate directly with the city’s gang bosses. Once or twice a week they would take the ration coupons out to an Occupation-approved brewery, a rusting metal structure on the Sumida River in the eastern part of Tokyo where, for a fee paid under the table, a compliant Japanese clerk would quietly fill the order, in violation of GHQ rationing laws prohibiting individuals from making such large purchases. They would fill up a large military truck with hundreds of cases of beer and sell their goods to buyers at secluded warehouses and bombed-out factories around town for a profit of 40 cents a bottle. The next day, their beer would be displayed in the open-air markets.


Profits from such activities made it possible for him to buy a plot of land in the suburb of Fujisawa and build a large American-style house, where he ensconced his wife and two infant children. He had also acquired a fancy new car, a wardrobe of new clothes, and several mistresses, whom he would entertain at the Dai-Ichi Hotel, a Western-style establishment in Shimbashi built for the canceled 1940 Tokyo Olympics. One of his young lady friends was a law student, destined to become a successful attorney, who paid her law school tuition by providing Zappetti and his friends with oral sex on demand. There are those who vividly remember the sight of Zappetti being driven around downtown Tokyo in the backseat of an open convertible in broad daylight, drinking Champagne, and enjoying the X-rated ministrations of a semi-clothed female companion.


In early 1950, the beer operation was infiltrated by a zealous undercover detective from the MPD, which resulted in Zappetti’s arrest by the MPs and deportation. But it didn’t take long for the enterprising young New Yorker to make it back to Japan. Although his passport had been seized on his arrival in the United States and he had been subsequently booted out of his local congressman’s office when he had gone to ask for it back, he simply went to pay his respects to the local Mafia Office on 116th Street, between 1st and 2nd avenues. The bosses who ran the neighborhood were more than willing to help one of their own.


‘Don’t worry,’ said one of the men, a distant relative of the family. ‘We can take care of the situation.’


And they did. Shortly thereafter, the relative told him to fill out an application for a new US passport as well as one for a commercial entrant visa for Japan and to deliver the documents to a certain someone in the mayor’s office downtown. A few weeks later, Zappetti’s passport came in the mail, with a visa stamped inside.


Also helpful was a ‘business associate’ in the GHQ, a cryptographer from Brooklyn named Bob, with whom Zappetti had made preparatory inquiries before leaving.


‘You see the way it’s happening now,’ Bob had said at the time. ‘They got something called a Form 26. That’s a list of all commercial entrant visa holders who want to enter Japan. If there are any traitors or criminals on it, which means people like you, then the GHQ puts a check mark by it, meaning entry not allowed.’


‘Shit,’ Zappetti had said. ‘I’ll never get approved.’


‘Fortunately,’ Bob continued, ‘the list goes through my hands. If your name is checked off, all I have to do is switch it with someone else’s. That way you get in and some other poor slob gets his application rejected. Just call me when you get ready to come back and we’ll work something out.’


Zappetti placed his call and in June 1950 boarded a Northwest Airlines flight in New York City. Sixty hours later he landed at Tokyo’s Haneda Airport and passed through immigration without incident. After a brief unproductive visit with his wife, who had wearied of his philandering and his criminal ways, he moved into a small house in the southwestern part of Tokyo. Then he began cobbling together the venture that would take its own unique place in Tokyo underworld history.


By bribing someone in the 8th Army, Zappetti obtained a permit that allowed him to sell goods legally to authorized military personnel. He established a company and, in late 1950, set up shop in a two-story ferro-concrete building located on a broad West Ginza avenue that was perpetually jammed with military personnel, street vendors and smoke-belching oil drum fires.


The new company’s name, Lansco, was a play on the first names of Zappetti and his new partners, a Russian Communist with a taste for booze and expensive cars, named Leo Yuskoff, whom Nick had met during his CPC days, and an entrepreneurial US Army lieutenant named Al, who was transferred back to the States shortly after the company began operations. Yuskoff was a stateless White Russian in his early forties who had been born in Kobe, Japan, where his parents had settled after fleeing the Russian Revolution. One of an estimated 500 White Russians living in Japan after the war, Yuskoff could read and write Japanese better than most natives. He was simultaneously a devout Marxist and a shrewd, dedicated businessman, capable of calculating complex profit margins at the drop of a hat.


Displayed on the ground floor of the Lansco building was a wide variety of merchandise: canned and dry goods, including silk, wool and imported London tweeds. There was assorted hardware and appliances, like Gibson refrigerators and Servo stoves, along with luxury items such as Capehart phonographs – all procured from the PX by legitimate or other means. Although the store would turn a huge profit, it had originally been intended for show – to deceive the MPs and disguise the important part of the operation, which was conducted upstairs and which was the business of illegal checks.


Among Lansco’s first clients was a major American shipping company with an office in Tokyo that was looking for bigger earnings on its cash reserves than the banks were paying – at the time, 5 percent. The company deposited $2 million in Lansco’s account at the Tokyo branch of the Bank of America, and Lansco sold dollar checks on that account to black market buyers for yen. The official bank rate had been fixed at 360 yen to the dollar in 1949 as part of a tight new SCAP policy following a period of wild inflation that had seen the currency balloon all the way from 15 yen. (The dollar would stay at the 360 level until 1973, when US President Richard Nixon took it off the gold standard and allowed it to float on the international market.) On the street, however, with demand high due to stiff currency exchange laws and restrictions, a dollar would fetch anywhere from 480 to 520 yen, which meant considerable profits for those with greenbacks to sell. Other Lansco clients included American and Canadian construction companies under US military contract who wanted a better exchange rate on their government-issued dollar checks than the banks were paying when they converted them to Japanese currency. Lansco would buy their checks at the rate of 420 yen to the dollar, then sell them on the street at 480–520 yen. Since the checks in question were seldom under $100,000 a piece, the company realized a substantial return on each transaction.


Lansco’s most notable accomplishment was creating a bank out of thin air. The Bank of Texas, as it was called, was an entirely fictitious bank with no assets, no liabilities, and no legal standing whatsoever. It was brought into being solely by printing up some official-looking but fake documents, a letterhead that displayed an imaginary address in a nonexistent Texas town, and a set of checkbooks. For sheer audacity, nothing else in the city could quite match it. Whenever Lansco needed a quick fix of capital, Zappetti would prepare a bearer’s check for a certain amount – $30,000 was usually the minimum required to ensure a respectable profit – sign it at the bottom with Harry S. Truman or Franklin Delano Roosevelt, and sell it to someone in the underworld for 10 percent of its face value. The underworld buyer would in turn sell the check to someone else at a ‘discount’, explaining that it was stolen. The buyer usually didn’t care because he was planning to turn around and sell it to someone else – perhaps a Japanese entrepreneur, desperate for hard-to-get dollars. Whoever tried to cash the check at the end of the chain would realize it was worthless, but given all the go-betweens, it was almost impossible to trace the draft back to its original source.


The primary traffickers of the Lansco checks were members of the two gangs vying for control of the Ginza, the Sumiyoshi-Ikka (Sumiyoshi Family), a prewar gambling group that had traditionally run the area, and the Tosei-kai (Eastern Voice Society), a vicious gang of young Korean street toughs that had sprung up on the ashes of Japan’s defeat. The Sumiyoshi and the Tosei-kai were at constant odds with each other over turf, which included the right to buy checks from the Americans, to ‘escort’ GIs on leave from Korea, where war had erupted in June 1950, and to run protection and franchise rackets among the myriad of nightclubs, cabarets, dance halls, amusement parlors and gambling dens springing up all over the Ginza.


Gangsters from both sides would from time to time take sudden potshots at the large clock tower atop the seven-storied Hat-tori Building at the Ginza 4–chome crossing, just to show who was in charge. Both gangs, in fact, earned the sobriquet ‘Ginza Keisatsu’ (Ginza Police), because they were better armed than the men of the Metropolitan Police Department, who, after having been relieved of their weapons by the GHQ, often had to make do with wooden staves.


For the most part, the foreigners and indigent mobsters on the Ginza lived in parallel worlds that did not intersect socially; the gaijin (‘outside people’, as Japanese referred to the Westerners in their midst) kept to the cozy, if gaudy military clubs, like the Rocker 4, on one corner of the Ginza 4–chome intersection, a new multifloored pleasure palace with 2,000 hostesses ferried to work from all around the rubble-strewn city by Army shuttle buses. The gangsters hung out in their own rickety bars – typically dark establishments with bare unpainted wooden floors, vinyl-covered bar stools and booths, and smelly ‘outdoor’ unisex toilets. The two sides only came together when business demands dictated – fake check sales, money laundering, or, as in one other memorable venture, gumball sales.


Lansco had somehow come into the possession of a thousand pounds of stolen gumballs, which the company was unable to sell. Lansco representatives went to stores, kiosks and open-air stalls all over the Ginza, explaining that gumballs were the latest rage back in the States, but found there was absolutely no interest. The Japanese merchants they spoke with had never seen gumballs before and after one viewing said, quite candidly, that they did not care to see them again. There were all sorts of objections: The gumballs didn’t suit Japanese tastes, a refrain foreign businessmen would hear quite often over the next half-century in association with any number of products; they weren’t sweet enough, the artificial coloring didn’t look right, they stained the hands, and so on and so forth. That Lansco had no gumball machines with which to dispense the gumballs did not help matters.


Faced with such obstinacy, Lansco turned to the Tosei-kai, employing a band of young Korean thugs from the gang to revisit all the shop owners and describe what would happen to them if they did not revise their inventory plans. This new sales strategy proved remarkably more effective than the previous one. Soon, the downtown area was inundated with gumballs. Lansco phones were ringing left and right with calls from shop owners begging for more. When Lansco raised gumball prices, the phones rang even harder.


Usually, however, such forceful tactics were not necessary. The demand for their first-floor goods among the local populace, though they were forbidden by law to buy them, proved to be far higher than anyone had expected, especially as the Occupation neared its end and a mini-boom from Korean War procurement orders began injecting the first signs of life into the economy. Lansco moved Zippo lighters by the box, nylon stockings by the carton, and the heavily rationed commodity of sugar by the sackful. They brought in their wares by the truckload and, when the coast was clear of watchful MPs and Japanese police, set them down on the sidewalk in front of the store for sale to passersby, who hauled them off in three-wheeled carts. In one insane afternoon, the company sold 4,000 pounds of stolen spaghetti. It was a time when people did not need to be strong-armed into accepting American products – with the exception perhaps of gumballs.


Another foray was into the field of slot machines. The opportunity arose to rent several slot machines and install them in the 52-room Hotel New York across the Sumida River in Eastern Tokyo, among other spots. The hotel was a popular place for GIs on leave from the Korean War because of its bountiful supply of ‘onlies’ – girls who would contract to spend an entire week of R&R exclusively with one soldier. Upon acquiring the slot machines, Zappetti, who was preternaturally skilled in such matters, rearranged their inner workings so that hitting the jackpot became virtually impossible. The GIs played the machines, almost never won, and never seemed to catch on. But then again, they weren’t around long enough to grow suspicious. Zappetti increased slot machine revenue by purchasing bags of as yet unstamped 10-yen coins pilfered from a government printing office in Sugamo, which were usable as slot machine tokens, and he sold them to the R&R GIs.


The amount of money Lansco made was extraordinary. At any given time there was several hundred thousand dollars in cash in the company’s coffers – US dollars, military payment certificates, Japanese yen, even some Korean won. Membership in the company also grew. The first addition was Ray Dunston, a big, raw-boned, ruddy-faced Australian, around fifty years old, who was welcomed into the company because he possessed a valid license to sell sugar (still among the most tightly rationed commodities) and because he was willing to contribute $250,000 of his own money in operating capital. Dunston had also started an English ‘academy’ in Tokyo, something his partners found curious since he had never graduated from high school and could barely string together two correct and complete sentences. Another addition was an American businessman formerly connected to the GHQ who was fluent in Japanese and who went on to work for the US Department of Commerce in Washington, D.C. Still another was a Canadian drifter who possessed uncommon skills in the recondite art of falsifying bank documents. Also joining up were two more White Russian Communist capitalists, who would end each business day with Yuskoff in a smoke-filled yakitori shop across the street, getting drunk and singing Russian Eskimo songs. When it came time to go to bed, Leo would stagger back to the office, open up a fresh jug of sake, and curl up with it on the vinyl-covered sofa on the second floor. In the morning, the bottle would be empty. He was the only person Zappetti ever met who drank while he was asleep.


Oddly enough, the Soviet Embassy, involved in a bitter cold war with the United States and its allies, quietly encouraged Lansco’s activities, offering tips and suggestions for possible business deals, in the belief that black marketeering would result in the overthrow of capitalism. As Leo put it to Zappetti somewhat absurdly late one drunken night, ‘Nick, I’m in this business because I want to get rich and destroy the capitalist economic system.’


For a time, Lansco joined forces with a West Coast gangster named Huff, a big, mean-tempered man who ran the Evergreen general store on the eastern end of the Ginza, which was itself a front for black market goods – as a shopper discovered one day when strolled in and asked for some flour and Huff replied, ‘How many carloads do you need?’


Huff became famous in the Ginza underground for the time he hijacked 3,000 baskets of imported bananas from the US military and sold them on the street. His connection to Lansco ended when he was shotgunned to death in a gangland killing, sometime later on a trip to Arizona. Rumor had it he was done in by California-based Asian mobsters, resentful of his success in the Far East.


Eventually, more than one of the Lansco partners would see the inside of a Japanese jail, but that would come later – much, much later, and only after the GHQ had packed up and gone home.



OCCUPATION LEGACY


The Occupation lasted six years, eight months and fourteen days, and the amount of theft, graft, illicit sales, fraudulent conversions and other funny business that took place during that time is impossible to calculate – although many have tried. A Japanese magazine once estimated that 10 percent of all supplies shipped from the United States during the Occupation wound up on the black markets. Another study guessed the amount of American currency brought in by streetwalkers alone from the occupiers to be a staggering total of $200 million yearly. Still other reports dealt with a secret billion-dollar slush fund created by the Japanese government from the black market sale of goods and materials donated by the United States. The fund, equivalent to nearly 10 percent of Japan’s 1950 GNP, was reportedly used to finance the production of basic industries. (In addition, the Japanese government also sold great stockpiles of gold, silver and copper bullion, pig and scrap iron, steel, aluminum and rubber, which they had concealed in early 1945 in anticipation of Japan’s defeat.) Yet, these figures are only educated guesses and no one knows for certain the exact extent of the ill-gotten lucre. Suffice it to say that as an exercise in the cross-cultural exchange of illegal goods and services, it was suitably impressive.


Of course, the Americans liked to view their occupation of Japan as more than just one giant backstreet Walmart. They preferred to focus on the concrete social and political reforms that they had seen instituted, which were designed to give the common man a break: the redistribution of land, the fostering of labor unions, the establishment of equal rights for women, and the elimination of the tyrannical ie (family) system – that aspect of the legal code which gave the male head of the household control over marriage, divorce and adoption. (Japan’s prewar Civil Code had stated, ‘Women are to be regarded as incompetent,’ denying them a voice in matters of law, property, and suffrage.) Indeed, it was commonly agreed that SCAP was infinitely more generous to the Japanese than the wartime Imperial Army had ever been to its Asian subjects. SCAP’s behavior, most notably its decision not to indict the still-revered Sun God Emperor Hirohito for war crimes but to leave him on the throne downgraded to a figurehead, offered quite a contrast to the tales of wholesale rape and murder related by tearful Japanese refugees from Soviet-occupied Manchuria. (As the months and years passed, the failure of the Soviet authorities to account for some half-a-million Japanese prisoners of war seemed to further justify people’s fears that such tales were true.) Given the reality that in the blink of an eye several hundred thousand young Caucasian soldiers had been plopped down into a country where there had never been more than a handful of Westerners at a time in any one spot (missionaries, traders and teachers), it was remarkable that things managed to go as smoothly as they did.


Yet, far too often, the contradictory and unpleasant side of the American character manifested itself and undid much of the good that was being accomplished. Take the sudden restrictions instituted by the second wave of Occupation authorities, who, alarmed at what they perceived to be a breakdown in discipline, sharply limited fraternization between Japanese and Americans for a period of two years, from 1947 to 1949. In one fell swoop, all Japanese movie houses, subways, banks, beaches, rivers, hotels, hospitals, nightclubs, bars and private houses were declared off-limits to Occupation troops, and Japanese citizens were banished from all military clubs and bachelor quarters, where they had hitherto been welcome. It was hardly a lesson in democracy, and, in fact, the specter of MPs bursting into Japanese-patronized establishments and even private homes to thunder ‘Any Americans here?!’ proved an uncomfortable reminder of the wartime Kempeitai, or secret police, who had intruded into every aspect of Japanese life. Moreover, there were several thousand Japanese workers in the GHQ busily censoring newspapers, periodicals and radio broadcasts critical of the GHQ, even opening personal letters and wiretapping telephone conversations, in a search for dissenters. This was all in direct contravention of the Potsdam Declaration, which had called for the establishment in Japan of freedom of speech, religion and thought.


Thomas Blakemore, a young SCAP legal expert who had studied at the prewar Imperial University and who would later pass the bar exam in Japanese, the only American in fifty years following the war to accomplish such a feat, was one who believed the Occupation was a colossal waste of time and money. Blakemore, an official liaison to Japanese courts and constitutional scholars, whose knowledge of the language and culture was perhaps unsurpassed by any of his GHQ colleagues, was of the opinion that the Americans’ high-handed, hypocritical ways had only earned them the secret enmity of the majority of their hosts – as if their bitter feelings over defeat in war were not already enough reason. (Those postwar surveys which consistently showed America to be the ‘favorite foreign country’ of the Japanese, he liked to point out, also consistently indicated that roughly two-thirds of the population wanted nothing to do with the foreigners in their midst.)


To Blakemore, the leading offender was MacArthur, who professed to understand ‘the Asian mind’ but probably saw less of the country in his stay than anyone else in the Occupation, limiting his vista of Japan to a daily shuttle between his office and the US Embassy, where he lived. During a brief stint with the US State Department in Tokyo, the Oklahoma native, who had also been an OSS agent on the Subcontinent during the war, had filed a report on a bordello in Yokohama with 100 hostesses that was illegally servicing a neighboring US military base – a place where soldiers with disciplinary problems and criminal records were confined as they awaited transfer to the States. He described in his account how payoffs were routinely made to the MPs to buy their cooperation so the inmates could leave the base to visit the establishment across the street, as well as how the girls were recruited, what the VD rate was, and how it was treated. The experience reinforced Blakemore’s personal belief that the Occupation was intrinsically corrupt. When ordered by his supervisor to bury the report because it would reflect badly on MacArthur, who had been boasting grandly of a ‘spiritual revolution’ taking place in Japan (albeit one that evidently required censorship and segregation), he resigned in protest.


What troubled Blakemore more than anything else, however, was meeting the bordello’s Japanese madam, whom he interviewed for three hours in the course of his research. The madam, it was plain to him, was a product of the upper classes. She was a middle-aged woman with a dignified, cultured manner who spoke very elegant, beautiful and polite Japanese – what Blakemore, one of the few American GHQ staffers to speak the language of the people they were supposed to be governing, described as a ‘joy to listen to’. In fact, she had been the daughter of a wealthy family that had lost everything in the war, and now, penniless, she had to resort to prostitution to survive and support her children. When she spoke in English, however, her refined ladylike image disappeared. What came out of her mouth was a horribly foul concoction of obscenities she had learned from talking to GIs. ‘Ottasmadda you,’ she asked Blakemore at one point. ‘You no likee fuckee? You cherry boy?’ If that was an example of MacArthur’s new Japan, Blakemore wanted no part of it.


Ultimately even official US policy was driven, in good part, not by ideology but by financial interest and the profit motive, although that particular facet of Occupation history was not commonly known at the time. Consider the political U-turn SCAP took in 1947, along with its social one. After a year of fevered reform during which SCAP purged some 200,000 people who had held responsible positions during the war – military officers, politicians, government officials and businessmen – while encouraging labor unions to form, Occupation policy was dramatically altered in what was known as the Reverse Course. The purged were unpurged, union activity restricted, and many other changes repealed.


The Reverse Course was ostensibly prompted by national security concerns – the rise of Communism in China, the onset of the Cold War with the Soviet Union, and subsequent fear of a Communist Japan (a prospect that, however, did not necessarily instill fear in all Japanese). Almost overnight, the new goal of the Occupation became one of making Japan a ‘bulwark against communism’, as opposed to the previous one of creating a ‘showcase of democracy’.


What most people did not know until much later was the role men from Wall Street played in it all, orchestrating, behind the scenes, a major lobbying campaign to revive the former prewar economic structure. Known as the Japan Lobby in some quarters, it was run by a semisecret group of American individuals affiliated with the Rockefellers, the Morgans and other large US multinationals that had substantial prewar business interests in Japan, long-standing close ties to leaders of the zaibatsu (financial combines), and, it went without saying, powerful connections in Washington. Its members included Secretary of Defense James V. Forrestal, who was also president of the large investment house Dillon, Read; William H. Draper, undersecretary of the army and future vice president of Dillon, Read; and presidential advisor John J. McCloy, the Rockefeller dynasty’s main lawyer and ‘foreign affairs minister’. These men argued that American interests lay in maintaining a highly concentrated economy in Japan under an industrial elite capable of managing it, who would make Japan a country fully capable of supporting itself, sharing some expenses with Uncle Sam in protecting Asia from the Reds, and also a country that would be attractive to American capital investment.


An early highlight of the Japan Lobby’s campaign was a December 1, 1947, Newsweek cover story, ‘Far to the Left of Anything Now Tolerated in America’, which helped bring great pressure on leaders in Washington to change SCAP policy. On the cover was California Senator William Knowland, a highly vocal defender of free enterprise, who had been critical of a radical zaibatsu deconcentration plan before the Diet known as FEC-230, in which hundreds of large companies would be broken up and awarded to the unions. (It was a plan supported by MacArthur, who held the industrial conglomerates partly responsible for the war and who had already ordered the fragmentation of Mitsui Bussan and Mitsubishi Shoji, Japan’s two largest trading firms.)


‘If some of the doctrines set forth in FEC-230 had been proposed by the government of the USSR or even by the Labor Government of Great Britain,’ Knowland remarked, ‘I could have understood it. It was unbelievable to me that such a document could be put forward representing the government of which I am a part.’


The magazine had relied on reports compiled by a longtime Tokyo lawyer to the US multinationals named James Lee Kauffman, who had taught at Tokyo’s Imperial University before the war and whose clients included Standard Oil, which had been selling its wares in Japan since the late 1800s, and General Electric, which had had deep ties to the Mitsui zaibatsu since the nineteenth century and had helped electrify Japan. (American companies had held three-quarters of all direct foreign investment in Japan, led by GE’s holdings in the Mitsui-affiliated Tokyo Shibaura Electric, better known as Toshiba.)


Kauffman, in documents first circulated to allies in the Departments of State and Defense, who then funneled them to the news media in Washington, painted a bleak picture of a socialized economy under FEC-230, one in which so many experienced executives would be purged from their jobs that the only people left to run the banks and other corporations would be ‘lowly clerks’:


If you have ever seen an American Indian spending his money shortly after oil has been discovered on his property you will have some idea of how Japanese workers are (already) using (new) labor laws …


You can imagine what would happen in a family of children of ten years or less if they were suddenly told that they could run the house and their own lives as they pleased … Were economic conditions otherwise, I am convinced Japan would be a most attractive prospect for American capital.


The lobby was formally established as the American Council on Japan in 1949, and it brought to bear enough pressure to ensure that its goals were readily achieved. Only nine of the 1200 concerns targeted for possible dissolution under FEC-230 were ever the subject of SCAP action, the old wartime ruling class was effectively restored, and the zaibatsu industrial combines allowed to regroup. At the same time, some 20,000 leftists or Communists – the very people the GHQ had been wooing at the start of the Occupation – were put out of commission by the G-2 intelligence wing with the help of several hundred once-purged members of Japan’s infamous Tokko-keisatsu, or Thought Police, who had been allowed to return to action, so to speak.


By 1952, all prewar investments in Japan by US companies had been fully recouped, all prewar Japanese bonds held by ACJ-affiliated companies had been repaid with interest, and all property lost or damaged from 1941 until 1945 had been compensated for – meaning that many US corporations ended up making a tidy sum on the war.


The above foreign investors went on to stake out strong positions in the form of joint ventures in key Japanese industries, including petroleum refining, aluminum, electrical machinery, chemicals and glass. They were led by the Rockefeller group, which over the fifty years following the war would be involved in more combined enterprises with Japanese companies than any other multinational. The Tokyo branches of the Chase Manhattan Bank and Bank of America were tapped to become major business financiers in Japan, allowed to extend credit in amounts equaling the Japanese national budget.


All in all, for some parties on both the highest and lowest rungs of the social ladder, the Occupation turned out to be a very profitable exercise. And the entangled web of veiled, mutually beneficial cooperation that underlay the whole process, sometimes bringing together the unlikeliest of bedfellows, was now in place. It would reveal itself often throughout the rest of the century.





2. Occupation Hangover


The special relationship between the United States and Japan begun during the Occupation entered a new phase with the signing of the Mutual Security Treaty on April 28, 1952, which formally terminated SCAP rule. Officially hailed in Tokyo as ‘fair and generous’, it gave Japan her freedom and stipulated that America provide Japan’s defense. Yet ordinary Japanese, perhaps, found little reason to cheer. Under the terms of the treaty, Japan had been forced to commit herself, reluctantly, to America’s hard anti-Communist stance vis-à-vis the Soviet Union and China and allow the stationing of 120,000 US troops on 150 bases dotting the Japanese isles. The country, in effect, remained occupied, and over the next several years a string of unpleasant occurrences served to remind the people of that fact. In November 1953, a Tokyo pimp drowned after three American soldiers threw him into a central city canal. In a similar incident the following month a Japanese salaryman lost his life. Then, in 1954, it was the Lucky Dragon affair, in which a Japanese fishing boat was irradiated accidentally by a US atomic bomb test in the Marshall Islands, causing the eventual demise of the ship’s captain. These outrages were followed by successive episodes in 1957 and 1958, when bored military sentries discharged their weapons and accidentally killed off-base Japanese.


Equally annoying may have been the bombardment of propaganda delivered in Japanese and English by the Voice of America and the activities of the various US intelligence agencies, who maintained a close surveillance over the people they were supposed to be protecting. The VOA had initially reported, for example, that the captain of the ill-fated Lucky Dragon died from a ‘liver ailment’ (not atomic radiation as was later confirmed). It also issued other nuggets of disinformation such as the following:


Today, let’s report on war brides. In the past ten years, over 5,000 war brides have gone to the United States. They have all gotten used to a new land and a new environment. They have nice, kind loving husbands and cute children and are spending each day happily.


Sometimes we are asked about racial prejudice against negroes in the U.S. Well, America is a free and democratic country and there is no such thing as discrimination. There’s no difference between black and white. Both lead abundant lives.


Letters of protest sent to the VOA regarding the inaccuracies of broadcasted reports were passed on to CIA offices in the US Embassy, where they were placed in a special file for potential troublemakers, who were then ‘interviewed’ by American intelligence. Other forms of thought control included the US State Department ban on export to Japan of films like John Ford’s Grapes of Wrath and Tobacco Road, as well as others that dealt with social injustice in America. On the other hand, proceeds from those films the United States did allow to be shown, such as Roman Holiday, The Greatest Show on Earth and Shane, were funneled to anti-Communist groups in Japan to circumvent yen–dollar conversion restrictions. (Revenue from petroleum sales was used in the same way, as was that from sales of the Japanese-language edition of Reader’s Digest.)


That aside, it was business as usual. Most sectors of Japanese industry, back in the hands of prewar owners, were busy churning out, at first, armaments, munitions, equipment, supplies and other military-related products to support the conflict in Korea. Then they moved on to other types of industrial manufacturing, thanks to a well-educated workforce willing to toil twelve to fifteen hours a day and to careful government direction of investment.


As early as 1956, Japan would pass Britain to become the world’s leading shipbuilding nation, led by Mitsubishi Heavy Industries and Ishikawaharimajima. A firm called Sony would already be making portable transistor radios, and the textile, steel and mining industries would be competing internationally.


Although Tokyo was still a dusty, rubble-strewn city where homeless ex-soldiers vied with street urchins for handouts and graduates of Japan’s esteemed Tokyo University drove cabs (Renault cabs because there were no domestic autos), the economic recovery was especially noticeable during the year-end holiday season, when Japanese business corporations held thank-you banquets for suppliers, clients and workers to reward them for their devotion. Faced with a rare opulent buffet and all the alcohol he could consume for free, the impoverished, malnourished employee (whose average waist size was estimated to be about twenty-four inches) would gorge himself and inevitably wind up getting sick on the way home – which inspired a popular haiku of the time:


Christmas,


Stars in the heaven


Vomit in the street


In 1952, 1953 and 1954, the list of all income earners, Japanese or foreign, as reported by the National Tax Office, was topped by the aforementioned Blakemore, a self-confessed Japan addict who, after translating the Japanese Civil Code into English, had set up a private commercial law practice on the Ginza, taking on many of the clients of the ACJ’s James Lee Kauffman, who willingly provided the introductions. He represented General Electric, RCA, International Nickel, and Dow Chemical in joint ventures with big Japanese firms. Blakemore hobnobbed with the likes of John Foster Dulles, John D. Rockefeller III (one of the five brothers indirectly controlling the Standard Oil and Chase Manhattan Bank empire and the largest single foreign investor in Japan), Shigeru Yoshida, who was prime minister of Japan from 1948 to 1954, and the Crown Prince.


To some Japanese, the tall rangy Oklahoman embodied the ideal image of the American, the one they saw in the popular TV series Father Knows Best. He lived with his wife, a graphic designer with the State Department named Frances Baker, in a newly built American-style house that stood on land in central Tokyo purchased at bargain basement prices. There was a big, modern, American-style kitchen and a huge refrigerator stocked full of food. Blakemore’s dogs, a pair of blooded Irish setters, ate better than most Japanese.


Tokyo was a city brimming with opportunity of all sorts where there were also thousands of other gaijin – ex-Occupationnaires, carpetbaggers, drifters on the make – whose presence caused many Japanese observers to bemoan the transformation of Tokyo as a ‘miserable colonial city’.


One of them was American Ted Lewin, a thickset, flashily dressed man in his fifties, of Asian extraction it was rumored, who traversed the ruined city in a black Cadillac limousine, one of the few deluxe cars in a sea of Army jeeps and three-wheeled trucks. Lewin, a mobster formerly associated with Al Capone, introduced casino gambling to the Japanese.


Gambling was illegal in Japan and had been for centuries (the old shoguns had believed that such a ban was necessary to maintain order among the populace, even though they themselves occasionally invited the bakuto into the castle for a private gaming session). Indeed, the only type of public wagering allowed was on thoroughbred racing under the aegis of the Ministry of Agriculture and on municipally sponsored bicycle and motorboat races established after the war specifically to raise needed revenue for local government. In fact, the Japanese authorities took the anti-gambling laws so seriously they once blocked a raffle at the American Club.


But Lewin, who had been in and out of Asia since the 1930s – he had managed the Riviera Club in Manila and had reportedly maintained a business relationship with the Japanese Imperial Army there during the early stages of the war – had a fairly good idea of how things worked in Japan. He had paid a $25,000 bribe to a certain Japanese politician, one of the first recorded post-Occupation bribes, and that was enough for the concerned authorities to look the other way while he opened up an operation on the Ginza.


The set-up looked like something out of a Warner Brothers movie. On the first floor was a nightclub restaurant, with a Filipino band, called the Club Mandarin managed by Lewin’s Taiwanese unwitting landlords. On the second, down a narrow back corridor near the restrooms, was the casino. There was a peephole, several levels of guards, and double-layered walls enclosed by iron shutters. In the inner sanctum stood a big Las Vegas – quality roulette wheel, as well as craps, blackjack and baccarat tables. Thanks to the patronage of the diplomatic crowd, Japanese politicians, and assorted black market gang bosses, several hundred thousands of dollars changed hands there every night.
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