shall be restricted to the maintenance of these industries which will
sustain the level of cconomy and standard of living fixed in
accordance with principles determined by the Far Itastcm Commission
and consistent with the Potsdam Declaration.

The eventual disposition of those existing production facilities
within Japan which are to be eliminated in accord with this
programme, as between transfer abroad for the purposc of reparations,
scrapping, and conversion to other uses, will be determined, after
inventory, in accordance with the principles laid down by the Far
Hastern Commission or putsuant to the Terms of Reference of the
Far Lastern Commission. Pending decision, no such facilities either
suitable for transfer abroad or readily convertible for civilian usc,
shall be destroyed except in emergency situations.

2. PromorioN or DrmocraTic Forcrs

Organizations of labour in industry and agriculture, organized
on a democratic basis, shall be encouraged. Other organizations in
industry and agriculture, organized on a democratic basis, shall be
encouraged if they will contribute to furthering the democratization
of Japan or other objectives of the occupation.

Policies shall be laid down with the object of insuting a wide and
just distribution of income and of the ownership of the means of
production and trade.

Encouragement shall be given to those forms of economic activity,
organization and leadership deemed likely to strengthen the
democratic forces in Japan and to prevent cconomic activity from
being used in support of military ends.

To this end it shall be the policy of the Supreme Commander:

(@) To prohibit the retention in important positions in the
cconomic field of individuals who because of their past associations
or for other reasons cannot be trusted to direct Japanese economic
effort solely towards peaceful and democratic ends; and

(b)) To require a programme for the dissolution of the large
industrial and banking combinations accompanied by their pro-
gressive replacement by organizations which would widen the
basis of control and ownership.

3. ResumprioN oF Pracirur Economic Acriviry

The policies of Japan have brought down upon the people great
cconomic destruction and confronted them with economic difficulty
and suffering. The plight of Japan is the direct outcome of its own
behaviour, and the Allies will not undertake the burden of repairing
the damage. It can be repaired only if the Japanese people renounce
all military aims and apply themselves diligently and with single
purpose to the ways of peaceful living.. It will be necessary for them
to undertake physical reconstruction and basically to reform the
nature and direction of their economic activities and institutions.
In accordance with assurances contained in the Potsdam Declaration,
the Allies have no intention of imposing conditions which would
prevent the accomplishment of these tasks in due time.
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