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- 
during the 198Qs, ecc@omic friction ?P between the two nations- 

also intensified and it was feared that this might develop . 

into an Iteconomic grar.It Accounting for more than 35% of the 
- .  3 

&rld .. GNP, todayf; United states-~eanesi economic 

relationship has serious implications for the global economy 

- ..in such areas -as international trade and finance. -Thus the 
%) 

res&lution of the coiflictuai aspect of United States- 

Japanese relations is necessary. This thesis proposes that 

... the two nations have different concepts of interdependence, 

and this difference is one of the major causes for the. 

economic friction. 

The purpose of this thesis is to clarify the difference 
8 

between the Japanese and the ~merican concepts of 

interdependence and examine the impact of the difference on 

United States-Japanese relations. Chapters. 1 and 2 explore 
0 

the two concepts of interdependewe by reviewing the postwar 

foreign relations surrounding the United States and Japan. 

Chapter 3 compares tAe two concepts and clarifies the 

difference between them. Chapter 4 discusses, first, United 

states and Japanese foreign assistance policies, second, the 

Structural Impediment Initiative talks of 1989 and 1990; and 

finally the, argument of so-called revisionism, a 

coxrtroversial argument evolved in the American mass Snedia 

about how to handle problems with Japan. 

i i i  



/ - 
" This thesis submits 'that: Japan - interpreted 

- interdependence as an opportunity to be more independent 

from external constraints, whereas the United States viewed 
- .  

it as a political-economic instrument to retain its power to 

influence others. In the conclusion, it "is argued that 

' these respective concepts of interdependence may have to 

change in accordance with changes in the two nationsf power 

relations. The asymmetry in the early postwar United States- 
, 

Japanese relations was highly in fayor of the United States. 

Over the last decade, - however, relationships between the two 

nations have been becoming more symmetric in some areas, 

though the two nations may not necessarily benefit equally 

from them. Japanf s growin'g importance to the international 
6 

political economy must be accompanied by an increase in its 

\ commitment to international responsibiliiies. Thus Japan can 
L. 

no longer X \ avoid its involvement in international affairs. 
r 4  

The United States on its part must recognize the current 

condition where, despite its continuing p~eeminence in the 

international community,. power must be shared by those 

capable and willing. ' 
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As the United States, which has ~ i - ~ n i f  icant gJoba1 
v 

' % 3- 

economic and political influence, becomes increasingly 
* , 6 

depe.ndent on Japanese trade and investment to maintain the 

vitality -of its kconomy and to finance its .government 
* .  

budgets, the development of Uqited States-Japanese relations 

is no longer considered to 'be 2 solely bilateraf'.issue. 
B 

Now that Japan has the capability to'play an important role 

in international relations, the entire community of nations 

? - is watching the direction into which United StatesLJapanese 
b" . 

interdependence is going to develop. 3 7 

interdependence. is - fri'quentiy a ! discussed by statesmen and 

international businessmen of ,Japan and the united States in 
4 

terms of the enormity of their nationst mutual trade and 

capital transactions. They are often inclined to view the 

size of these transactions as evidence of each country's 
> 

" need of the other and they automatically assume tha,t the two 

nations are highiy interdependent. Some observers and 

participants even argue, . that interdependence has opened the 
B 

door to a borderless ecbnomv.. This ~,onclusion, A * however, 

needs reassessine. The . terh -. .  interdependence has been so 

integr:ateq into our everyday language that it seems to be . , 
' b + 

.- taken* for. granted that .+he United States and Japan perceive 

interdependencg in $he same way. 'Indeed, because of the . , . 
.h 

overal'! cooperative and friendly ,.'united States-Japanese- . 
5- 

relations, the serious impliaations of difference in their 



respective understand.ings of the "interdependenceM 

has not been adequately 'examined. 

concept 

Int'erdepepdence can lead to, conflict as ' well - as 

cooperation. As the interconnections between numerous 
* .* 

interests of the United States ' and Japan increased-, ; the . -- 
competition and conflict of these interests has intensified 

- L 

as well. The governments of the United States and Japan 

are , therefore, compelled to take action to defend the 

injzerests in their countxies. Moreover, the United States- . 
Japanese economic friction has become even more difficult to 

a 

deal with b&ause of the complexity of the trade and 
- '2" 

investment ties between the two countries, and the . ,+ 3 
- 2% 

relationship of the U. S. bilateral trade def ici.t with Japan Y&& 

to Japan's own domestic economic policy. 

This thesis presumes that the belated realization of 

difference between their respective A concepts of 

interdependence has been one of the major causes of greater 

United States-Japanese economic friction. Japan's growing 
& 

awareness of interdependence with the Uniged States and 

other nations has given it a strong impetus to seek 

independence from external constraints. Conversely, the 

United States interprets interdependence as being the strong 

link with its allies and friends, and the asymmetry in their 

power relations is one of the strong factors that enables 

the United States to obtain its desired outcomes in 

. political-econ~mic negotiations. Japan believes that 



interdependence enables it to have greater autonomy in its 
- . - 

policy making, while the United States believes that 
- 

int&dependence justifies interference in * other nations' 

domestic affairs, if necessary. 

, In order to prove this postulate, Chapters 1 and 2 

elaborate on the Japanese and American concepts of 

' +  interdependence in light of the historical background of 

U.S.-Japanese relations. We base the analyses mainly upon 

go-vernment documents and public speeches of heads of 

governments or their deputies so that there is consistency .. 
in the argument. Chapter 3 attempts to clarify the -.- 

difference be ween &he two concepts, and Chapter 4 examines Letts of the difference on U.S.-Japanese the actual e 

relations. Finally, Chapter 5 concludes the arguments of 

the -previous chapters and &;elops them into a .  future ' *  

A - 
prospect of U.S.-Japanese interdependence. -- 

- 



CHAPTER ONE. 
THE JAPANESE CONCEPT OF INTERDEPENDENCE 

From 1957, when the Japanese Ministry of Foreign Affairs - 

compiled its first annuai report, until 1964 , United States- 

Japanese relations were often described as ''very close and 

friendly. tt In 1965, the word interdependenceN made its 
\ 

first appearance in the Blue Book of Foreign ~ffairs. . .' 
* - 

We have en'tered a new era in which [Japan and the 
U.S.] share responsibility and make positive contributions 
.... The interdependence between'Japan and the U.S. in 
terms of economy-and trade is extreme-ly deep. Japan's trade 
with the U.S. accounts for 30% of its total foreign trade, 
and Japan is the second biggest customer of the U.S., 
particularly its No.1 customer of agricultural products. 

In such an intimate economic relationship, L i t  is a - 
matter of course that the number of economic agenda and 
conflicts of different interests is not small. The Japanese 
government, however, has been making every effort to balance 
the interests of the two nations without harming the close 

1 cooperative reaationship. A 

In the context the word was used, Japan merely wanted to 

point out that the two states were economically 

interdependent because of their very close ? t-rade 
- > 

relationship. By then, Japan had become the second largest 
- 

trading partner of the United States next only to Canada, 

and the largest overseas partner. The 1965 figures show :e 
that whilk 30% of Japan's trade was engaged with the United 

States, the volume constituted less than 10% (7.5% of the 
3 

to&l exports and 9% of the total imports) of U.S. foreign 

trade. Thus, the word interdependence was used only in 

1 Waaa Gaiko no Kinkyo (Blue Book of Jarsants Foreian 
Affairs) of 1965 (The Ministry of Foreign Affairs), p.25. 
A Blue Book .is an annual report of Japanese diplomatiq 
activities and foreign relations. 



{ reference to a rather asymmetrical trading Jrelationship 

between the two nations. , . . 

1 

The second appearance was made in the joint communique of 
*- 

President Niyon and Prime Minister Sato in Janudry 1972. 

The Prime Minister and President, recalling the more than 
one hundred years of association between the two countries, 
emphasized the importance of Japan-U.S. relations being 
founded on mutual trust and interdependen~e.~ 

"Interdependencew in this communique has a broader 

connqtation than the usage in 1965, as the sentence that 

follows. indicates, Itnot only in terms of trade, but also in 

political, security. cultural, and educational fields.ll3 

Yet, it still refers to the two nations1 bilateral 

relationship. 

In contrast to these two usages, I1interdependencett in its. 

third appearance in 1974 has a quite different connotation. 

The relations not only between advanced nations but 
also between advanced nations and developing countries have 
been deeply interwoven into a fabric of a deep and broad 
interdependence .... The question of the moment is how to 
solve the conflict of mutual interests among nations through 
cooperation and concessions, and establish , a new 
international order for smooth deyelopment of these basic 
interdependent relations. 4 

The quotation above indicates that Japan revised its 

interpretation of interdep.endence after the Oil Crisis of 

1973. It refers to multilateral relationships with many 

other countries in the world that are important to Japan. 

2 "Foreign Policy," (a translated abstract of the Blue 
Book) White papers of Ja~an 1972-73: annual abstract of 
official report and statistics of the Japanese uovernment 
(Japan Institute of International Affairs), p . 6 8 .  
3 Ibid. 
4 White Pa~ers of,Japan 1974-75, p.72. 
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This chapter elaborates on these different interpretations - 

of interdependence by reviewkng the historical background of 

Japanese postwar foreign relations. We explain Japan's 

legal independence from the United States occupation, the 

transition ftom dependence on the United States to 

interdependence, 'and finally the internationalization, of 

Japan in the 1970s and 1980s. 
rP 

B 

I. Jawan's ~nde~endence and its Limits 

For post-war ~dpan, to regain national independence I 

simply meant to depart from its overall dependence on the 

United States. 

Although the Allied occupation of Japan began on 

September 2, 1945, Japan was in fact entrustea to the United 

States for virtual1.y -.. an exclusive occupation. For the United 

States, the original goal was to,: recreate  ban as a 

potential good friend in the Far East by carrying out a 

variety of reforms that were designed to democratize its 

political, socioeconomic and educational systems. 

The major. task Japanese Government "as, 

from the outset, to the occupation and regain 

sovereignty and imdependence. The Ministry of Foreign , 

Affairs established a research committee as early as . 
November 1945 to formulate a pb-licy toward a peace treaty, 

3 
and tried as much as possible to keep in frequent contact 



with the United States, through which\Japan wished to convey 

its wish to the ~llies.* In the meantime, thk United States 

was also considering the withdrawal of its occupation forces 
. .  

General, Douglas McArthur argued that the - .  from Japan. - 

occupation should not continue any longer than three years. 

' ~ e  suggested that a prolonged occupation would probably 

cause deterioration of the- military forces1 discipl-ine, 

which .in turn would arouse further resentment in .the 
1 

populati.on towards the occupation  force^.^ 

Japan's concern over the -peace treaty was, first, with 

the scope of the treaty; that is, should it be signed with 

all of Japan's former belligerent countries, or would it be 

wise to exclude the Communist powers. Second, there was the 

ques$.&bn .. . of Japan's rearmament. 
- 

In a sense, the solution-to these concerns came with the . 
- 

outbreak of the Korean War in 1950. Idealists in Japan 

generally believed in an al$-party peaGe treaty, whereas the 

realists maint'ained that it was in Japants interests to 

cooperate with'the United States and Great Britain. When the 
9 

Kprean War broke out, the antagonism between the Soviet 

Union and the United States, the two superpowers backing the 

-war, was seen by many as excluding the possibility of 

sig'ning a peace treaty with ,both blocs. At the same 'time, 

"Tokuju," the special demands arising from the United 

Nations forces in Korea, revived the Japanese economy. Such 

'5 Yu Ikei, Hihon ~aikoshi Gaisetsu (Tokyo: Keio Press, 
1972) , p. 238. - 

6 Ibid., p.240. " 



economic gains from supporting the'mericans and British led 
r $7 
u' 

many in Japan to favor the realis& view-. . 

Regarding the issue of rearmanrent, Japan wanted the I 

American forces to continue to provide military protection 

rather than having to rearm itself. Besides, it was 

economicafly not feasible for Japan to form adequate armed 

forces for its own defense at that time. The United states, 

.on the other hand, did not intend to ensure Japan's security 

indefinitely. In his New Year Message in 1950, General 

McArthur, who had previously been against Japan's 

rearmament, gave a new interpretation to Article 9 of 

Japan's constitutiofi, the stipulation in which Japan 

renounced its right to rearmament. He said that the 

stipulation did not necessarily deny Japan s right to self 

defense in case of aggression by another country. Then, 

when the Korean War broke out, he compellingly ordered Japan 

to form a defense force, which would fill /the gap left by 

the American military forces that had left as the United 

Nations forces in Korea. Nonetheless, such a defense force 

was certainly hot sufficient to protect Japan from a 

potential enemy, which was assumed to be the neighboring 
rr 

Communist powers. The United States at last announced, as 

a solution to this, that it was .prepared to retain its 

military forces in Japan even after the termination of the 

occupation, if Japan so wished. 

In this way, the unwanted rearmament of Japan was 

inaugurated, and a security arrangement was to be instituted 



between Japan and the .United States to supplement Japanese 

defense forces. Such a security arrangement, hany 

dissidents from the Communist and socialist parties in Japan 

protested, seemed %o undermine Japan's desire for real 

independence. Nevertheless, Japan finally signed the Peace 

Treaty with 49 countries in San Francisco in 1951. Japan 

thus regained independence, at least technically, and became - 
a member of the Western bloc led by the United States. 

Revision of the Security Treaty 
+- 

Japan's sense of iriferiority as 

rather than an independent one remained 

I f independence means "freedom 

a dependent nation ' 

even after 1951. 

from dependence. on 

economic, political, and military domination of oth~rs, and - 
i 

being self-sufficient, u7 it would be hard to consiber - ttie 

Japan of those days as an independent nation, g-iven theisize 

and range of support provided by the United States. 

In the late 1950s when the Japanese economy was growi 

at a steady pace, and its Self Defense Forces were formed,\ 

the one-sided and unequal nature of the security arrangement 

with the United States began to stimulate some Japanese . 

nationalists to think about the revision of the treaty. B 

Their particular concerns were: 

1. While Japan had an obligation to approve the stationing 0 

of American forces, the U.S. had no obligation to ensure 
Japan's security; 

-9 

7 Roger Scruton, A Dictionary of Political Thouuht (london: 
the MacMillan Press, 1982), p.217. 

5 
B 



2. There was no articulate specification of the termination 
date, which was left to Washington's discretion; 

3. There was no specification of,$he scope and the purpose 
of the activities conducted by th* Agerican forces in 
Japan ; 

4. The United Statem had the right, at the Japanese 
government's request, to intervene ih domestic disturbances 

* 

a in Japan. It is very rare that an independent nation would 
approve of this provision; and 

5. Japan was obliged to consult with the U.S. and obtain 
its consent before approving any stationing, exercise, or 
passage of a third nation's military force. 

The United States at firsc responded to Japan's claims by 

acutely pointing out that the Japanese constitution would 

prohibit thq idea of an equal and cooperative security 1 
arrangement, since. a substantial rearmament of Japan woul 'e 
be necessaqy and inevitable. . 

P 

Meanwhile, the conservative Party government )and the 
'. 

steady ,economic recovery in Japan were contributing to 
2 

p,olitical stability. On the supposition that these -factors ' 
k 

'would enable the reinforcement and moderniption of Japan ' s 
defense .forces, the United States became more ,flexible 

4' 

mabout' the. proposed revision of the security arrangement. 

The revised version of the arrangement, the Treaty of Mutua 

Cooperation and security, was finally signed in 1960. 
'9 

= 4 
* _  

% A  The revised treaty reflected Japan's demand for more' 
B Y 

- I_ --- mutuality and equality. It is, however, often criticized for 

- 
3 

-s 
_ being a revision that was actually a mere exchange of 'the 

c= - *+ g. s -obligation of the United States to assist. Japan's defense 
. , - .  tz - _ 

-, =an& the sobligation of Japan to provide ' the military 
> - 

? 
--+-PA , % , A facilities not dnly for its own security but also, with 



consultation in advance, ior the security of other areas in 

the Far East. 

One fact remained unchanged: unless - it decided to develop 

its own nuclear weapon capacity or full conventional 

capability for self deiense, Japan was still- dependent on 

American protectionF. This being the reality, - Japan was 

caught between its eagerness to be. independent from the 

tates and its unwillingness to possegs strong armed 
united+? '. 
forces. 

Economic Dependence on the United States 

When Japan regained independence-after the Second World' 

War, economic prosperity 
- 

the most important I goal. / 't'o - - 
pursue. ~earing the poten negative reaction among ~sian, 

nations* that were apprehensive of a revival of Japanese* 

"9 * militarism, Japan attenpted to downplay security matters. 

Instead, it hoped to make a peaceful contribution through 

its economic activities in the Asian region.. 

Given the indigenous scarcity of natural resources and 

raw materials and the destruction of its economic 

infrastructure at the w d  of the war, it was not easy for 

Japan to accomplish economic prosperity quickly, nor could 

this. be ac h ieved solely within the nation's borders. Japan 
1 

had to trade in order to survive, and trade requires % 

partners. In. the early 1950s there were partners who would 

supply Japan with vital natural resources and.raw materiais; 

or advanced technology and capital investments, and partners 



. L L 

. .  

who would buy Japanese products ~roducad from these imported .': 

raw materials. .Japan had two major partners: Asian nations, 

which had special relationships with it historically, 
, 

culturally, and geographically; and the united States, which 
. - 

dominated up to 50% of the global econckak activities- at 

that time as a result of the Second World War. 
, ak 

In 1955, Japan's exports to Asia accou,nted for 40% of the 

tbtal, and imports for 31%. Exports to the United States 
-. 

accounted for 22.3%, and imports for 31.2%. Together the 

United States and Asia accounted for more than half' of 

Japan's entire trade. The trading ,partners in Asia were 

important suppliers of-natural resources and raw materials, 

but their buying ability - was limited because of their 

economic difficulties. The United States, on the other 

hand, provided Japan with economlc aid, investment, high - + . 

technology.and 'agricultural products, and at the same time 

I bought a considerable portion of Japanese products, whose 
J 

quality was yet to be improved in mder to meet the 

standards of advanced nations. In this way, the United 
L 

States played a triple role of supplier, customer, - and 

economic aid provider for Japan. 
1 

11. From Dependence to Interde~endence -i 

- 

Japan's confidence as an advanced industrial nation was 

beginning to show in the early 1960s. During the beginning' 

of its economic recovery,+the main manufactured products 



a 

B 

4 

that Japan exported were labor-intensive consumption goods 

such as toys, rubber sandals, andtextiles. Wade in Japan1@ 

in' those days was associated with inferior quality. -- By the 

end of the 1950s, Japan's effort to improve the quality of * ,  

its products p'roved to be fruitful. For example, its 

. \ T precision instrumkt products '.like cameras, radios, and 
/ 

sewing pachines found increasing market acceptance in 
I ". 

Canada. By 1963, Japan, had rapidly developed to become the 

third largest economy in; the Western bloc following the 

United States and West Germany. Such success motivated Japan 

to show strong interest in becoming+a member of the Itclub of 

rich advanced nations, which includes the organization for 
# 

Economic Cooperation and Development (OECD) and the 

I%rnational Monetary Fund (IMF). The following quotations 

are typical examples of such interest. 

The importance of Japan's membership to OECD is that OECD 
can be an organization that is truly representative of the 
prosperity _of the free world only by coopting Japan, a 
nation with more than $50 billion GgP annually and a high 
economic growth. 

As a nation heavily dependent on trade, it is of extreme 
importance for Japan to participate in the di'scussion at the 
conference of OECD to induce more consideration to the 
interest of .Japan. 9 

The year 1964 is .often described as a glorious year for 

Japan. It finally obtained memberships, with the United 

States as its main sponsor, in the two major international 

organizations, the OECD and Article 8 status of the IMF; 

8 Blue Book 1960, p. 180. ~' 

9 Blue Book 1963, pp.235-236. 



Japan had completed two consecutive long-range economic 

plans with satisfactory results; and further international 
\ 

recognition was achieved by the Olympic Games which were 
, 

5 * 

held in Tokyo in the same year. 

Japan's confidence was followed, by its determination to 
- 

behave and act as an '*internationally cooperative and. 

responsible nation, commensurate with its position. 1110 This 

determination was derived from two major changes in the 

international environment. Firstly, the American balance- 

of-payment deficit due to it$ military expenditure and 

generous investments overseas had been eroding itsd 
J 

\ 
€ 

predominant position in the international economy. For this 

reason, the credibility of the dollar became a grave 

concern of every nation that used to have full confidence in 4 

tha soundness of the U. S.  economy $s the principal engine of 

world) economic - growth, and subsequently other advanced 
0 

nations found it necessary to be more cautious. 

Secondly, -multi~olarization of international relations 

appeared to have replaced bipolarism. France, under the 

initiative of General Charles De ~ a d l e ,  began to contend 

that each nation should pursue its own policy based on its 

national interest. It independently set out to improve its 

relationship with the Soviet Union and officially recognized 

the People's Republic of China in 1964. France also 

disagreed with the American plan of integrating the allies, 

and, having become a nuclear state in 1960, seceded from the 

10 Blue Book'1964, p.28. 



military .aspects of the North Atlantic Treaty Organization 

(NATO) in 1966. The European Community was about to be 

formed, potentially creating as huge an economic entity as 

the United States. As for developing count;ies, seventy- 
. . 

five nations united to act in solidarity against the 

advanced industrial nations in pursuit of recreating 'the 
D 

existing international order. In other parts of the world, 
b 

as U.S. President Eisenhower and the Soviet First Secretary 

Khrushchev met at Camp David in 1959 in an effort to pave a 

way to detente, Ch-ina began to pursue its own Communist 

policy independent of the Soviet Union. China became a 

nuclear state despite opposition of .the Soviets, whd wanted . 

China to remain dependent on their nuc$ear power. As a 

result, economic coopgration betQeen the Soviets and China 

declined. l1 

The perception of these changes in the international4 

environment led Japan to reconsider it,s position. Japan saw 

the relationships between the United 'states and its Western 
- 

allies as "at the end of the era of fierican assi~tance,~ 

and the beginning of Ira new era where each nation should 

share the respo-risibility in contributing to the welfare of 

the world. lr12 Under these circumst'ances, Japan began to 

place more emphasis on cooperation and consultation with 

other nations, but the very basic policy of maintaining and 

11 In Blue Book 1966, Japan showed its profound concern 
over the increasing antagonism between China and the Soviet 
Union, which appeared to Japan more like a cold war. 
12 Blue Book 1965, p.23. + 



promoting good relationships with the United States and Asia 

remained a top priority. 

Another important ten merging was politicization 
7 

of economic issues. As an American scholar, Robert Gilpin, 

explains, governments by their nature wint to control the 

process of their econ~mjc$$$~r~wth and make economic 

activities serve the pergeived interest of the state. 

However, the rapid advancement ~f high technology and 

communication facilitated economic and social activities 

across the continents and oceans in a variety of ways, 

making it possible for non-governmental actors to escape . 

political control and jump over the national boundaries. l3 

Moreover, in a world wherep the United States became more 

self -centered, international economic issues like trade 

barriers began to reflect each nation's political concern 

over its national interest, and made it more difficult to 

deal with economic and political issues separately. 

F9r a nation like Japan emerging as an economic power, 

but not a polit'ical-military power, these trends of 

multipolarization &nd politicization of economic issues 

were of primary importance to its national interest. It was 
- 

thus important for Japan not to be "left behind these 
* 

trends" and to take "a realistic and unprejudiced stance in 

order to determine what its basic national interest was.t114 

13 Robert Gilpin, The Political Economv of InternationaL 
Relations (New Jersey: Princeton University Press, 1987), 
p.11. 
14 White Papers of Ja~an 1971-72, p.34. 



The most frequently expressed concern qf Japan is the 

fear of losing its supply of natural resources and omer 
- < 

,--1 

vital primary products, and the sense of being a trade- 

dependent nation. Japan was beginning to realize that it was 

going to have to deal with these concerns in a Itmore 

complicated international environment, in, which numerous 

countries exert varying degrees of influence on one . 
another..1115 Yet, thePe was no specific policy proposed for 

/- 
the new era other tLap expanding intercourse with other 

nabions beyond ~ s i a  and the United States. 

Japan confirmed its departure from dependence on the 

United States for the first time, when the United States 

unilaterally announced its new economic pol icy designed by 

the Nixon administr,ation. International trade competition 

and conflict of interests among nations became problematic 

during the 19608, as Western Europe and Japan, relieved by 

the prospect of United States-Soviet detente, began to 

pursue their own national interests more uninhibitedly and 

sometimes against the interests of the United States. I 

Final1 y ,  being deficit-ridden in both balance of payments 

and trade, the United States had to give priority to its own 

national economy and mounting unemployment. The new U.S. 

policy, made without any prior consultation witK other 

advanced nations, suspended the convertibility of the dollar 

into gold, and imposed a 10% surcharge on imports. 



The significance of this surprise - manifesto .was that the 

United States used its political power to change the 

existing international monetary and economic system. The 

United States presumed, that the European and Japanese 

currencies would have to b-ued as an inevitable 

consequence of its new policy, hus devaluing the U.S. 

dollar. The ,devaluation of the U.S. dollar would then 

rectify what the United States considered unfair exchange 

rates favoring the competitiveness of foreign products. 
a. 

Furthermore, no prior consultation took place although 

these measures would have a serious effect on other nations' 

economies. The United States was able to carry out the new 

policy unilaterally because of its preeminent political 

power relative to other advanced industrial nations, which 

had few choices to adjust themselves accordingly. 

Nonetheless, for n, the Nixon Shock appeared as a 

euphemistic way fo United States to admit the demise of 

its unquestionable c ntrol over the international economy. 
- I= 

The following quotatfen suggests the Japanese interpretation 

of, and response t d the decline of American supremacy that - 

the Nixoh doctrine indicat . 2 
On JapanCs part, it is indispensable that it abandon such 

sentimental factors as dependence and antagonism [towards 
the U.S. 1, and associate with an attitude of pride and 
responsibility as a truly cooperative partner. 16 

This Japanese interpretation of the changes in U.S. foreign 

economic policy is important to note as one of the major 

16 Ibid., p.36. 
i 



elements that contributed to a shift in the Japanese concept 

of interdependence before the first Oil Crisis. 

* , 
The First Oil Crisis and Recession in 1974-1975 

The effect of the Oil Crisis in 1973 on advanced nations 

and non-oil-producing developing countries was so grave that 

it is usually being referred to in all kinds of discussion 

. of the international economy of the.period. The oil crisis 

8 = 
.was a turning point for Japan in 'terms of its concept of 

interdependence. It taught - Japan that the United States was 
not the only nation on which the weight of Japanese foreign 

t 

policy should be placed. The process of this. lesson may be 

analyzed in two ways, the immediate effect and secondary 

effect. 

- The Immediate Effect - 
In October 1973, Egypt and Syria attempted to retrieve 

their territories previously occupied by Israel,. which 

to the Fourth War in the Middle East. The 

of Arab Petroleum Exporti countries (OAPEC) 
6 - A 9 

was formed -to express the Arab poliQical unity, and used an 

oil embargo against the Western advanced nations, 

particularly the Unit tates and the Netherlands, in order 

to induce a pro-Ar pol icy. Other members of the 

Organization of. Petr~leum Exporting Countries (OREC) soon 

cooperated, with the ~rab~countries and took. full advantage 



of the economic dependence of many advanced nations on their 

oil. 
i .  

Among the oil-importing advanced nations; Japan was one 

of those most severelkaffected by the oil shortage-problem. 

It .is a yell-known fact that Japan has to import almost all 

of its oil, and 88% of its oil came from the OPEC countries 
9. 

in 1973. The impact of the oil crisis was, therefore, , , 

tremendous in Japan. For example, consumer prices increased 

by 24.5% in just one year be&ween 1973 and 1974, compared to 
r O *, 

11.7% in the previous year,. -a n which was the highest among 

major advanced nations. l7 A $ & ~ c J ~  we cannot conclbde from 
! 

this limited evidence t h e  Japap suffered the most, the 
a. 

immediate effect upon the nation was a response near to 

panic. 

When the oil, embargo was announced, Japan fackd a 

critical decision, which had to be made with an independent 
I 

consideration -of its national interest. Ip spite of the 

huge amount of its oil purchases from the OPEC countries, 
\ 

Japan was classified as an unfriendly country of the Arabs. 

Unlike the United States, which wa6 a large capital investor 

in the Middle Easf and had an enokous influence over 

Israel, or the case of Great Britain, which had a strong 

foothold in the region since the colonial period, Qyn, had 

neither bargaining' power nor cultural ties which couid have 

facilitated more understanding with the Arab countries. The 

17 Masataka Kohsaka, Shunpei ~umon, Kokusai Seii ikeizai no 
Kisochishiki (Tokyo: Yuhikaku Books, 1988), p.176. 



U.S. Secretary of State Kissinger had reportedly asked Japan 

not to taka any independent action, but Japan soon decided 

to take a pro-Arab stance, and dispatched the Deputy Prime 

Minister Miki to eight Middle   astern countries. There, he 

promised more economic and technological cooperation in 

order to have the oil supply resumed. For instance, Egypt 

received $280 million in assistance for the reconstruction 

of the Suez Canal; and Saudi Arabia obtained several major 

assistance grants for such public works as an oil refinery 

and railway construction. 

The relationships between energy-importing advanced 

nations and energy-producing developing countries. had never 

been so crucial before. Advanced nations as a whole had now 

, . become more and more dependent on oil as the primary energy 

for their economic grdwth. The share of oil among the total 

primary energy resources in the major advanced industrial 

nations had soared from 39% in 1960 up to 53% in the year of 
L 

the first oil crisis. l8 Half of the oil demand was produced 
- 

in the OPEC countries in the latter year, which rendered 

the oil-importing advanced nations vulnerable to the oil 

shortage and the subsequent changes in the oil price. Even 

when the immediate shortage problem was solved, as Japan, 

France and Great Britain adopted -a pro-Arab policy, - they 

remained anxious over the on-going conflict in the Midd1,e 

East. The reduction of oil production triggered a soaring 

18 Ibid., p.177. 



of the oil price from $2.5/barrel in late 1972 to ' 

$11.7/barrel in the spring of 1974, five times higher. Both 

advanced and developing countries learned from the Oil 

Cri'sis that economic products could be, converted into 

- political cBroducts and be %used as a means to exert 

influence on, vulnerable countries .like Japan. 

In addition to the diplomatic' lesson,. Japan's' self- 

consciousness as a small Country with'few naturaa resources 

and its vulnerability to disruption of energy supplies were 

brought home. For a resource-poor country like Japan, 
I 

energy conservation and development of alternative eqergy 

sources, which take time and endurance, were not enough to 
4 

insure its future resource acquisition. ' While continuing to 
- 

strengthen ties with its resource-supplying trading 

partners, Japan dealt with its epergy dependence problem by 

spreading its concentrated vulnerability to more countries~ 

outside of the Middle East region. For instance, Japan 

began to import more' oil from Mexico, Indonesia, and the 

Communist and Socialist countries, which were also major 

suppliers of mineral resources to Japan. 
4 

- The Secondary Effect - 
The first Oil Crisis triggered an economic recession 

unprecedented in the postwar era. A s  a result, the 

principle of Japan's fokeign policy shifted in 1974 from 

following the United States to reaching consensus with other 



advanced nations harmoniously, and it remained the key basis 

for the conduct of its diplomacy in 1980s. 

The significance of this recession to Japan was ref1ecte.d 
b 

in the increased frequency of high-level negotiations a n d 2  - 
conferences in which.Japan took part. The' initiation of 

3 

economic summit meetings is .symbolic in this respect. 

International economic issues like trade, exchange rates, 

inilatiom, and problems of protectionism were profound among 

advanced industrial nations t? such a degree that they had 
f 

to be dealt with on a high-level political basis and 

controlled in a multilaterally cooperative manner. It seemed 

the .role of government in the management and control of the 

international - economy had expanded and hence joint 

governmental operation and contr-01 were necessary. 

Nevertheless, cooperation among advanced nations was 

Accompanied by conf1i;ts. and frictions because of eaGh 

countryt s dzmestic problems and interests. Since a 

government usually gives priority 'tb its do&tic interests, 
. - 

the international cooperation+often-required concessio~s and 
., 

compromises. 

A nation's bargaining power counts heavily- in such 

concessions and compromises. It . is very important, in 

terms of interdependence, for a nation to know how its 

moves can affect other nations' moves and vice versa. As 
B 

for Japan, however, little is discussed in the Blue Books 

about the political or economic strength that it could use 

- - 



in the integnational bargaining proce;s. Interdependence was a 

simply describe& a the following: 

- Because the increasing interdependent rel&ionships 
among natio and the compleffity-of their nations, ?a country 
is influenced by an iscident in which it is not directly 
concerned.19 - 

'-1 

Japan s concept of interdependence was passive ; an 

interdependent world was one where Japan was influenced by 

other nations' moves. The absence of attention to the impqct 

of its own moves on other countries provides evidence for 

the passivity characteristic. 

The next section discusses the internationalization of 

Japan's economy. This internationalization led to a 

conspicuous transfer of' Japanese manufacturing operqtion a~ and 

- financial institutions to the United States and other . 
2, 

nations, increasing their sensitivity to Japanese foreign 

economic policy. i' 
! 
'-- 

- - 111. Internationalization arid Interdependence 

~nternational'ization is a goal that  ada an has been 

pursuing particularly' since 1985. It would not be' an 

$ 
exaggeration to say that the internationalization,of Japan 

is the product of a series of external demands .on Japan for 
e; - 

changes in its system and behavior, rather than a transition 

to a mature economy. Internationalization has resulted from 

19 White Papers of Japan 1979-1980, p.15. 



Japan's economic success 

itS.socioeconomic system. 

and the idiosyncratic aspects of' 

As an American writer puts it: , 

If Japan had not experienced such dramatic economic 
achievement, American decision-makers would not have been 
particularly concerned about Japan's domestic practices. ' If 
Japanls domestic political 'economy was like that of the I 

U.S:, the procedural changes associated with. diffuse 
reclpiocity, which have been at the core of American 
initiatives, -would have had more impact. 2o . 

  he first aspect is - its outward economic expansion. , The 

second aspect is the suQsequent opening of what A- many non- .. 

Japanese cdnsidered 4he closh -qapanese \ market.. Lastly, the. 
'-, 6 

third aspect is Japan's effort to coh~ibute , . to world peace. 
I '1 9 

and stability by nonLmilitary means. . -'l' 
-\ ?---.. 

- 

The Globalization of the Ja~anese Etmnomy 
1. 

A. nation's trade surplus should 
=a 

. celebration for the 

large, however, it can be a source of trouble for a na lofl 
' a\ 

-foreign economic policy,- and this has been the '2 
P 

Japan since . the . late 1970s.. The worldw.Ide econdyiq 

stagnation at the turn of the decade stimulated 

protectionist atmosphere in the United States and 
\ 

Europe in order to support their domestic industries from\, 

the effects of foreign competition. Japan, whose economy '\ 

m 

was visibly more expansive than other advanced nations , . 
except West Germany, instantly became a major target of this 

I 

20 Stephen Krasner, "Trade Conflicts and Common Defense: 
the U.S. and Japan," Political Science Ouarterlv Vol.101, 
No.5, (1986), p.803. 



protectionist mentality. The United States, because of its 
- 

- 

salient trade deficit with Japan, has been most aggressive 

in-pressuring Japan to reduce its trade surplus in the name ' 

of free trade and (from the Japanese point of view) in an 

effort to divert attention ' from the mismanagemeht of - ,  u.. s . 
- 

macroeconomic policy. 

Small changes in the pattern pf Japanese foreign-economic 

activities had already been taking,place since the early 

1970s, notably after the first Oil Crisis. The salient 

protectionist waves noted above motivated or necessitated 

many Japanese to transform their economic behavior into one, 

that would enable them to continue to 'make ptofits 'and - 
appease foreign pressures at the same time.. This 

transformation invblved the globalization of a e  Japanese 

economy. 

. 

The globalization of Japan's economy 

-.desire of many ~ a ~ a n e s e  ~o;~orat~ions 
- 

/ 
resulted from the 

to overcome . the 
, 

severity of the stagnant international economy of this - 
- ,  

period. It is- argued that i ternational production and 
. , 4 - 

finance are the two major forces hat have integrated the 

21 
'k 

- modern world economy. , The globalization of qroductio 
I -x 

and finance of -the Japanese corporations made the nation's 

economy one of-the most active ia the world. k 

* 

* ,  
21 The political ~conokv of International belations, 
op.cit., chapters 6 and , 8 .  
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Just as there are phases of economic development, there 

are phases in the pattern of investment, which is .generally 

directed to the most profitable industries and places where 

the returns are high and secure, and there are few " 

restrictions or regulations. 22 In the case of Japan, more 
4 

than 70% of its foreign direct investments were destined for' 

Latin America and Asia during the 1960s and early 1970s. 

The primary purpose was either to secure a stable supply of 

natural resources needed for Japan's' economic growth, or to . 

take advantage of lower. labor cost with relatively high 
N '  

productivity, especially in Asia, or both.23 By the end of .*. 
/ 

the 1970s~ however, many .Japanese were 'more concer~ed about - - 
- .  

rising protectionism in the United States and western Europe 

in the wake of the worldwide economic recession than with 
v' 

, - the ene?gy supply problem. For the latter problem? Japah 

had aidready :initiated a succ~ssful energy conservation 
! 

program. . A number of large- and medium-sized Japanese 

- companies were either forced or preferred to transfer their 
1B . * 

prodiction to these advanced nations in order to, - forestall , 

* '  
protectionism. Western European countries e%ew"demanded 

that Japan qnd other countries establish lo.& manufacturing 

instead of hqorting their prodkts: For instance,' Nissan 
I )  J 

began to proguce automobiles in West ~ermany, and Matsushita 
I 

Electric ComPany began to'produce its VCRs- (video cassette a 

I 
+, 

I t 

22 For example, it is said 'that New York currentl; 
satisfies allithese three conditions for investments. 
23 As the wage standard in Japan rose, it lost its 
comparative advantage in labor costs. 

I 



e. 

24 The 'globalization- of ' recorders) in Spain and France. 

production was also accelerated by the appreciation of the 

and politidal instabilities in Asia and the Middle East., 
I 

An increasing number .of Japanese foreign direcg investments 

in production were, therefore, divkrted to advanced nations, 
1 

making, the typical image of Japan exporting manufactured 
C 

goods from home plants - somewhat obsolete. 

United States-Javanese Economic Relations * 

The economic relationship between Japan and the United 

States gained incrbasing complicacy due to several new 

features in their respective economic activities. Firstly, 

the economic recession during the early 1980s induced many 

corporations in the 'United States to rationalize through 

internation21 Ioint ventures and M&As,  mergers . and 
P 

acquisitions, or by overseas procurements such as those of 

automobile parts and electro~ic 'appliance components. Many 
4 

' 25 of the contracts. were dide 'with Japanese companifs. 

Secondly, as a natural consequence of the increase in import 

and export transactions, ' the number o f  financial 

subsidiaries of ,~apanese corporations increased sharpl*. 
J I .  

The increase was notable after the liberalization of the 

24 The pioneer of globalidation of production is Honda, 
which started its production of motorbikes in Belgium in 
1962. Two years 'later, YKK began manufacturing zippers in 
the Netherlands. 
25 According to ~ilpin, 40% of automobile components in the 
U.S. came: from Japan in the mid-1980%. In his opinion, the 
U.S. has P.bec~me "an assembler of foreign ~omponents.~~ 
Political Economy of International Relations, op.cit., 
pp. 255-57 r 



Japanese capital market, which _began in 1979 and has been 
* 

particularly significant after i985. Out of 104 substdiaries 

of *. Japanese corporations established as of May* l987, 

excluding financial institutions like banks, 85 were 
- 

established after 1985, and 26 of them were in the United 

States. The motives are primarily the local financial 

demands, improvement in the balance sheet of the parent 
, 

company, and avoidance 6f foreign excfiange risks. 26 . 
In short, for many Japanese corporations, foreign direct 

investment is a strategy for market expansion without 

exporting their products; it is the export of corporations 

themselves. The local establishment' of sales agencies, 
/1 

followed by -that of production Bnd financial facilities, 

even their ,subcontracting. firms, are indicative of the 
. . 

kture of the globalization 'of the Japa-nese economy. 
G' 

I Thirdly, ~ a g n  became an important financial 3 .  backer of 

the United states, which has now become a huge debtor 

natibn: In 1.983, the. United states was a creditor nation of 
L 

$150 .billi6n,' and no one suspected that it would ever be a 

debtor nation. In those years, the Reagan administration 

was pursuing its so-called:Reaganomics in an effbrt to solve 

its trade and ,budgetary deficits, and had an absolute faith 

\. In it. TaxL cuts and greater government expenditures were 

expected to stimulate domestic demand in the United States, 
\ .  

which would, as a result, enable the government to earn 

more tax revenues - and rectify its budgetary def icit'. These 

26. Japan ~conomik Studies Vol.10, No.4, Summer 1989, p.82. 



measures were also expected to stimulate domestic 

production, which would create more jobs and promote 

exports. In practice, there was a miscalculation. The 
\ 

government spent extravagantly, particularly on defense, 

which during this period was said to be the largest 

expenditure in the postwar period; the domestic demand 

increased as expected, but this resulted in increased I 

I 

imports due to the unexpectedly low rate of investment in 

production. Between 1982 and 1985, when capital investment 

increased by 2 5 % ,  investment in manufacturing equipment rose: 

klightly by 8 . 5 % ,  and investment in manufacturing facilities 

such as factories even declined. The United States was thus 

more and more dependent on imports to meet the increase in 
b% 

its. domestic demand, and on foreign capital to finance - its 

budget, swelling the deficit in its capital balance. By the 

end of 1985, the United States had become the wqrld's 

largest debtor nation. 

On the'other hand, Japan replaced West Germany as the key . - 

supporter of the U.S. economy by holding the dollar and- 

buying U.S. Treasury bonds, as West Germany became less 

willing to do so, though the latter is still an important 

financial supporter of the. United States. Accordingly, a 

great deal of Japan's trade surplus with the United States 

returned in the purchase of American securities. The 
8 

. . Japanese government encouraged companies to invest their 

surpluses overseas where protectionism could easily rise 



against Japan. 27 The introduction of such incentives as 

States attracted Japanese investment, rapidly increasing 
i 

the capital' outflow from Japan into the united State-s in the 

latter half of 1985. In 1988, Japan's trade surplus with the 

United States was $55.488 billion, but at the same .time 
8, 

$59.260 Billion went back to th& United States as long-term 

capital investments, including the $36.214 billion purchase- 
v 

of American securities and $18.969 billion of direct 

investments. 

In spite of the serious deficits in trade, government 

budget and international payments, attractive opportunities 

- -  - in the U.S. market for profits and other factors such as 

political stability enable the U.S. government to- continue 

bornowing foreign capital. It seems tb imply that the 

investor countries still count on the future J and leadership 

role of the U.S. economy. Presumably, otherwise they would 

not have been investing in the United States. More 

importantly, however, by investing in the United States, 

\other nations can sustain the U.S. economy, which in return 

is so vital to their own national interests and the health 

of the world economy. The collapse of the American world- 
P 

export-absorbing power would have a phfoundly deflationary 

effect on the entire world economy. In this regard, Japan is 

27 The increase in Japan's capital outflow is incredible. 
It was $17.7 billion in 1983, jumped to $64.5 billion in 
1985, and soared to $131.5 billion in 1986. 



undoubtedly one of the nations 

affected, and . therefore has 

that would be imme-asurably 

a significant reason for 

sustaining a healthy U.S. economy. ,More than 90% of the 

account of Japan's foreign transactions is settled in U.S. 

dollars. Trade with the United States cutrently accounts for 

about 35% 'of its foreign trade transactions. Furthermore, as 

the, Blue Book puts it: 

Overall U.S.-Japanese relations should not be harmed by 
mere economic conflicts -between the, two nations. It is not 
a bilateral problem any more, and developing into a global 
cooperation, which extensively contributes to the - 

28 international society. - 

The triangular trade relationship 'among the United States, 

Japan and Asian Newly Industrializing Countries (NICs) is a 

good example (see Table I; also see Diagram I in the 

Appendices). Japanese industries are also indirectlv engaged 

in business with the United States, which can be described 

as the following. On one hand, the largest amount of the 

Asian NICs imports come from Japan. Japan exports machines, 

high value-added products, capital goods and technologies to 

the Asian NICs, which are necessary for the production of 

goods that they in turn export to the United States. On the 

other hand, the largest amount of -AsIan NICs exports is 

directed to the United States, 22% of whose total trade 

deficit is with the Asian NICs. The quotation above also 

implies that global U.S.-Japanese cooperation can assist 

* debt-ridden nations to achieve self-sustaining economies. 

28 Blue Book 1987, p. 3. 



Table I. The Share of Trade among theIJ.S., Japan and NICs 
in 1987 ( % )  4 

Export to: Import fyom: 

JAPAN U.S. NICS JAPAN U. S. NICS ' 

. 
KOREA, REP. OF 17.8 30.7 5.8 33.3 21.4 + 3.6 

TAIWAN 13.0 44.2 11.4 34.3 22.1 5.1 

HONG KONG 5.1 27.8 6.2 19.0 8.5 12.7 

SINGAPORE 9.0 24.4 10.7 20.5 14.7 9.9 
A 

Source: Blue Book of Foreian Affairs 1988, p.110. 

* 

In contrast to the American eagerness 

Japan has not been very enthusiastic about 

initiative in the .international community. 

for leadership, 

taking a strong 
/J ' 

It tended to be 

interested only in the international matters that are 

extremely relevant to its national economy. Such limited 

ttention jbf Japan to international matters has often given 
4 .  

other nations an impression that Japan's economic strength 
b 

is not matched by its political conviction. , 

'. y-. 
P .s 

Internationalization and ,Japan's Uniaueness 

Japan's foreign policy in the latter half of the 1980s 
% 

has two aspects, which are prima facie contradictory: 

international'jzation and the preservation of Japan's 
$k 

uniqueness. In adopting i~iternationalization, Japan, which 

had usually tended- to adapt to the given international 

situation, stepped forward to partici~ate actively in the 



international community. W e n  it comes .a $0 matters whose - - -  

-- I _ 

internationalization was unfavorable to the orderliness of 

Japan's domestic politics. and _economy, preservation of its 

uniqueness has often served as a plausible excuse to evade 

internationalization. 

Internationalization is the ultimate form of Japan's 

harmonization policy, which has been considered the only way 

for Japan to survive in the contemporary world since the 

first Oil Crisis. For example', it is pointed out in the Blue 
- 

Book of 1978 that: d 

Japan has no other choice than to make persistent 
endeavor toward harmony with other countries in order to 
ensure its existence, because it heavily depends on the 
international environment for .its survival.29 

The Nakasone administration (1982-1987) developed an 

internationalization policy to improve the image of Japan as 

an active participant in sustaining the existing 

international order. Yet, as the trade friction intensified 

between Japan and the United States, the latter become 

increasingly demanding in one issue after another. On the 
+ 

part of Japan, there was a realization of the importance of 

making clear what it could and could not do. 30 In other 

words, Japan would consider external I demands, or 

internationalize, with reservation /that it was f.easible 

under its particular domestic circumstances. - * 

29 White PaDers of Ja~an 1978-79, p.7. 
30 White Papers of Japan 1982-83, p.19. There was another 
purpose of making clear the position. Japan feared that a 
nation without any established position would not be trusted 
by other nations and even be isolated from the rest of the 
world. 



- - - 

- 

- 7 

During this internationalization process , , countless 

articles and books have been produced to analyze the 
- - 

uniqueness of Japanese society, either for - promoting foreign 
C 

undekstanding of Japah or for condemning the. Japanese way 
, 

a s  a deviation from international standard ~f practice. 

Typically, they point out that Japanese are inclined to'draw I 

foreigne,rs, or home and other places. Such an inclination 

presumably stems from the way many Japanese are taught about 

their nationality. ~ccording to the instruction ethos of 

the Japanese Ministry of Education, . a truly international 

person is "a Japanese who never forgets the Japanese value 

wherever he may be," or ''a Japanese who can naturally 

associate with foreigners, and yet never forgets his 

Japanese identity.@131 This distinction is reflected in 

Japan's conduct of foreign affairs which is premised upon 

the notion that, given the reality of differences, countries 

can nevertheless co-exist and co-prosper in an 

interdependent world. 

The globalization of Japanese corporations qerves as an 
$" * 

, example of Japan's internationalization. Mu4tinational 

corporations like IBM and Nestle have tended tb operate 

globally with regional headquarters making many . . important 

regional decisions. Japanese corporations, in contrast, used' 
* 

.: 

31, Kazuo Kuribayashi, Kokusai Jidai to Nihon (Tokyo: NHK 
Books, 1985), p.12. \ 



to see themselves as wests, when they sirst transferred 

. their production overseas, and their development, marketing 
- - 

- 
- 

-and financial were directed from Japan. The trend for 

Japanese corporations in the 1980s, however, is to 
- - - -- 

- 

decentraliza E w n  Hitachi, Matsushita and Toyota, which 
- - - - 

-- 
5 have prided themselves upon their ~t~panesemss~,- - are 

beginning to realize that their overseas production is now 

beyond effective centralized control from their headquarters 

in Japan. They are now following other J a p a m e  _ _  ---- 

multinationals like Sony and Seibu Saison, which were quick 
fi 

to appoint foreign directors and adapt to local institutions 

a long time ago.32 The Japanese government also encourages 

Japanese corporations operating overseas to employ more 
0 

'%local staff and behave ,more like members of the local 

communities. 

In spite of this promotion of internationalization, there 

is still a strong expectation domestically for foreign 

companies to respect Japan's unique way of doing business, 

just as the Japanese have begun to $apt to the business 

,practices overseas. Many Americans claim, however, that 
1 - 

I 
such uniqueness makes it more difficult for them ' to 

penetrate and succeed in the Japanese market than it is for 

Japanese to do so in the U.S. market. Compared to the 

visibly large share of Japanese products in the 'United 

States ranging from toys to high technology products, 

American manufactured products have a relatively small share 

32 The Economist June 24, 1989, pp.63-64. ~ 



- 

in Japan. American business interests claim that if only 

the Japanese market were more open,. their products -- would 

prove to be competitive. The Japanese' contend that t.eir 
5 

5 

market is open, because Japan has 'been one of the most 

consistent followers of the free trade rules established by * 

General Agreement on Tariffs and Trade (GATT), and therefore 

these. complaints are unjustifiable. In - other words, 

Japanese products are argued to sell well because they meet 

the-demands of consumers, and American products that do not 

,sell well are failing to meet consumers1 expectations and in 

some cases have yet to be impraved in order to be truly 

competitive. 

Nevertheless, being inherently vulnerable to'bmerican 

pressures, Japan has promised on several occasions'to.ensure 

that foreign companies have the same opportunities in Japan 

as Japanese companies do. In 1986, Japan signed an 
-. . 

agreement, providing for fair ' c~mpetition for American 

semiconductors. However, this arrangement did not result in - 

a significant market success for the Americans. The United 

States now maintains that the trgditional business practices 
a 

and what ft considers unnecessatily complicated economic % b r 4  

4 

' structure make the Japanese market 'impenetrable. It is for .' 4 
? 

this reason that Americans cannot enjoy the equivalent 
: 

freedom of competition in Japan that Japanese enjoy. in the 

, United States. This American argument is discussed in 

detail in Chapter 2. 



'The Impact of the American Mass Media 

To complicate matters, misunderstanding and exaggeration - 
-h . about the -Japanese mar.ket are often presented by the 

American mass media and the U.S. Congress as facts. 
- % 

For many, mass media reportage is the only source of E- : 
'* = $, 

3--*t information, and the nature .of this is such that it can . <  --% - 
"< b - 

unnecessarily excite the American public with -an image that 

Japanese are buying uv America piece by piece. A syq~bolis, . . 
' " 

and very short-lived, examp1,e is the $3.4 billion takeover 

of Columbia Pictures by Sdny and the buyout of the 

Rockefeller Center by Mitsubishi Real Estates, which are 

only'a' fraction of merger ' &  acquisition scenes in the bnited 
\ 

States. 33  E$en thoGgh these sales were both' offered and 
9 6 

% 

initiated by -- the American companies, who wanted to. .make a 

safe and rational deal, the fac.t that they ,were takeovers of 

what the American n&s media like to refer to as' American 
/' 

icons inflamed emotional resentments andf fears among the 
.dr , - 

American public. 34 Notwithstanding the fact that Great 

Britaim is the number one foreign investor in the United 

States and actually has over twice as many assets in the .- 
A 

United States as Japan does, and the rank as the 

second major foreign iqvestor, these European actors are 

rarely noticed. 
. . 

By the same token, when ' Toshiba was 
t 

sevefely condemned by the mass media for violation of rules 

3 3  Out of 170 MhAs by Japanese cGrporatiods in the first 
half of 1989, 84 were with American8comppies. 
34 Foreign firms are barred from owning American televisibn 
stations because of the potential for spreading propaganda. * 



, by COCOM, 

deal ; was 

LI a*. . 
~anpenfabrikk of Norway, the major partner in the 

barely noticed, though it was equally guilty. 35 

R 

Many American businessmen and journalists, would explain i 
c4 \ x 

these seemingly discriminatory phenomeha by pdnting out 
d 

that they invest5 freely in Japan (see Table I1 for a , 
- 

comparison of .direct investment of the two nations.) They. - 
x .  

argue that- they 'do. not have direkt access to the ~apahese 
, 

' 1 - 

market, or even if the do, there are numerous regulatidns 
- .  . d 

- 5 - 

to. clear , in ==advance, whereas they can freely invest in : - 
4 

Tablep 11. 1. ) ,Japanes'e direct investment in the U.S. and ' ,  

:2 .)-XU. S. direct investment in 3-apan 
A' (@ of March 31, 1988) i 

i 

Amount (U.S. $million)* 

1 .) 15,573 50,159 
/ - 

2 ) 6,245 4,010 

Source: 
Ministry of Finance, Japan: An ~nteraatdonal Comparison 
(Japan Iristitutk for Social and-'~conomic Affairs, 1989), 
p.56 and 58. 

I" 

In the Japhese view, these American businessmen not only 
I I 

fail to point out the impediments in other Western European 

~arkets, but also hi& t&ir own failure to have an 

appropriate strategy of doing business in Japan. Despite @ 

this possibility,' American businessmen can successfully 

influence some so-called "Japan basher" Congressmen, who 

aJ 

35 George R. Packard, "The Coming U.S.-Japanese Crisis,I1 
Foreiqn ~ffairs VoL.66, No.2, (Winter 1987-88), p.348. 



make their living by generalizing these exceptional cases 

and politicizihg them. 
- 

d 

world-oriented' Goals . 
Today, pressured by the growing f ternational ---- 

-5 - - -- >"s>- = -  --- /- 

expectations of its international role , Japan is con~inced 

af its need to re-determine its national goals. For 

past five years since 1985, its goals have been "~apan' 

is open to the W ~ r l d , ~ ~  lwiap'an Living with the W ~ r l d , ~ ~  

"Japan Contributing to a Better W ~ r l d . ~ ~  

~heke goals have inevitably forced Japan to pursue a 

of internationalization different from its traditional 

Japan devotes its greatest effort to increase 

- -- 

the 
I 1  

that 

and ' - 

kind ... 

one. 
. . . . 

, . 

its 
. - 

disbursement of economic assistance, and Japan is now the 
t 

largest donor of official development aid in absolute - 

figures. The globalization of Japanese firms resulted in 

seven hundred thousand new jobs throughout the world as of 
a '  

\ 
1983, and rnoreq*&nd . - L  more firms intend to increase their local 

.. 
4- 

procurements. 36 J&~'.~- @ports of manufactured products . 
, - 

have doubled to' 50% of >he total. imports. Japan expects 
.- - 1 

'these kinds of results from the externalization of - w 

economy to contribute to the economic stability of 

dorld. Internally, Prime ~inister Nakasone suggested in 

education policy for 1986 thdt Japan' should welcome 

hundred thousand foreign students-by the year 2000. 
. , 

its 

the 

his - 

one 

The 

36 The average o f  local procurement by Japanese firms is 
;40% in advanced nations, and 50% in developing countries. 



objective of this policy is tcliava a 'large number of young 
< f -  

' people learn Ja~anese,  end to have more, Jape 

interact with more- people from abrodd in a domes 
L 

. He also addressed the nation throub a natidfial 'broadcast, 
* L .  

in which he' ekouraged the Japanese consume2 to buy more 

imported productsJ so that the trade imbalance can be 
. .P' 3 

-rectified. -cbmpanies are now. encouraged to create an 

environment in which ,idreign businessmen can work 
7 

comfortably. 

The Japanese government' has introddced eight 

. comprehensive market-opening measures and ' programs during a 

. *' 

f the past six years, startirig with the External Economic 

Measures of 1981 and including the ~aekawa Commission Report 

of 1986. Unlike the series of previously announced programs, c 

the Maekawa Commission Report pays signi-ficant atteption to . 
b 

- 
internal internationalization of Japan and the interests of 

. **at 
the consumers. Mare specifically, it proposes," first, the 

4 . =  

''a 
improvenlent of housing, working conditions, and vacation, 

?a I .  
H - and, second, the deregulation or relaxation of regulations 

concerning direct investment, import and the distributio~ 
k 

+ 'system in japan. Evidence of the implementation of some of 
* > 

these measures is illustrated by the fact that the Japanese 

economy has bees transiormed to a domestic-demand-led 

economy. In 1985, Japan had a GNP growth of 4.7%, 3.7%- by 
BB 

domestic demand and 1% by external demand. In 1988, Japan's 

GNP growth rate was 5.1%, to which domestic demand 



contributed 6.9%, while the contribution of external demand ,? 

decreased to -1.8%. 

Though it is premature to make a conclusive evaluation 

of these measures, it is apparent that the structural reform 

required by Japan's internal internationalization is well 
.J 

8 

under way. What the Japanese government continues to 

emphasize to a great degree is that: 

Internationalization is not to damage the beauty of the 
uniqueness and the. modernity of Japan; rather, it is to 
universalize the excellence of its uniq~eness.~~ 

P 
w- 

For this reason, - the government considers it a primavy 

. importance to promote mutual understanding with other 

nations in order to fill in their llperceptional gap and 

misunderstanding aBout Japan that cause, complication and 

friction" in Japanese foreign relations. 3 8 8  
% ,  

-4 

9< * * 
7 a 

4. 
iC 

t 
* IV. Summary and Conclusion * 

b 

d 
4 

~h'e historical review-presented in this chapter clearly 

indicates that there are three distinctive periods in the, 

d&velopment of the Japanese concept of interdependence. 
'k e '  I 4 .  

First, until the late 
lg60& 

the concept was used, in 

essence, to obscure Japan s dependence on ' the United States. 
$1~  

As a result of the rapid expansion of Japan's economy during. 
J 

d 
the 1960s, Jap,an became the second largest economy in the 

37 Blue Book 1986, p.8. 
38 White Pavers of Ja~an 1986-87, p.23. 



7 - - ' Weatern bloc. This encouraging 'accomplishment was possible 

- \  - .  * 
1 ' ~rlly be,cause of America0 militaqy protection and th? huge 

L .* a P . . 
+ *  American marRet: the formier en$b1ed Japan to keep its 

\ 

, . " defenke expenditure low. and concentrate on its economic , 

!, I ' . 
0 

J. growth without worrying about its security; the latter 

absdbea a. gkeat portioc of ~ a ~ a n ~ s  exports. The year 1965 
A 

s, WAS marked ,210 the Blwe ~ o o k  as a "new eraN that was 
* 

@ -  t? -2 . 
T *  a characterized. bGk multipolarlzation' and mhltilateral 
e s 

* 
6 b- a good r &operation. Japan &widerdd - , this period a 

b a, 
'oppbrtunity to be more. independent from the United .States: 

, ' 3 ,  

Such + .  an a, attekpt was, however, largely 'unrealistic. Desp\ite 
b . b 

I . the l&sening credibility of deterrence and the diminishing 
i 

L .  potehtiality df a nuclear'war; at the core of internatiodal : 
I 

relations remained 'the U. S. -Soviet militdry preponderance. . 

M r  ~ i ~ a h ,  the stabilit; in th& Asian region was, and still . - 
is, crucial to i t  economic prosperity; ' and the United 

4 

Statest presence was one of the most impoitant stabilizing ' 
1 \ 

factors in Asia. Although the U.S. economy appeared to be I 

$ ' " 

decliqing, 'it was still the largest and tery cojnpetitiv; 

'ecomomy in .the world. There were tremendouk opportunities 

in the United States .for university ed&atiori and science 
. -4 

and *technology research, not to. mention business.' ?iil these 
b .  9 

ties were too costly for Japan to neglect,. Thus the 
L .  - 

relationship with the United States had to remain the top 

priority in Japan's for&ign policy. At this time, Japan was 
, 

psycho logic ally^ trying to be more independent from the . < 
< * 



United States while in reality entangling' herself in an 
e 

inextricabie economic relationship with the United States. 

In the meantime, an ambiguous word became a popular 
3 

political term in the United States: "interdependence, " 

which appeared to the Japanese as a convenient expression to 

obscure their sense of dependence on the United States. In 
, 

the Japanese eyes', the United States indirectly admitted in 

the Nixon Doctrine of 1971 that it could no -longer sustain 

the freedom and democracy of the. world alone, the liberal 

interndtional economy in and, in effect, the 

, United States suggested the sharing of the responsibility 

among advanced nations. By calling their relationship * 

interdependent, Japan wanted to take the opportunity to 

convince the United States of Japan's importance to the 

United State?, though the two were not in a symmetrical 

- v relationship. 

Compared to the use of 'tinterdependence" in 1965, which 

merely had a trade-related connotation, its use in 19,72 

reveals a shift in Japan's U.S. policy. When Pri-me Minister 

Sato and President Nixon stated the importance Q 

interdependence between their nations, Japan not merely 

confirmed its inextricably close relationship with the 
r 

United States but also liberated itself from the obsessive 

sense of' one-sided dependence. It has to be noted, though, 
d 

that Japan continued to be dependent on the United States, 
, a 

I 

and Japan's concept of interdependence at that point was 

simply a vague realization of the multipolarizing * 



international order and a more positive assessment of its 

own statds. 

2 1n contrast, by the time the first oi1,crisis calmed down 

in 1974, interde~endence was seen as an element of Japan's 

diplomatic strategy. Japan was fully aware of her 

vulnerability to and dependence not only on the United 

states but also on many other nations for her survival, both 

advanced and developing nations, and - even some Communist 

countries. The year 1973 can be considered the watershed in 

terms of the Japanese concept of interdependence. Prior to 

1973, the concept meant virtually bilateral dependence on 

the United States, whereas after 1973, the term meant. 
'4 

multilateral dependence on multiple countries. Japan quickly 

set out to form closer tips with diverse nations, political, 
(r 

economic and 'cultural, in ant attempt to spread its 

vulnerability. Fukthemore, Japan succeeded in making 

significant adjustments to th& changing international 

environment in . such ways as ,' energy conservation and 

globalization of production in order to overcome its qQ 
< 

vulnerabilities. 4 

As a result of the globalization of the Japanese economy, 

Japan's trading partners, who d to be tolerant of and 
-P 0 

relatively indifferent to invisible barriers against foreign 

competition in the Japanese market, have become increasingly 

a 5E 

ihtolerant. Yet, it was not until 1985 that Japan, 
4 * 

explicitly recognized that it is a globally influential 
i 

nation with-he consequent need to assume the kind of global 
-es 0 

+ 



responsibility that other advanced. industrial nations 

expect. 

The United -States is particularly anxious in this 

regard dQe to its trade deficit with Japarf, which accounted - - 

for an "extraordinary one third of the total United States 

trade deficit, but 'also the Tact that Japan recent1 

one of the largest foreign investors in the United States, 

The United States fears that it might lose control over its 

own economy, if these imbalances persist. In the next 

chapter, we will elaborate on the changes in the American 

perception oB Japan in light of its concept of 
- - .  - 

interdependence. 
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CHAPTER TWO. 
THE AMERICAN CONCEPT OF INTERDEPENDENCE 

In the .last chapter, we 

which the Japanese concept 

examined the circhmstances under 

of interdependence developed.. In . 

this chapter, an American theory of interdependence is 

introduced first, followed by a historical review of fhe - *  

American perception of post-occupation United states- 

Japanese relations in light of its concept of 
P * 

interdependence. 

I. The Theorv of Interdependence 

In a world .of traditional .political-military relations, 

assurance of national security and self-aggrandizement were 

perceived ag the ultimate goal of a nation, and military 

force was often the means; to that end. In today's world, 

particularly for advanced nations, the goal is not limite \ 
to national security; wealth and welfare of a nation's 

people is also a goal of first priority. Natiens such as 

West Gemany and Japan, followed by the Newly 

Industrializing countries, have succeeded in achieving 

greater wealth and better positions in the world through 

non-military means such as the expansion of trade. This 



makes the previous territorial oal priority increasingly , 
I 

I 
I - obsolete. - -1 

I 

Behind this new approach i a. nation S goal-setting wag' 
- 

the chanqe in perception of lifary threat caused by thb 

destruction potential of weapon systems. The high& 
I 

the' cost of nuclear war and e more >ceztain the benefit iof 
t 

- -i I 

trade, the less willing would be to use force. ,khe 

s' ever-increasing trade rela ions amonge nations raise /the 

questi~n of the utility applying force against ane's 

customers or potential c omers. In today's world where 

nations $re dependent upon/their trade, such aqgrGssion will 
5 d 

f discredit their mutual rust. It is also incr;;ea,singly 

I difficult for a government t~ obtain substantial $upport 
f 

1 i 
from its 'pgople, who been, after the two worlb wars, 

I - .  

inculcated with views a$out the virtue of peace and iheiev 1 
J b f 9 *- 

of war. It is, therefdre,-very likely that a natiod may Gin 

a wqr in military t e 4  but lose economically in pe ce. 
1 i i 
l 

"Interdependen~e~~ /made its debut as a technicad term for 
I I 

i analyzing contemporary L international relations whdn Richard 

1 N. Coaper wrote Thg Economics of ~nterde~endencei Economic 
m - I .  

~ol.icv in the ~ t l a k i c  Cpmmunitv in 19%~. In hi$ analysis, 
I 

Cooper introduced eccnomic interdependence as a onsequence b 
I 

1 

1 Territorial goals and use of force become rdlevant when 
it comes tos a matter of like and death or1 political- 
ideological coif licts . They also rema in relevht for some 
regional confLicts, primarily in the Th'rd i World (for k example, in the Middle East). See Richard ospcrance, The 
Rise of the Tradinq State: Commerce and Conwest in the  
Modern World (New York: Basic Books Inc.,; Publishers, 
1986), chapters 2,3,7and 8. I 



6 

I L, 

of not only .the expansion of trade, but - also :of the 
- ' r  

r internationalization. and movement of capital, technology, 
- 

and labor, "which brought about a significant change in the 

2 international economy. 

The most highly acclaimed work on the analysis of 

interdependence is Power and Interdependence: World Politics - 

in Transition, which was co-authored by Robert Keohane and 
4 

Joseph Nye, Jr. The authors argue that the real world of 

. today's politics can be better explained by the theory of 

complex interdependence than by the theory of realism. 

Characteristics of Interdependence 

There are three main characteristics of an interdependent 

world, according to Keohane and- Nye: 
D* 

1. minor role of military force; 

2. multiple channels of contacts among nations; and 

3. absence of hierarchy among issues. 

To repeat a point made earlier, the destructiveness of 

the use of modern weaponry and its incompatibility with the 

goal of economic well-being and welfare of a nation makes 

the role of military forces relatively . minor. - A nation 

cannot, therefore, necessarily use military threats as the .-p 4- 

ef f eceive ultimatum in demanding pol icy changes of other 

2 Tadashi Kawada, Kokusai Kankei no Seii igaku (Tokyo: NHK 
Books, 1980), p.90. 
3 Keohane and Nye observe that domestic opinion opposed to 
the human cost of the use of force had little impact on the 
policies of - totalitarian and authoritarian states.  See 
"Power -and Interdependence Revisited" International 
Orqanization Vo1.41, No.4, (~utumn 1987), p.727. 



nations due to the potentially adverse efiedts upon its bwn 
' 

nation. 

In contrast to the world 
5 

interstate channel is the only 

are interconnected by numerous 

- 

of the realism, in which the 
\ 

important connection, nations 

channels in an interdependent 

world. There are* transgovernmental and transnational 

contacts .that are equally important and active, and 

sometimes more influential than interstate contacts. The 

authors mention multinational corporations and banks as good 

examples of non-governmental, and often informal connections 

among nations, which have become a normal- part of foreign 

relations. Some of these non-governmental actors are so 

influential that they can manipulate the policies of both 

home and host governments in favor of their own interests 
4.  

4 rather than that of thet$public national goals. 
- 

The issue of security no aonger dominates the 'agenda of 

foreign relations in a world of ' interdependence, as former . 7 

Secretary of State Henry Kissinger described in 1975: 

A new and unprecgdeqted kind of issues has emerged. The 
problems of energy,' resourbes, environment, population, the 
use of space afia- the seas now rank with questions of 
military security; ideology, and Verritorial rivalry, which 
have traditi~nally~made . A up the dipkpmatic agenda. 5 

W . -  
Thus there is an absence of hierarchy among diverse issues 

Y 

g. 
in an interdephent world, when a nvtionts foreign policy 

'B - 
*' C1 is formed. 

4 Robert 0. ~edhane, Joseph S. Nye, Jr., power arid 
Interdependence:.< .World Politics in Transition (Boston: 
Little Brown, 1927.) ,' - ~ p .  119. 

d 

5 ItA National ~a&!nershi~" Hpnry Kissingerts speech at Los 
Angeles, January 24; 1935, ibid., p.26. . b 

i 
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Two other characteristics arise out of interdependent 

relationships among nations. ~irstlyf economic and social 
? -4 

issues very often overlap foreign and domestia issues, 
. - 

involving a 'countless number of different interests with 

different goals. For this reason, it is not so simple for a 

nation to design a coherent and consistent foreign policy as 

in the realist assumption. Secondly, the diversity of 

issues provides a nation with more available - bargaining 

choices, from which the state 

emphasize and which to ignore. 
\ 

both large and small nations 

conditions for themselves 

compromises. 6 

can choose which issue to 

It is a new.opportunity for 

to achieve more favorable 

through concessions and 

Sensitivity and Vulnerability 
b 

# .  .- * 
Nations are ever more interconnected in an extreme 1 

A I ; 

intricacy in the world of today, but Keohane 2nd ~~e 
- 

P 
emphatically distinguish llinterconnectedness" f mrn 

+& & 
iRterdependence .; I n  an interdependent relationship, ' . 4  

nstions ;an either deliberately or unintentionally influence 
. , 

2, 

each other by changing their policies and behaviors. The 

response is categorized -in two types, sensitivity * and 

vulnerability? ' according to the degree of cost and 

constraint that a nation will have to incur as the result of * P 

. the changes in andthe? nation's 

liability \of costly efects i 

6 Ibid., p.114. 

policy. Sensitivity is the . 

mposed from outside be'fore 

w 



' >r 

policies are altered & try to change the situation, whpreas . 
% 

vulnerability is the liability t o  suf-fer costs imposed by 
, 

external events even after policies have 'been altered.7 - 

The authors discuss the two types of responsiveness by 

using a comparison oS two nations that import the same 

percentage of oil in their respective total consumption at a 

time of shortage of imported oil. Nation A can alter its 
1 

policy to, incvease its domestic oil production so that the 

shortage can be filled, whereas nation B does not have * a  

domestic means or any other choice to substitute for the 

shortage. In this case, nation A is I1sensitive" to the a - 

change in policy of the oil-supplying country, butination B. 
9 

is also "~ulnqable'~ to such a change.. 

/ The authors point out that "[asymmetry] is where the 

heart of the political bargaining process of interdependence 
r. 

lies.!19 The changes in a policy can be designed 'either 

directly or indirectly to influence a particular nation(s), 

or it can be uniXtentiona1. In the forher case, a nation 

takes advantage of the asymmetry of its interdependent 

relationship with another nation; that is, the asymmetry of 

the gthsr nation's vulnerability in a particular issue area. 
J 

In this way, being les% dependent, or less vulnerable, can 

be a source of'power to influence other nations. 

bid., p.13. 'W 

8 In the real world, natiorppA loofs like the U.S., which 
adopted a "Project Independence1' policy after- the oil 
embargo of 1973, while nation Beis like Japan facing the B 

same incident without alternative choices. 
9 Ibid., p.5. 3 



Interdepenaence among. advanced. nations- influencing ' ?ne 
P t m 

1 T 

1 
another binds "them .to such an extent that the smooth 

/ 

operation of' the international economy becomes .critical 'to 

the stabilization and healthy expansion of each- domestic 

economy. Ideally, the nations concerned begin to share a 

certain responsibility and leadership in sustaining the 
* .  

international economy. Matters such as stable exchange 

rates and rectification of trade imbalances are considered 

collective objectives to be accomplished through 

-international cooper,ation. In an interdependent world where 

no hegemonic or predominant power has the capability to 

bring otder into the international economic system by 

itself, multiple leadership emerges in international 

institutions and participating nations jointly conduct 
r " ,  C 

surveillance over the system. A multiple leadership ptr'rsuing 
1 
i 

' collective objectives produces a set of common rules, which ' 

facilitate the management of interdependence, and each 
* - 
nation begins to coordinate its foreign .an& domestic 

policies in line with them. Subsequently, the 'nations 

gradually lose their autonomous controls and sovereignty 

over their economies. As a result, their economies will 

eventually merge into one comYmon framework. 

Such an economic integration ' may lead to a political 
\ 

integration, providing certain requirements are met. The 

requirements include common institutions, coordination of 



.. 

' policies, and common identities and loyalti. A - ndnbef ôf 
'I ' 

large and small international institutions exist in 

wofld today, in which member nations share responsibility 
-- 

_A 

and common goals. They have also made paqicy  coordination a 

commonplace. AS regards the third requirement, howgyer; . 

t h ~  authops doubt its realization in the near future, 

because the conflictual aspect of increasing interdependence 

has stimulated nationalism in some nations,1•‹ 

, This brief, review of Keohane and Nye's theory of 
I I . . 
, .interdependence illustrates interdepkdence as a condition, 

>, - 
. ;:in which a natibn has an opportunity to exert an influence 

7 

" on others by changing or threatening to change a certain 

condition of the relationship between them that is too 

costly- for the latter to break.' Interdependence is also a 

phase* of the world in transitibn, a transition from a 

group of separate and independent nations to an integrated 

whole under a certain common system. 

11. Chanqina American View towards Ja~an 

President Nixon made his memorable comment in 1969 that: 

For years, we in. the United States have pursued- %he 
illusion that we alone could remake countries. Conscious of 
our wealth and technology, the dramatic success of the 

v- 

10 This observation is made about the relationship between 
theel3.S. and Canada. As their economies became increasingly 
integrated, Canadian nationalism was stimulated, making it. 
less likely that political integxathn would take place. 

*- 
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Marshall Plan, w& thought we knew what was best for everyone 
else. 11 , 

/ 

The new U.S. foreign policy enunciated in the Nixon Doctrine 

was based on two premises: first, the postwar order of e 

' international relations was over; and second, it was "high 
a '2 

time' tHat other advanced. nations should, and could, assume 

greater responsibilities for their own economic and security 

\ - needs, which the United States had undertaken for the past 

.twenty five years. The united States also believed that its 

unfavorable balance of and even its domestic : - 
problems like inflation-<and unemployment were attributable 

4 

.L 
to its extemal respopsibility to secur? the political 1 I 

, :" . 
stability and economic recovery in free. nations of the . - 

West. l2 

It is generally argued that the 'postwar ipternational $g 
system operafed without any signific&t instability, as long 

2 

as the United States was the predominant power in the free 
r' 

world, providing a nuclear umbrella and maintaining open ,, 

markets. Now that the rekoveries of the once-devastated 

nations of Western Europe and Japan were complete,,and 

competition among-them increasingly intense, it was not as 

- 
11 Remarks at the Annual Meeting of Inter American Press 
Association, October 31, 1969,.President1s Public S~eeches 
1969 (Office of the Federal Register, National Archives and 
Record Administration), P.894. 

' 12 In 1970, U.S. military expenditure abroad was $4.8 
billion and its foreign aid amounted to $3.5 billion, while 
its private transactions had $5 billion surplus. It was thus 

P concluded that the U.S. had a disproportionate burdep 
abroad. U.S. International Economic ~olicv ~n an 
Interde~endent World - Report Submitted the President by the 
Commission on International Trade and Investment Policy 
Vol.1, (Washington: July 1971), p.7. 



easy for the United States to maintain itd relatively , 
, , 

undisturbed control over internatio~al affairs. West Germany 

refused to continue its support of the troubled dollar and . 
. s 

decided to assume greater monetary leadership4 in the' 

European Community. Then, in 1973, followed the oil -embyrgo . 

*. 

by the, Arab oil producing countries that cause 

' Oil Crisis.*'~or the first timg in the postwar 
b- 

-1 ! 1 

macroeconomic policy and its economic well-being were . , 
substantially affected by actions of foreign governments. l3 

Shift from Paternalism to Partnership' 

~e~ardl&s of its power -posit'ion, .<he U.S. p a s  been a , 

strong believer in democracy. Containment of Communist 

expansion to save the "free worldH. has ,been its .mission 

sincj the end of the last war, so long as it was in the' 

in6rest of the United States. American multinational . 
corpora.tions and the American forces helped ^to maintai'n 

American leadership in the West. The former 4ynctioned to 
. 

strengthen foreign economies - in the free world by 
,' ' 

- 
\ 

demonstrating their tkchnology\ and management as an 
, - b 

f alternative to the Communist/od.el p the latter w e ~ e  
* 

P 
stationed in strategically critical a#eas to provide 

security against potentia external t - It was 
t . , , 

9 % 

crucial for the United ' states to 4rovi.de Japan with 

ecreate it as 

, opccit., 

_ 



= 

an e s s i n t i a l  cb&terweight to ' the:  Communist s t r e n g t h  i m  

Asia.  . j e 

. $ 2  
9 ; .To r e p e a t  an i m p o r t a n t m p o i n t  made i n  t h e  p rev ious  

' a  

ch.apter,' - thT! - unc tea  Sta tes-Japanese  r e l a t i o n s h i p  
in - *t3e 

e a r l y  ppstwar *per iod  was e x t r a o r d i n a r y  i n  two ways. - F rst, 
7 

a t: - 
Japan needed t o  keep its m i l i t a r y  c a p a c i t y ,  s-11, and . 
t h e r e f o r e  Japan.  had t o m d e p e n d  on t h e  United S t a t e s  .even i n  

4 

- .  ' 8 

terms of convent ional  s e l f  defense .  Secondly ,  ull l i& 
' %  

w e s t e r n - ~ u r d p e a n  - n a t i o n s ,  which are. n o t  s e p k a t e d  by w a t e r s  

and - were - s i m i l a r l y  'ahvanced a& t h a t '  t i m e ; :  Japan  was a n .  
.s - -H < * .  2 - i s l a n d  neighborsbwerg t h e  t k o  g i a n t *  ~ommur%st 

I. 
, e' - -  . , *  .," powe& wee& less- 'developed t h a n  Japan.  I n  

f, 0 * 
a 

, . I - t h i s  .. per iod ,  t h e  United S t a t e s  was + t h e  &oqly Faj& n a t i o n  . 
I - *  

t f i a ~  hhab th'e c a p a b i l i t y  t'o- be. j a p a n ' s  ' r e l ~ a b l e  a l l y  and ', . 
% I  . 

aP t - .  . . 
m 

. . nia.jor t r a d i n g  p a r h e r .  . . I is . $ . ', 
- a  . . =+ . # .  

- 1 

' -3 , 
. . 

The - s h i f t  f r ~ m  paterna l~ ,sm - t o  partne;ship took tp~ace a s  a  . . * .. - 6 Q '  -a * 
Q 

- 
I . %  a :,, . . . 

6 consequence of America I s . .  s e n s e  t h a t  . t h e  c o s t  of  $$s' . . - 
b - A. - * d 

- .  assumpt ion  ., of i n t e r n a t i o n a l  r e ~ ~ o n s i b i l i t ~ -  w & s  h&qberS than  . . 
. . - - v \ . 

- 'B t h e  b e n e f i t  f h e  United S t a t e s  ga in id .  ~ e ~ o r g  addresFi,ng <he *' 

* * - % n a t u r e  of t h e  evolv ing  . p a r t n e r s h i p , ,  it is appropriate..;ko,; " 
* , ' A  * 0 h .  -. . *  ' 

- 2  - . review the p a t e r n a l i s t i c  e r a .  

, -  a - By 19.48 ,' Jdpan Is i n d u s t r i a l  product ion  r a t &  had.  reached 
H 7 

' .?' . ' . .  -+ 
1 

pnly 50%-*of  t h a t  i n  t h e  1930s, ,and t h e  p r i o r i t y  o f - ' t h e  

~ r ' d m  democra t iza t ion  t o - e c o n o m i , ~  - 
- . -  

. - 
8 occupat ion goal ,  was< changed 

recovery.  ' ~ t ,  was extrem'ely important  f d r '  t h e  United stat& . -  
5 0 



to help to accelerate thee improvement - LI 

. .  . 
and standard of living to make Japan a 

e? 

1 - 
of Japanese industry - - - : 

A - 
strong anti-Communist 

mble. The United States was afraid that if it did not help . 
C 

Japan, "a nation of 90 million industrial and inventive 

people," it would be compelled to establish ties with 
v 

Communist China and the Soviet Union.15 

- Presidential speeches in the early postwar period 

J 

indicate that the United States was fully aware from the 

very-obtset that Japan had to tr,ade to live. Its ideal 
1 

scheme for Japan's trade was a complementary relationship . . 
between. Japan and Southeast Asia. Japan would import its . 

, " 

needed raw mate"ria1s from 'the Asian nations, which would in - 

return imp-6rt finished? products from Japan. Practically 

speaking, however, this relationship was expected to take 
. b  a 

place only -at a gradual pace, and, as Eisenhower said in 

1959; there; had to be more free world outlets for Japanese 
* - 

' products .' He went on co say that: . . 

Z 

* Japan does not want to be compelled to become dependent 
-* 

as a last resort ,upon h e  neighboring Communist empire. . . . 
%Shouold she be forced to that extr'emity, the blow to free 
world security would be incalcul'able. Her industrial power + 

is' the heart o'f collective effort to defend the Far East 
16 against aggression. 

Japan's economic recovery was, After all, an. integral part 
10 

of the U.S. anti-Communist policy. ' 

15 President Eisenhower, address at Annual Dinner of the 
American Society of Newspaper Editors, April, 21, 1956, 
President's Public S~eechesll956, p.424. y .  
16 Address at the. ~ e t t ~ s b u r ~  College Convocation, April 4, 
1959, kesident ' s  .Public Speeches 1959, p. 314. - 

\ ' 
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In econoajic terms, the united States considered trade as 
5. 

' 2  
th a durable Japanese ecbnomy, with attendant 

benefits to the U. S. domesticss economy. The United States 

intended to buy_ - more from Japafi so that Japan could 'earn 

dollars to buy ifiore from the United States, which in turn 

would create jobs in th&Wnited States. In this way, trade 

would enhance a "mutual advantage between the two 

nations. "17 
. - 

-> 

In general, the idea of the Marshall plan w4ds still the 
* 

mainstream concept in U.S. Japanese policy of the 1960s. 

Although the relative burden of the United States eventually 
L 

became lighter across Asia and Europe, President Johnson 

continued ,to t king care of [Western Eu.rope and YT about P 
'a, 

Japan] ."18 The united States still had full confidence in 

its ability to ,prevent conflicts from starting and remove' 
L C P \ 

' its causes. A shift to partnership was, theiefore, still 

nominal and rhetorical at that time. 

I 
a - 

- ,  - Mature Partnership - - 

President Nixon was the first U.S,. president who not only . 

expre.ssed the desirability Qr a shift from paternalism to - 
' ,  

partnership but actually puk it* into practice. At an 

interview in Guam in July 1969, he told the press that: 

I 

17 Ibid., p.315. 
18, Remarks at the Filmed Conversation of the President and * 

George Meany, AFL-CIO President and Chairman of CPDPB, 
February 2, 1968, President's Public Speeches 1968, p.152. 



The fastest rate of growth in the world is occurring in 
the non-Communist Asia, - namely Japari,.South Korea, Taiwan, 
Singapore and Malaysia, - and regional pride and a sense 
of "Asia for Asiansw are becoming major factors....-The U.S. 
will continue to be a Pacific powek, but as far as the 
problem of international securities are concerned, as far as 
the problem of military'defense, e2cept for the threat of a 
major "power involving nuclear weapons, [the U. S. ] is ,going 
to encourage and has a right to expect that th'is problem 
would be. increasingly 'handled by, and the respansBhbility of - 

it taken by, the Asian nations themselves. l9 

In brief, the United States would provi.de its Asian al'lies 

only with a m  ultimate huclear umbrella, while expecting them 

to be responsible for conventional warfare. In October 1969, 

the President expressed his wish that the United States and 

other advanced nations of the West cohld achieve more 
- 

"mature partnerships, in.which all voices are heard arid none 

is predbrninant."20 Finally in 1971, the United States 

unilaterally put its policy into practice. . 

President Nixon proposed in his report to the- congress 

that, in sharing gesponsibility with .Western Europe and 

Japan, the United States participation would remain 

l'crucial, but only as 3 weight, not 7- weight. w 2 1  He also 
. - 

strongly emphasized the necessity of negotia;tions at the 

highest political level through a joint initiative of the - .  

United States, western Europe and Japan. He expected that 

such a jaint .initiative would pr,ovide direction and monitor 
< 

the progress. 

19 Masahide Shibusawa, Japan and the Asian pacific Region 
'(London:. The Royal Institute ofJ International Affairs, 
1984) , p. 48. ' 
20 Remarks at the Annual Meeting of the Inter American 
Press Association, October 31, 1969, President's Public 
Speeches 1969, p.894. , 

21, U.S.. Foreiqn Policy for the 1970s: A re~ort to the 
Conqress bv Richard Nixon Vol.1, (1971), p.10. 



-- - 

In his report to the Congress, the President . - 
, 

noted his view towards Japan that: 

specifically 
.. - 

Secured by her alliance with the U.S., Japan can engage 
itself economically and diplomatically in many new 
directions independently, without fearing for [its1 security 
or bding feared by others.... The nuclear umb~ella and 
alliance provide a stable framework for the evolution of 
Japan's policy. 22 

As long as the Soviet Union was considered the,potewtial 

enemy, American protection was the main contributor to 

Japan 's . growth. In economic terms, even a minor slack in 

the United States would have a serious effect upon Japan. 

By the early 1970s, however, their growing economic s 

, 
interdependence made an observer say that the feverse was 

also true. 23 Upon the recognition of _this aspect of its 

relationship with Japan, the Uniped States began to 

carefully study its Japanese economic policy. For example, 
d 

what kind of negotiating posture would force Japan to pay 

for access to certain U.S. markets with access to certain of 

its markets, and ,which of its industries and that of Japan 

are most vital to ensure market access, and which are most 

important to protect from Another approach was 

to pressure the European Economic Community (EEC) for more 

liberalization of its market. The EEC's"' protectionist' policy 
. + 

was thought to directly contribute to the increase in 

Japanese exports to the United States. Only 3% of the total 

22 Ibid., Vo1.3, (1973), 'p.38. 
2 3 James C. Abegglen, ,vice president of the Boston 
Consulting Group, "Dynamics of Japanese competition, U. S. 
International Economic Policy in an Interdependent World 
op.cit., Vo1.2, p.193. 
24 Ibid., Vo1.2, pp.165, 181. 



- 
EEC imports were from Japan, , (or 6% of ' total Japanese 

- - - - 

exports), whil'e 15% of that of the United 'states was from- - 

; Japan, which was 30% of the total ~apanese exports.25 
I 

% 4 

The Im~act of the Oil Crisis on the U.S. Japan Policy 

The 1973 Oil .Crisis was significant in that it added 

severity to the problem of the American view of .Japan. 1n a , 

report, by the Subcommittee on Asian-Pacific Affairs, the 

U.S. Congress articulated that Japan wanted Itthe two best 

possible things in the world: an inexpensive nuclear 

, umbrella and the extremely large Arnerioran market. In the 
$ 

American eyes, the oil cut frdm the*~iddle East appeared 
Q 

more serious to Japan than the Soviet threat, and the 
3 %+ 

poli-tics of Kesource cont-rol seemed to make Japan commit 
e 

itsell-f to 6' certain policy position. Advanced industrial '- 
.* a 

nations had not even conceived up until this time'that ~ a p a n '  

C could, or would, ta e such a definitive position. The 

' ' o  'united States considered the year 1974 ,a ,crucial* year . for 
, '  

E 9 
Japan 'to make -up 'its @nd to choose among cooperation with 

.China, the,Soviet Union, and the Middle East in terms of the . 
% 

, supply of+oil. China had an abu-ndant reserve of oil but did 
1 _ .  u 

not have an adequate technology to extract it: The Soviet - 0 
4 

usion was more liJcel$* td be ~ipan's - partner, and to 
Z . . 

cooperat6 with Japan in the velbpkent of. gag and oil in 
. * A  5 . ea 2 .  * 3 4 

25 Ibid., Vol.1, pp.214, 219. 
26 Oil .and Asian Rivals. Hearings 93 Congress, S$bcommit6ee 
on Asian ~>cikic Affairs, House of Representative ~opmittee 
of Foreign Affairs. ,(Washington 1 9 7 4 ) ,  P . 8 7 .  . ' 

. 



* 

Siberia. Yet, there was littleA prospect that such a joint :! 
F 

development would produce a sufficient amount of' energy, in -+ 

&9 

the immediate future. It was concluded, therefore, that 

Japan was going to have to develop a new relationship with 

the Middle East and Asia without jeopardizing its 

relationship with the United States. The Congress was 

convinced that the announced shift +to a mature partnership 

did not stop ~apanese political leaders from looking upon 

the United States as "an ' immensely powerful1' country in 

27 6 economic, political and military terms. . - ,. 
Japan's vulnerability in energy supply exposed by the oil - il 

Crisis gave the United States another opportunity to demand 

that Japan should make more e'ffort for, its own security. The 

demand was now j6stified on the ground of an energy crisis; 

, it . was no longer a- question of. offensive a'rmaments, but 
. . 

simply legitimate defense of a nation's vital foreign energy 

Rationales for 1nterde~enden"c"~. c 
P 

In 1971, the U.S. governmeht published 'an imporeant 
& 

three-volume report qf U. S. toreign' economic policy, 'T$$; 
c*  .,a- 

U.S. International ~donomic ,Policy in anQr Interde~endent 
CT * "  

World. This report dis ssed the changing relationship among 
* 

the U. S. , Western Europe and Japan, in which the q k e d  . 
1' 

* c  r 
4 

States faced critical choices: whether the Eurapeac rn F 
r 

27 Ibid., p.36. 
2 8  Ibid., p.121. 



U 
.$ 
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$ 54% 

d 0 -* * 
Community and Japan we&d accept thei~, sesponsibili$ies4; .. - e + 

whether the United States cmld evolye with tb~t and Japan, - 

a sound international monetaky system 9 l itqg ddmgst,ic B A* A >.& 
z: * 2 

anp international economic objectives:& I 1 4 ,  th& U. S. & .  a p 

.ah, * 
ngress presented another important. anal&$%, * .  gil a n d  %he - 

' m. % +  . . .  , I 
In this' anhlysis,, the tl-i'ingular ielationshi,p, ,. 

6 % b , .  - * --7 .& 

japan, which are the three major power c&ntdzs'. of. 'the -world% 
,- @. - , .  - 

.( hqs dibicted as the most crucial in the interdependent 'wo>ld 
i - -& 

29 These rep6rts jndic$fe, ihat . Goth the g bf coming years. i 

U.S. government and Congress held. it clear that it was in 
'A 

$he interest of the United States to promote the triangul~ . -  
9 * 

- interdependent relationship. In sum, tbe concept of this 
2 

7 * 
Q . . 
interdependent relationship was based on four rationales: 

-2 
.- 1. Major policies adopted by one partner'without due regilrd * i 

for the - interest of others have potentially disastrous - * %f 

consequences for the operation of the international economic 
- system, in which all are integral parts; s 

C 
c 

2 .  The ultimate goal of the promotion of the triad 'is to 
A, 

create a free trade -area encompassing the three most 
industrialized-advanced power centers; d 

? - 
I 

3%. Basically, security and non-security issues should be. 
dealt with separately. However, since prosperity in Western 
Europe and Japan depends .largely on their security 
guarantee, the strength of their links with the U.S. affects 
m e  future of these nations; and 

-i * 

4. Finally, for these reasons, there should be a 
transformation of these particular alliances into balanced 
partnerships, which are the framework for collaboration that 
encompass not only defense but also go beyond it to include 
other areas of common interest. 

I 

29 Ibid., pp. 125-128. 
@ 

6 4  



- '$7 0 * -- P 
T 

* g$- 
$We last two of these rationales are particularly- 

< I - 

indicative of the American view towards Japan. Zor years, - - 

g b  the familiar reference to* its constitutional ed&nption and a 
C P 

- __ -- 
potential negative reaction in ~sian'n~~o~s-against ~apan's i 

. . 
-% gi. 

rearmament had served as'm excuse for Japan's, reluctgnce to I 

. .- - - 

P 

* @  spend* mare on - its security. The American perception of L 

2 - e 

?=* ' 
iUirlfer@ependence proeided the United States with its good' f 

w ' C > - ii. + - 
LI 4 - 

reasons , for pushing ~ a ~ a n  for more defense effort - .and! $.":; - 
1 .  -- 

, I  P 
111. The Issue of Japan's Securitv 

I 

. A, 
\ * - -. 

. f , * 
I % 

= +  . The United -States agrees with ~apan on the fundamental 4 ?* >A 
3 5 -f 

poi,.nt that 'Ithe - problems-,.of peace and economic well-being '2 
.-- C 

a r  inextricably iiik;d: peace cannot exist bjthuut ' 
B 

prosperity and prosperity cannot exist without peace-."s0, ' 
e ' 

-t: 

  here is, however? one major differen'ce between., the United 

States and Japan in terms of the means to enhance world - 
e. ? 

1 

peace. - '  While ~apan" seeks to .'enhance world peace through 

friendship, mutual understandihg and economic cooperation, a 

1 

& \ .  - 8  
4' 

the United - States never leaves -o.ut the importance of i'ts 
f @ I > 

contribution to world 'security. President F ~ r d  decidedly ' 

, I stated ,in 1974 that: .. 
I .  

30 President Ford, remarks at a Japan Press Club Luncheon, 
a November 20, 1974, Presidentls Public speeches 1974, p.637. 



- 

X1 -strong defense ,is the .surest way to Strength makes, 
detente,attainable; weakness invites war. 3 1 

This does not mean, that the United St&- ma- light of 
* 

economic stabilitk; on the contrary, the United States was 

still the donor of economic assistance in the world. 

What it meant w a s b a t ,  for the. United States, defense and 

economic assistance were two separate meanstowards the- same 

goal. 

It was not, however, until the Soviet invasion in 

Afghanistan in ' 1979 "that the U. S. pressure for Japan's 

assumption of greater security responsibility became strong 

and direct. Before the incident, the United States largely 

left Japan to decide for itself what it wanted to do $n 

defensei because 1. the Japanese defense base was so . small, 

2 -  the United States knew that defense was a sensitive 

political issue in Japan, and 3. the early 1970s was colored . . ) ,  

by hopes of detente. For instance, the Nuclear Test Ban 

Treaty and Nuclear Proliferation Prevention Treaty were 

concluded; and President Nixon and First Secretary Brezhnev 

signed- the first strategic *~rms Limitation Talks (SALT) in- 

1972. The United States did only little more than vaguely 

urging Japan, mostly through Defense Department channels, to 

do more in defense. In the meantime, the United States 
i-  = 

? 

planned to 'decrease its military presence in the Western 

Pacific. 

31 Address to a Joint Session of the Congress, August 12, 
1974, ibid., p.11. 



Politically we shall remain engaged' in all regions.. In ' 

the Asian-Pacific area, we sh~ll preserve a strategic and 
economic presence consonant with our large and growing stake 
io the "region. .This requires a widening of our cooperation 
with Japan. 32 

In May 1979 when Prime Minister Ohira visited the United 
- 

States, the two heads of state enunciated a Uproductive- . 

partnershipIqt in whieh they 'share political and economic 
4- 

ideals and responsibilities in world affairs. On the same 

occasion, President Carter .welcomed the effort the Japanese 

government had made in increasing government procurements,of 
1 

offensive equipment from the United States and financial 

support for the ~merican ~ forces in ~ a ~ a n .  3 3  In an interview 

with the correspondents of NHK, M e -  Japan Broadcastihc 

Corporation, the President made a subtle remark on the issue 

of Japan's security. . He sqid, "defense commitment is a 

domestic matter, a decision, to be made by the Japanese 
? ,  I 

* 

people. We trust your'judgem$nt and we have full confidence 

in you. r134 

The Soviet invasion of Afghanistan being the turning 
rr"-" 

point, the United States began to shdw its high level 

interest in meaningful Japanese self defense efforts. U.S. 

officials publicly and strongly pointed out the inadequacy 

32 Assistant to the President far National Security Affairs, 
Brezinski, before Japan Society of New York, April 27, 1978, 
The U.S. Foreisn Policv Basic Documents 1977-80 
(Department of State publication.), p.1027. 
33 Remarks at the Welcoming Ceremony of Prime Minister 
Ohira, May 2, 1979, President's Public S~eeches 1979, p.761. @ 
34 Question-Answer Session with NHK, June 20, 1979, ibid., 
p. 1107. Y 
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, 

of Japan's defense efforts. In the * 
was on the GNP ratio of Japan's defense 

P 

beginning, the focus , 

expenditure., . Ih . the' ~ . .  
. . 

American opinion, Japan was not raising its defense budget 
k. 

- 
sufficiently in accordance with its GNP 'growth.35 $9, the 

Reagan administration took office, it adopted the same 
b 

- strong stance, .but nok, on such? statistical 'indices as the 
' 1  . 

GNP ratio. Rather, it adopted a policy - of discussing 

, defense cooperation on the basis of rolesand . . missions. 

The U.S. defense policy for the 1980s was to .consoIidate 

and integrate its alliances with NATO, ANZUS, and Japan. 

secretary of State Weinberger met Japari's Foreign Minister 

Ito in Washington in 1981, and conveyed to him that: 

A rational division of labor- between Japan, the U. S. and 
its NATO allies would' be a central thrust of the Reaqan 
administration's defense policy, although the U.S. . would 
still provide the nuclear umbrella in the Northwest and 
Southwest Pacific. 36 

The desirability of an appropriate division of roles 

between Japan and the United States in the Far East was 

formally acknowledged by President Reagan and Prime Minister 

Suzuki in May 1981. The Prime Minister stated that Sapah 

would, within the limit of its Constitution, seek to make . . 
- .- . 

even greater effort for improving its defense capability in 

Japanese territories, surrounding air and sea to a distance t 

, e 

w 
3 5  From Japan's standpoint, its aefense bAget -had grown 8% . 
annually in real terms during the 1970s. , 

- C 

3 6  Assistant Secretary of State for East Asia and Pacific 
.) 

Affairs, Holbrook, before Japan Society, New York, November 
21, 1980, Basic Documents 1977-80, p.1041. 



of 1,000 diles, and for further alleyising T the financial 

' 37 burden of the American forces in ~a~{n, - P.& 

., i 
, s 

At first, the United States seemed to comb&' ~apan's ---, 
' 

increasing awareness of the need to' play ,a greater rele in 

its own self-defense. A U.S. official q;otdd in .his " 

statement a part of the Blue Book 1980 cr'f Ja~anIs Forehn 
,Q + . '  

Affairs that said: 
i. 

International relations are no longer congidered a given 
condition for Japan, but rather something which ~ a p a n  should 

' 

help form.. . . . Japah must make a difficult choice., and even 
sacrifice if necessary. . . . For this knd, it is important; to 
strengthen, cooperatcon - and solidaritv with free nations of 
the West (emphasis" added) 38 .I 

' * I I 

The United States took note of it as a signific 

a - Japan s commitment in undertaking a ckrtain regpdn&$bility 

Yn its security. . 
1 .  

' S  . Before long, however, the 'unit@ States was disappointed 
3 

with the pace and inadequacy of .the impLementation of 
d .  

Japan I s determination. First, . the) f oje that Japan annohced 

it would adoptfi could not be carried out at the crlrrent .level, 
~ ' 

4 t 

of s5ze r a p  mpdernization of its air and &a1 fokces. 

qpother U. S .  official reported '.that J&+S Self Defense 

and tactical aircraft *- in 'cambat dne &a c ~ @ & .  .r &ihited supplies . I 1 

&= IQI 3 

? - > 

?, . 
.? a'-$ = eb 

I I 
a 

f 3 7  Prime-. ~ i k i ~ t e r  h z u k i  s remarks at 'a prkss, conferonck, .- 
Wahhingtori, D.C., May Sf, 1981, Basic Dceu&nts: 1981,. p.987. 
38 Holbrook, op.~it., p. 1039. In its Pisca~ year 1982 
budget, '3apan gave 'defense a significan&.ly ' bigher priority , 

than all other ministries and agencies;, including social 
welfare, in an 'effort to build* milJt!ary gtreng$b up to the 
degree neeessarv -to ensure gapan' s. defense . 

3. , 
q . 



Q 
r. 

of ammunition, torpedoes, and missiles. 39 The pace was 4 

also. slow in view of the urgent need for reinforced defense 
- 

against the rapidly growing Soviet threat in East Asia. 

Second, there was a ' perceptual gap between the' two 

countries concerning the contribution of Japan td world 

. .peace and stability. The Japanese government had a secur 

policy based on the concept of Compr,ehensive Security, 
r 

which was proposed - by Prime Minister Ohira and handed d w n  
L: 

to his ~su~cessor Suzuki. The idea of the policy rested upon -, 
% 

the concept that Japanese security could not be assured 

through defense efforts alone; rather its security required 

Japan -to take an acthe role in the areas of diplomacy a 
- y 

.a ' $ economic assistance. The UnitedAr States fuLly guppo~fed theg , 
C " 

3 * 

expansion of Japan's foreign ai'd, buk it did not' regard* 

foreignoaid as a substitute for defense.'loC In addition to ' 

the expanding Soviet military presence in - the pacific 

region, the condition in the ~erqian Gulf was also unstable. 
< .  

The instability caused by the ~econd Oil Crisis, the Iranian 
, 

Revolution and the Iran-Iraq war could threaten the', oil 
-.., 

routes, which Japan and' so many other nations depend'ed on. 

1f' Japan was ' better equipped and more willing to defend 
# I 

directly itsderritories and sea-lanes, the.United. States 

39 Assistant Secretary of Defense for International Security / 
Affairs, west, before a subcommittee of the House Foreign . .. 
Affairs committee, March 1, '1982 ; Basic Documents 1982, 

i 

pp. 1675-6. - 

40 Assistant Secretary of State for East Asia and Pacific 
Affairs, ~oldrid~e; ibid. , p. 1073. 



. .  would be better able to defend its common interest elsewhere " 

in ~ s i a  and the world. 

"The more interest the United States found in the Asian- 

Pacific region4 and the greater Japan 's econom$c power P ,  

4;' 
.grew,, the more persistently the Unifed States tried to - 4: . ~ 

d 

, 'pressure japan for more defense effo~t. 

\ 

9 

1 U.S. Endeavors-to Correct its ~kade 1rnbal-ance 

- * P . . 
:- ,>. 

s .  . - If. Japan has, as we believe;-',- substantial1y;;opened her 
market, why are our trade deficits'with Japan so e n o r m ~ u s f ~ ~  

i < - I & 

During the three yeers from 1975 to 1978, the b . ~ .  trade 

balance turned from a surpbus of $18 billion to a defi~it~of ., + 
> - 

$14 billion, whereas that of Japan turned from a small P, 
n 

,. deficit to a surplus of '$16 billion. ~ilaterally, the U.S.. 

trade 'deficit with Japan grew from $3.9 billion in $976 to * 

?. 
V 

$7.3 billion in 1977, - then .to' $10 billion in 1978, which 
P 

constitute4 almost 70% of it's total trade deficit.43 Such 

an imbalance is largely attributable to the difference in 

the cdmposition of gbods flowing between the two nations~ 

e 

41 By early 1980-sf half of U.S. trade was engaged with the 
Asian Pacific region. The Pacific Basin has 3/5 of the 
world outoput and 1/3 of the world trade (also see Diagram 
I.) " 
42- Letter from members &of Subcommittee on trade of the 
House Ways and Means Committee, to the Chairman of the ' 
Committee, September 5 ,- 1980, Basic Documents 1977-80, . 
p. 1036. 
43 Cfiikara Higashi, The Internationalization of the 
Ja~anese Eeonomv (~oston: Xluwer Academic Publisher, l987), 
p.25. 
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resulting from their . trade structures and resource = '  . 
endowment.   he overwhelming majority oi Japan I s exports to 

. I . . 
the Unitdd States consists of manufactured products and 

includes a very small amount- of agricultural products, and 
L 

scrude materials or mineral fuels. 
-, 

In contrast, American 

exports to Japan are heavily based on foodstuffs, crude ' 

materials. and chemicals. Japan is Inthe single most 

importah%. . . customerB1 for U. S . agricultural products, which 
can be *bed$ described by' President Carter's remark that . 

> 2 

i "there are more acres of food* being produced for Japan in, 

the U.S. than'being produced in Japan for Japan. (See 

Table III..) The united stakes also provides Japan with host 1 
1 

of its aircraft.45 . 9 

Table 111. U. S. Agricultural '~x~orts by Selected Country 
at Destination (1987) 

\ 

\ Amount (US $ million) Share 

JAPAN 
\ 

5,700 19.9% 

NETHERLANDS \ 1,975 6.9 \ 

KOREA, REP. OF 1,833 ,. .1. 6.4 

CANADA 1',809 6.3 - 

GERMANY, F.R. ? \ 1.2'84 4.5 
\ 

Source: 
Ja~an: An International cbmoarison, op.cit., p.19. 

\ d 

J 

44 Remarks at the Prime Minister 
Ohira, op. cit . 
45 Similar to industry 
imports a great 

- >  

'\ 
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When prime kkister Fukuda visited ~ashington.in 1977, he 

promised that Japan's4 current account balance would fie, 

considerably reduced in its fiscal year 1978 through the- , 

expansion of domestico demand and improvement of the access 

to foreign imports,, and pledged that the government would 

take appropriate steps to that end. NBvertheless, Japan's 
b 

surplus kept growing instead of shrinking. - The'Qnited States . - 
2. 

has 'since tried every means imaginable to iron out the 

causes of imbalance. 

" LB 

Automobiles 
B 

In order for us to have a glimpse of the United States- 
\ .~a~anese trade friction, the trade problem of automobiles 

'1 .serves as a good example. 
* 

1 

With the &heapest gasoline in the world, the best highway 

system, and enormous distances to travel, the average 

American automobile evolved into a machine unlike any in the 

world. It was larger, heavier, higher-qowered, and more 

fuel-hungry than most of vehicles produced abroad.46 The . 
second Oil Crisis raised the price- of gas once again and 

subsequently boosted the popularity of small and fuel-- 

. efficient ' Japanese automobiles, leaving the U. S . automobile 
P 

industry in serious trouble. In this period, three out of 
P 

four impo-rted cars ifj the U. S. were Japanese. The U. .S .  * 

automobile industry-needed time to retool and, adjust to 

46 James A. Dunn Jr., wAutomobiles in International Trade: 
RegiMe Chahges or,Pe;sistence?" International Orsanization 
Vo1.41, No.2, (Spring 1987), p.239. 

in 



market transition to small and fuel-efficient vehicles. 

Rationalizatipn in the American 

in unemployment of five hundred 

workers.. This issue was highly 
, &+ 

Automobile Workers and Ford 

automobile industry resulted 

thousand automobile-related 

politicized when the United 

Motor Company took their 

complaint to 'the U.S. International Trade ~ommiss.ion. 4 7  As a 

result of negotiations with Japan, the problem was . 

tentatively settled with Japan's voluntary export restraints 

(VER) . The United States, which insisted that it never k 

pressured Japan to take the measure, 48 welcome& the measure '' 

becauke it wanted to avoid a trade Qar that might result 
4 

from raising barriers on the both sides. Also, by using the 
C =a 

voluntary export restraints, the United States was able to 

limit the imports of ~ a ~ a n e s e  automobiles without' viol-ing 

the GATT rules. 
t 

By late 1984, the United States no longer expected Japan 

to extend VERs on tQe Japanese automobile exports, as theof 
I' 

oil .price was stabilized and the U.S. automobil& .industry .. 3 % .  
c .z . * 

was prepared to compete on an equal basis. This, decision 

was announced on March 1, 1985. On March 28, however, the 
B 

Japanese government announced that it would extend VERs in 

the following year, ' with an - increase of 24% from 1.85 

million cars to 2.3 million. This was 'in the proximity of 
. . 

47 Masahide Shibusawa, Japan afid the Asian Pacigic Resion 
(London: the Royal Institute of International Affairs, 
1984), p.72. , 

48 See White House press briefing by the ~eputy Secretary 
of Press to President, Larry Speakes, May 1, 19'81, a s  
Documents 1981, p.982. 



__-__ the full productivity of the Japanese automobile industry.; 
d - 5 

The Congress bas particularly-outraged by this action on the -. 
part of Japan. One Republican representative exploded at 

.&- A* 

a Japanese diplomat,. yellifi "How can you call it a - *  ' 

restraint with 24% increase! w49 

"l To make the long and very complicated story short, VER 

were extended because of the following reasons. In 1984, the 
i 

.Reagan administration had to deal with the election, the L. 

Congress and the trade deficits. .,Formally, the U.S. 

government wanted,to pursue fredtrade, d expressly state "o 
B 

that the trade imbalance with Japan must be corrected, not 
* a 

iP, 

with Japanese voluntary export restraints, but by its matket % 

opening. On the other hand, the Congress and most of u.s~;' 

automobile producers and workers were in favor of VERs. In - 

March 1985, President Reagan resolved' the government -policy 
s' 

not to renew VERs with Japan, and instead to pressure Japan 
c le 

for more market opening. Yet, behind the scenes, the U.S. 

government expected Japan to take a measure t\o restrain its - 

automobile exports to the United States. Thus, U.S. 

- Ambassador Mansfield was instructed to privately pressure 

the* Japanese government to .extend VERs, or "the Congress 

will take care of the problem.w50 

49 Yoichi Funabashi, Nichibei Keizai Masatsu - Sono Butaiura 
(Tokyo: Iwanami Shinsho, 1987), p.132. 
50 A quote fr0m.a memoir of a former U.S. government 
official, David Stockman, Triumph of Palitics, ibid., p.138. 
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On Japan's. part, at first it considered VERs with 2.1 

' million units. It was presumed', however, to automatically 

cause a sudden increase in Japanese automobile exports after 

the termination. Furthermore, the.complete termination would 

cause an estimate of five hundred thousacd unit increase a 

year, which would not be in the interest of' the United 

States. Thus after a careful- conside~ation, the Ministry of 
d 

* w - 
International Trade and Industry came to a conclusion that 

it was better for both Japan gnd the United.States to phase 

out VERs, and decided that VERs with 2.3 million units were 

the most reasona$le; The U.S. government was angry because, 

even though it did expect Japan to extend VERs unofficially, ~ 

it did not expect an increase of 24%. 

Respite f VERs, the market share of Japanese automobiies in 

the United States is about 27% and many expect it to expand 

further because of the local production there. Furthermore, 
'I ' 

I while' the U.S. automobile industry works. hard to make 

innovations, its Japanese counterpart .is making the same 

The overall significance of the automobile trade friction 

can be summarized in three points: 

1. the American industry became more quality- and 
$52 

competitiveness-conscious; and 
> 

2. it gave the American public an impression that Japan 

would stubbornly resist market-o ening, unless pqessured w 
V 

pertinaciously by the United States; and F> i 



3 .  in reali%, the problem of voluntary export restraints , _ 
L 

brought into relief the difficulty the U.S. government had 

in making a coherent trade policy because of its domestic 
p=: 

constraints .$, 

6 

Mar-ket Oriented Sector Selective Talks 

Japan has eliminated virtually all formal tariff J (see 
d 

Graph I in the Appendices for a ,comparison of tariff burden . - 
in the U.S., the EC and Japan) and non-tariff banriers to 

' trade that were specifically criticized by its trading 

partners as being contrary to GATT rules. 51 In 1985, MOSS 

talks were initiated to open the Japanese marke* to U.S. 

exports of the following p;oducts: 1. telecommunication 
. 'r . i 

equipment, 2. medical pharmaceuticals, 3.' electronics?, 4. 

forestry products, and 5. transportation machinery. MOSS is 

significant in that microeconomic cbncerns abbut particular 

markets were being addressed in an intensive. and - 
comprehensive fashion. This approach addresses the full 

array of barriers in a particular sector to 'eliminate- , .  anv 
. . 

problem i i r i  the market system which inhibits impo~fr\:,pf any 
*b.,< *. '. 

products or service in the'sedr. As a result, the &riSan 
, T&; 

sales -in Japan in these sectors went up 12% in 1986 al~h&,;Z;~, * 

f 
51 Kent . E. Calder, ItJapanese Economic Poli 
Explaining the Reactive State," World Politics 
(July 1988) , p. 522-23. 

d 
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The Plaza Accord 

In early 1985, the U.S. dollar was peculiarly overvalued 

growth, and interest rates inching downward:, Th< Reagan 

administration, basically believing in non-intervention J 

in a situation of high* budgetary deficit, low economic3 

, 

preferred to attribute the dollar's strength to the 

viability of the American economy. 

The problem of- the dollar today is that our trading 
partners have not caught up with the U.S. in economic 
recovery. I think they have a way to go in changing some 
rigidity in their custams and their, methods of doing 
business. What we really need is their recovery to bring 
their money up to value comparable to ours. 52 . 

At the same time, however, ' the United' states: was beginning 

to suspect that American products were priced out of foreign 

markets because of the highly-valued dollar, and that this 

in turn largely contributed to its $60 billion txade 

' deficit. The highly-valued dollars suppressed exports while 
V 

imcreasing imports to the United States. Tax cuts and 

increased defense expenditure foroed the U,S. government to 

issue deficit-covering ~reasury bonds to finance its budget. 

Because of the interest payments to foreign creditor 

nations, the non-trade balance turned into red, ma.king the 
1 

U.S. assets abroad -$20.7 .billion. It was fea,red that the 

credibility of the dollar as the key currency in the 

international economy would diminish, if fro measure was 

52 President Reagan, statement at a news ,conference, 
.F bruary 23, 1985, M. Lenn Brown, Jerel A. Rosati, *''The 
R 8 agan Administration and Economic Interdependence: 
Turbulent Relationship with the EC. International Journal 
Vo1.42, No.3, (Summer 1987) p.455. 
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taken, and eventually the dollar might slump, 'which w&ld 

,likely cause a worldwide depression. For these reasons, the 
,,J 
P:$ 

united States made a turnabout later in the same" year and 
6 % 

4%' - 
intervened in the exchange rate mechanism. - 

In Septembefl 1985, Plaza Conference of G 5 ,  theyroup of . 

- five major advanced industrial nations, was heLd in New 

York; where an accord was reached to rectify the appreciated 
. , 

dollar by international policy coordination. As a result 

of the Plaza Accord, the Japanese currency. appreciated 60% 

and the price of Japanese products subsequently went up " 

almost 40%. Nevertheless, the bilateral trade imbalance was 

not-corrected as dramatically as expected. The major reasons 

include the following two points. Many Ameri~an~companies 

are said to have 'wasted this opportunity to gain back their 

market at home and abroad by raising prices once again, 53 

Also; the demand for Japanese manufactured products in the ' 
i 

United stads was still fairly high. 

An indirect impact of the Plaza accord was that the 

depreciation of the dollar lowered -- not only the price oi 

American products but also significant e.c~nomic components 
9 

within America itself. Capital accmulated .in Japan,. wh$,ch - 
4 

was assumed to be utilized for investment and individual 

-consumption in Japan, began to flood into the United states 

in purchase of real estate and securities. 

53 Mike Vansf ield, "Sharing Destinies: &~&:u:s. and ~ a ~ a n ,  
Foreisn - 1,ffairs Vo1.68, No.2, (Spring; l989j ,, p .7 .  f - 

Y ? %  ed ., a 

C 
$ 1  " 
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American producers who had been hurt by the lower sales 
t . t 

of their products increasingly demanded protectionist 
T 

measures to retaliate atgainst Japan. In 1984 alone, there . 

- - -. 
:were 300 protectionist bills proposed in the congress, many 

of which were specifically designed to offset the domestcic 

effects of trade with Japan. The government, however, was 
'i' 

absoluVeIy anti-protectionist. The followinq is one of the 
" 

anti-protectionist speeches made by ~ a i d e n t ,  ~eagah, ' who 

vetoed these bills. 

Protectionist measures like imposition of tarif'fs on' 
foreign imports looks like they are doing '%he7 patrifitic 
things by protecting American products and 308s. *But it 
,works only for a short while. What eventually oc&rs is 
that home-grown industries start relying on go&hnent 
protection in the form of high tariffs,' they stop competing 
and stop making innovative management and technological 
,changes they need to succeed in world market& In' 'the 
meantime, high tariffs inevitably lead to retayiation by 
foreign countries and triggering of fierce trade wars. The 
result is more and more tariffs, higher and highef grade 
barriers, and less and less competition. Soon because "of 
the price made artificiamy high and poor management, people 
stop buying. Then the worst happens: markets shrink and 
collapse, and businesses and industries shut down. And 
millions of people lose their jobs. 54 

i 
Free Trade means Fair Trade 

t ,* 
Free trade means fdir .trade. And where other countries 

are not playin'g by the rules, this administration is more 
activist and aggressive than anyone else in 'blowing the 
whistle on unfair trade practices against American 

55 producers. 
- 

- 

54 ~resihent Reagan, Radio Address to the Nation on Free 
and Fair Trade, April 25, 1987, President's Public Speeches - 

\ 

3987, p.414. l 

55 President Reagan, remarks at the ~nnual Meeting -of the 
National ~ssociation - of Manufacturers, May . 26, 1986, 
President s 'Public S~eeches 1986, 4.687. . a . 



' ~ a v i n ~  proclaimed its anti-profec'plonist posture, the 
Y 

U.S. government ha$ to find a way to stkengthen the 
'"- - ~ 

compet~itiveness of ~me;ican manufactured products in foreign 

markets without changing the principle of Itfree,trade.!L'The 

solution was to give a greater and more explicit emphasis to 

the principle of reciprocity on a bilateral basis. 

Fairness and 'reciprocity were one of the main principles. 

of the GATT rules. In the 1980s, U.S. officials began to 
> 

articulate the definition of fairness in their speeches 

because of trade barriers in the Japanese market. They all 

insist that the American market should remain open to Japan, 
.. . - 

only if Japan guarantees the same access and/or the same 
0 

result for American products to its. market as. the Japanese 

has to the Americdn market. For example: 

# 

Results are the ultimate measure of success, and thus 
far, the results [in the Japanese market] are modest at 
best. 56 

Fairness means we all play by the same rules. We do not 
want guaranteed success3 but we do insist on the opportunity 

* to succeed. 
# 

A case in point is the retaliatory sanctions taken by the 

United States against Japanese semiconductors. Japan agreed 

to guarantee the same access for American semiconductors to - 
the Japanese market and see to it that there is no dumping. - 
56 Address before Correspondents Club, Tokyo, August 13, 
1985, ~asic Documents 1985, p.732. 
57 Assistant Secretary for Economy and Business Affairs, 

-4 Jd 
# _ Y ' e  , Douglas W. McMinn, IICompetitiveness in America: Is 

protectionism the 'Answer?It address before the National 
d 

% Asssociation of Nanufacturers I congrdss of American Industyy, 
May 27, 1987, Department of State Bulletin August, 1987," 

i p.  58. 
P 
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-yhen the result turned out to be iqsignificant, the United 

states- judged it as Japan's inability to enforce the 
\- 7 - 

agreement, and 

Japanese exports 

levied . a $300-million tariff increase on 

to the' united States.. a 

. . 

< 

V. The Reswonsibilitv of Japan: the American Pers~ective. 

-4 

\ 
American pressures on Japan for market-opening have been y 

incessant for nearly two decades. ~eneralik, the united . 

States argues that Japan has become too large an economy t9 , 

P 

rely on its external environment. . Its economy is a mature 

one, and its infant- industries <are no longer in need of 

, protektion.' As gn economic power accounting for about 13% 

of world GNP, Japan must realize that: 

@ Its economy has been heavily dependent on the willingness 
of the Gorld to take a gigantic excess of Japanese exports 
over Japanese imports, - mostly the U.S. Now, when that 
stops, where does that leave the Japanese economy? Unless 
Japan does something about its ;on export surplus, 
it is going to leave the Japa my in very serious 
trouble. So it is in Japa st to change the 
situaf ion just as it is very mu interest to change 
.the sltuatlon.58 

As a first step, Japan needed'to remind itself that-rules 

of free trade stipulated by GATT are not adequate anymore. 

The success of GATT over the past decades was based on a 

framework o P  rules and commitments that has been widely 

accepted as being fair. Today, it is in urgent need of 

58 Secretary of State Schultz, statement at the press 
conference, Hot Spring, Virginia, May 8, 1987, Basic 
Documents 1987, p.556. 
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f .  *. 
repair. Many -GATT rules ha%&. no*\ fallen .in& abuse, and one 

* 
, =. 

country after another have take? actions outside of existing 
4 $ 

P r 
rule; in aria * at$,empf. to qolve their, own grave ' economic 

.: 41 I A . *' *, , * 
f 

problems. 59 It is, therefor;, nqt . considerdp justif jpI3le - 
' "  '5 

when Japan claims $hat it ayind tha game 'or f res' *rade 
-1  

by the rules. , a - 

- As a second step, Japan should stimulate its damestic - 

consumption, and rectify its depehdence on expart .surplus 
-, 

for _growth. The high savings rate jn Japan indicated 
) -" . * 

relatively low domest'ic consumption and that 'the Japanese 

economy looked overseas for growth. Finally, Japan must 
* ' 

level the playing field for foreign participants., Japan can - .  

fulfill its internationa'l responsibility to ' sustain the 
I- 

international economy by completing these steps, 
+ 

. 
I 

-The United States also regretted that Japa s defense 

effort was 'not satisfacfoq, when its economic power was 
4 

taken into account. According to ~ati6nal Defense Program . '  . 
Outlines, a Japanese Cabinet resolution in 1976, the role 

of Japanese defense was defined as?' a capabiiity to hold a 
- 

"limited and minorgg attack by the Soviets until the arrival 

of American forces. In'order for Japan to fulfill this role, 
f ' .  

the total expense amounted to one percent of Japan's GNP in 
w 

the same year. In 1981, -as we discussed in Section 3 of this. 

59 Trade Representative Yeutter, address beforeTthe Foreign 
~orhspondents Club, Tokyo, August 13, 1985, Basic ~ocments 
1985, p.731. . . 



chapter, the definition was extended to incltde self defense 
4 

capability in papanese territories, air and sea. 
4 

. 'a . # 

x Today, Japan*'Undertaked almost ha1 f o f  the tqtal expense . . 
to keep the American forces there; 60 ~ a ~ & n  s defense 

' ,  

.expenditure in real terms,is ranked among thb top seventh or - 
- .  - 

eighth in the world, or third or fourth at recent exchange 

b t e t .  61d The United States rbcognizes these facts . as - 
ive factors for the smooth o ation of V.S.- 

-C curity cooperation. It was p cularly pleased 

khen Japan's defense expenditure ex&edod its symboljd 1% 'bf 

GNP .ceiling in 1987, which the United States ,had vie~ed as . 
, ). 

an. unrealistic approach to Japanese security. Yet, when . - - - Japan1& economic' and technological capability is take& intdrr ' ' I 

k 4 

account, many ~mericafis still doubt 'that Japdn actbally 
I 

> - * 
undertakes' the full respoimsibJlity it is ,supp~sed to. The 

3' ) 

fixed idea that other advanced countries gpend more on their 

national secvrity. whiph could have been spent on other 

public 'pu;poses is not easy tof erase. 
e 

L .  & . 
% The following studies by American scholars logically bakk 
. f 

a .  rup the simple arguments df American statgsmen that Japan . 
4 

has the capability as well as political responsibility to do 

-'-', 
60 It includes the tax exemption of $120.3 million, the 
rent* of t-he bases costing approximately $900 million, fand , I 

the* salaries $or Japanese employees working for the 
American forces, which aqount to $15.32 million. (1$=220) 
61 The imperfection of the real term "evaluation arise from 
the fluctuation of the exchange rate. Thus Japanese d&fense 
expenditure oan easily incfease in dollar terms as the yen 
appreciates, even'wherr it remains unchanged domestically. 

, 
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more in contributing to world peace and stability. In their 

views, the role of Japan's defense defined by the Japanese , 

k 
government is' too '"regional. 1'62 Japan gains --brief it from 

6 the stability. of not only the pacific Basin, but also from 
r 

ti 

those' of fpe ,Middle East and Europe. Japanese imports from 

the Middle  a astern countries accounted for 18% of its total 
imports in 1986, and its exports to the European Community 

accounted for 15% of its total exports. Naturally, the T 

economic growth> of the ynited States has .extensively 

contributed to the growth of Japanese industries. The 
. 1- 

increase in global instability will lead to an increase in 
- q  . 

the price of primary p~oducts, on which Japan heavily ' 

\ 

depends. Japanese assets abroad will possibly be distrained 
') \ 

by the host government$, causing a trsmendous loss to the.2yr 
$ 3 7  

Japanese investors. 
'%"a. 

Pi: .* 
With these factors taken into account; the evaF&tion in 

. - 
terms of GNP ratio becomes meaningful .on twk ass\ihptions: 

1. GNP represents a nation's productivity which was , 
, II %./J 

achidahle becaus6 of the peace and. stability obf the world; 

a a, 

2. The defense.expenditures of the united States a.nd Western 

European nations are commensurate with the bengfig-=$,h,qy gain I 

'$ 
1' 

,$% - 
from the peace and stability of the worlh. ti 

* + I  

P, 
1 

i'. 

62 Robert Decle (professor at the LJni.;tees'ity af Boston), 
"Japan s Defense and' Economic E'ff iciency$w' * ~ O Q Q  If..,,?hkin, 

d Donald C. Hellman, eds. , Sharins World '~eadershiB? : A New 
Era 'for America and Jawan (washington, D.C. : the American 
Enterprise ~nstitute for public Policy Research, 1989), 
Japanese edition (Tokyo: Chuokoron Sha, Inc., 1989), p.185. 
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b The study proposes that, if these assumptions- are 
d 

approprfate, Japan should expend between 4.1% and 6.5% of 
. % 

its GNP for defense.=63 These are the "percentages of 'the 
.,' 

defense expenditures of West Germany and the united States. 

It is argued in the study that Japan is situated between the 

y United states and West ,Germany in terms of the benefit from 

the stability and peace of the world. Fven when the GNP 

ratio of the Japanese defense expenditure in 1985 :is 
,;b 

/ . 
adjusted by ,the 'NATO definition, tbe percentage is an 

estimated 1.9% at the most. 64  

~ccording to another study, Japan would still have 

achieved 97% of its actual GMP even if its defense 

expenditure .had been 3% of its GNP, or 92.8% even if Japan 

had expended the same percentage of GN,P as the united- States 

did.65 These data -- indicate that Japan's assumption of 
. \ 

greater security responsibility would not have a profoundly 
i 

damaging effect on the Japanese eccnomy. . , 

t 
Relaxed by perestroika in the Soviet Union and other 

*. 
Warsaw Pact nations, where economic well-being has been 

promoted to a top priority, the United States wants to cut 

its defense expenditure so that it can reduce its one 

63  bid., p.175. 
64 In the NATO definition, we must include 1. Japan's 
contribution to the American forces there, 2., other 
security-related expenditures, such as pensions for 
veterans, which Japan treats as welfare spending, and 3. 
economic assistance t,o substitute military assistance for 
containment of sommunist influence. Ibid., pp.178-79. 
65 See Qua Yu Wong (professor at the University of 
Washington3 , "National Defense and Trade, ibid., pp. 119-67. 

% 
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hundred-plus billion dollar a year budgetary deficit. At 

d .  the same time, it is crucial for the United States to 

support the burgeoning democracies in Eastern ' Europe and 

Central America. Two thirds of the foreign assistance 
- 

budget is already. allocated for front-line countries like 

Egypt, Israel, Pakistan, and Philippines. Thus, the United 

States is looking to Japan for financial copperatiqn 'in 
a\ 

these areas because of its budgetary constraints. Japan has 
6 

responded positively to this request, since it is one of 

Japan's goiaJs to play an important role in economic 

assistance. 
7 $ 

In response to the economic demand, Japan slowly bu't 
# 

progressively. carried out structural adjustments and market 

opening mddified to the extent- that it does not cause 

domestic political -instability. As a matter of fact, Japan 

has successf,uJly transformed its economy into a domestic- 
I 

demand led economy without significant unemployment and 

inflation. Iqi-sum, the concerns sf the United States rest 

upon the opening of the Japanese market: it is a 

h - responsibility of the second largest economic power to 

absor6 products, in particular, from 
r 

developing countries so that,khey can increase their foreign 
* / 

reserves to purchase prFucts they do not, or cannot 
i 

produce. As regards accebs to the Japanese market, United 
/ 

/ 

States-Japanese trade talks have reached the point'wh&e the 

socioeconomic system of Japan is encompassed in its 

entirety, regardless of official or unofficial, and foreign 



When 

. recovery, 

i 

or domestic. The specific details will be discussed in 

Chapter 4. 

I 

/ 

* 
I 

V. Summary and Conclusion 
1 

Japan was war-torn and struggling for economic 

the United States benignly provided Japan with 

necessary ' 

doing so; 
- 

leadership 

assistance. The United States benefited from , 

the alliance ensured its military and political 

in the Far East, and trade created jobs in the% 

United States. With the American supervision, ~ . a ~ a n  was 

recreated as an anti-Communist ally in the Far East. 

The continuous emergence of self-supporting economies in 
- 1 c 

bestern Europe followed dy the unexpectedly remarkable 

economic recovery of  an drew the curtain for the coming 
age of econamic interdependence. In a world of , 

L -'. 
interdependence, even a superpower like the United States 

$,. 
was not immune to changes in international ~olitical and * 

economic conditions, making if difficult . to maintain an 
C" 

unchallenged leadership: As 'a result, the cost of susiaining 
I 

<' < 

the international order became larger than the benefit) and 6 

the United States behme less and6 less tolerant of 'its 

disproportionate responsibility in the West, which '-was 
z t 

represented 

protection. 

Nixon Shock 

by the fixed 

This sen++ of 

in 1971, in 

exchange rate system and military 

heavy burden led to the so-called 

which the United States abruptly 



decided to shift its relationships with its allies from 

paternalism to a mature partnership. 

1n making Japan policy,.the United States began to judge 

the overall U. S . -Japakse relations to be excessively 
*b 

favorable to Japan and unfair to the-United States.- Japan 

was perceived in general as a nation which, thanks to the 
it 

- .!g 
United States, could "engage itself economically and 

diplomatically in many directions independently without - 

* fearing for its s e c u r i t y . ~ ~ ~  In the meantime, as argued in 

Keohane and Nyels ' theory of interdependence, economic 

interdependence is accompanied by vigorous competition among 
*- 

non-governmental actors, and their pressures upon the U.S. 

government could not be ignored. Particularly since the ++ 

economic recession in the 1 9 7 0 ~ ~  th,rough which the Japanese , . 
. . 

kconomy ably survived in spite of the serious impact of the 

two &Oil Crises, these pressures from within the. United 

States gave rise to the linking of economic and security 

G issues: ,The Soviet invasion in ~fghanistan decisively added 

vigor to U. S. officials, not to mention the Congress, ' who 

insisted on the linkage of trade and security in U.S. Japan 
- 

policy. Thus, Japan was urged to increase its defense ef,fort 

to irnpr&e its capability adequately enough for Japan to 

carry out its role and mission. 

At the same time, there was a linkage of foreign and 

domestic polikies in U. S. -Japanese economic relations. The 

United States accepted trade barriers that existed in the 

66 See footnote 22. - 



- 

~ d ~ a n e s e  market agairst its products, as long as Japan was 

one-sidedly dependent on it.   he more mutually dependent , 

their economic relatio~s grew, however, the more intense the 

competition became, and many U.S.-Japanese trade issues were 
' s f + "  

- .  1. 

politicized in the United states in order to urge the 

government to pressure Japan to buy more American products. 

Discontented with the insignificant fruits of a series of 

both bilateral and multilateral negotiations, which often 

merely removed visible erade barriers, the United States 

.began to demand a bold structural reform in the- Japanese 
a 

economy. MOSS, the Market Oriented Sector Selective, was 
4- 

the first significant attempt, which comprehensively 
2 

addressed microeconomic concerns in order to eliminate any 

impediments to the penetration O f  particular American 

pr9duct.s and services. 
F 

The United States has since left no stones unturned in 

pursuit 05 "fairt' access to the Japanese market. '1t is 

inevitable for the United States, in its concept of 

interdependence, to interfere in Japanese domestic policy, 

should it be necessary for the solution of the competitive . 

crisis. Furthermore, given its size and multidimensional 

global influence, the asymmetry in the power relations 

between the United States and other advanced nations has 
> 

often enabled the United States to exert considerable 

pressures over other nations on a bilateral basis. For this 
, 

reason, the United States has ,often preferred bilateral 

negotiations with Japan rather than those of a multilateral - 
32 

a,;""4.!-. 
w $) 
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b' nature 1 ike ZATT. Jap nese economic vulnerability to 

protectionist measures by the united' States i s  estimated to 
\ 4 

be eight times more serious than the American vulnerability 

tokhose by Japan. Under its Omnibus Trade Law of 1988, ,the- 
Sr 

- P 

United States. named Japan, 1ndia and Brazil as it8 unfair 

trading partners and threatened to unilaterally, conduct ' 

retaliatory sanction?' against them, -should there be no, . 
I 

problsing improvement in the access to their mark'ets.(See 
.I 4 

--*c . 
Chapter 5 .  fdr related discussion. ) U 

In security terms, the integration of the ~apanese , 

1. 

defense system into the American global strategy has. been. 
9 

relatively smpoth because of the historical background 
< P 

discussed in Chapter 1. Since 1983, Japan began to consider 

itself ex.plicitly "a member of the West,!' which has more 

strategic implications than "a member of free nations,I1 the 
1 

term Japan had previously used. In econom&+&erms, however, - 
F, 

b 

economic nationalism and cultural differences tend to stand 

J 
in the way, causing a tremendous. difficulty for American 

,* *attempts to integra,teS the Japanese economic system ' into its 
rq \. -, 8 

ideal form of.free and fair internafional economy. 

Chapter 3'will, review-sthe two concepts of interdependence 

elabbrated in Chapters 1 and 2 and clarify the differences . 
7 between them. 



CHAPTER THREE. 
THE DIFFERENCE B E W E N  THE JAPANESE AND 

AMERICP3 CONCEPTS OF INTERDEPENDENCE 

The difference between the Japanese and 'American concepts 

of interdepenqence can be summarized in four contrasts: 

first independence vs. integration, second, self - 
consciousn,ess bf vulnerability vs. consciousness of other* 

7 .  nations vulnerabilities, third, passivenes~ . w. 
/'- 

assertiveness, and fourth, coexistence of different values 

vs. common values. Having studied the historical background 
*. 
of postwar U. S . -Japanese relations, we can argue that the& 
contrasts are largely attribLtable to the difference between 

the two nationst respective positions in the early postwar 
,;$- 

international cominunity. 

Japan s one-sided dependence on tpe U~ited States after - - 

the Second World War made Japan seek more than a formality 
+ 

I of indegendence. For the United States, on the other hand, . 

such dependence of Japan&+cf.nified its power over Japan, and 

the subsequent presence of American forces and economic 

cooperation in the Far East implied $he American power over 

the region. As discussed in the beginning o f  Chapter 2, 

Japan was an integral part of :the U.S. global strategy. 

Thus Japan's wish for bore independence conflicted with the 
% 

U.S. policy. Japan beganrto view its relationship with the 

United States more as interdependent when its economic - - ', 

capability increased significantly dur'ing the 1960s. This 



perception of interdependence was still limited to the 
I * 

mutual trade relations. Although Japan'slrapid 'economic 
i 

growth led Japan to demand equality and recip,rociity in their 
. I  

security arrangement, Japan intended to continue to rely on 

the U. S. military protection, expecting to benefit 
- 

economically from small defense expenditures made possible 

by such securitg dependence. The U.S. had r-arely describkd 
t 

its .relationship with Japan7 as interdependent until 1971, 
I .  ly 

when ' it made a rqajor shift in its foreign ,poticy.' Until - 

then, the stability in the We;;tern bloc had been primarily 
4 ' 

sustained by the American nuclear deterrence and a monetary 
v 

system with U.S. -dollars as the main . currency for 
G - 

international transactions. 

In the early' post war period, western European nations 
t 

and Japan were able to benefit from sucd arrangements 
. . 

without limiting the benefits to the united states itself. 

As Western Europe and Japan grew stronger, however, U.S. 
P 

paternalism began to be peceived as unfair one-sided 

gavoritism. Under these circumstances, the united States 

sfarted to. consider its relationships with these nations 
P 

interdependent, meaning they are-' all bound, together by 

common perceptions of Communist threat, free market economy 
' , 

and liberal democratic political system, and thev must share 

'the responsibility to sustain the stability of the 

alliance. In .this way, it was presumed, the United States 
C 

, would still be able to pursue a coherent global strategy'to 

htegrate its allies into one common framework. 



7 

The Japanese concept of interdependence is also 
4 Q .  

characteristic' of ' Japan1 s selb-co$scio;sness of its . 
% 

7 .  
* 

,vulnerabiIity, which was expo ~d by the Oil crisis of - 19'73. . - 
d 7- 

For Japan interdependence was a diplomatic means to depart 

from extreme dependence on a small number of countries for 
_ I  - 

the supply of vital enerqy resources to a set of more " 

b 

diversified relations. By! broadening the scope of its d .  

'F 

. diplomacy, ~aian tried to attenuate negative effects .which 

might be inflicted by policy changes in other nations, its 

trading partners in particular. It - is true that the 
%, 

- ove=whelming 'ma jcirkty of world economic ' transactions still 

. takes p&ace within national borders, l and Japan's dependence 

on foreign trade in terms 'of GNP, ratio is pot 
a > 

- extraordinarily high in comparison with other major advanced 

 nation^.^ Less than 20% of its workG force generates 80% of 
d 

total exports, which makes up 15% of its 6NP. Japan is, 

however, extremely dependent (mostly.90% or more) on imports 
\ 

in terms of indispensable primary. resources, whidh are 

Japan's lifeblood (see Table, IV 'and V. ) - For this reason, 
- 

Japan wants to prevent negative infiuences upon its 

- 
1 The ratio of foreign economic transactions per world GNP 
increased only 4% from 7.4% in 1960 to 11.5% in 1980. Gaiko 
Forum (a publication of the Ministry of Foreign ~fiairs in 
Japan) , May,-1989, p-. 17. - t 

2 ~ccording o the White Paper on International Trade in 
1985 Japan's ependence on exports was 16.8% and imports. I 5d 
13.8%, which is lower than majm West European countries. 
3 Kent E. Calder, "~apanese Foreign ~conomic Policy 
Formation: Explaining the Reactive State," World Politics 
Vo1.40, No.4, (July, 1988), p.540. 



relationships with energy-exporting and energy-producing 
- 

countries. Thus Japan does not consider interdependence as 

an opportunity to take advant-age of other nations'. . , 
vulperabilities or wield its economic power to secu 

availability of its lifeblood. 

. Table IV. lmpo;t ~e~endencf on' Natural Resources of 
Selected Countries (19'87) a) 

b 

(.%*&I I .TAPAN U.S. F.R.G. FRANCE U. K. 

coal c) , 86.7 3.8 0.5 5 2 . 4  7 :-3 

natural gas c) 

iron ore 

copper 

lead 

zinc 

tin 
C 

bauxite c) 

nickel 100.0 100.0 ' 100.0 .O.O 100.0 

-Note : 0 .  

3) Degree of import dependency = (import volume, - export 
volume) / (domestic production volume + import volume - 
export voldme) x 100. % 

b) Figures calculated using data in oil equivalent ternis for 
coal, coke, oil, natural gas, hydro,[ and nuclear generated 
electricity. , 
c) 1986. 

, 7  ,- Source : I 

OECD, Energy Balance of OECD ~ountries,' 1985/1986; WBMS, 
World Metal .Statistics, Ja~an: An. International Comparison, 
op.cit., p.66. 

t) 



Table V. Japan's Import Dependency on Selected Food (1986') 
d. 

WHEAT . 86% 

- KAEZE (CORN) , , 100% 
. I  

CEREALS 67% 

Source: 
Ministry of Agriculture, Forestry and Fisheries, Japan: An 
~nternational Comparison, op.cit., p.18. 

The United Sta es is, in contrast, stil-1' much less f .  
- vulnerable to change external conditions compared to ..' 

Japan, and can constrain other nations to h>ve them 

unde\its influence. The overall asymmetries 
P 

interdependent relationships with its allies and, 

deriving from its multidi'mensional power make the United 

States th'ink about how to useits relative power to dissuade 
I ,  

others from acting against American interests. Similarly, 

as former Secretary of State Vance strongly pointed'9ut: 

  he issue is not whether we are strong or not. ye are. 
The challenge is to use [our] unqnestionable. strength 
appropriately and to advance our interests ,in a 
world undergoing of changes..,. The first 
element of [the] evolution from an earlie'r 
period of American strategic supremacy to an era of stable 
strategic equivalence. 4 

"The different kinds of changesw tahe world was undergoing 
w - 

were such that military preponderance alone'did not define a 

9 

4 Secretary of 'state Vance, address befdre American Society. 
of Community and ~uniop Coil-eges, chicago, May ,1, . 1979, 
Basic Documents 1977-1980, p.42. 



nation s ' power ., Another former .Secretary of State, 
- 

Kissinger poignantly described the situation that: 
- .  \ 

The traditional agenda of international affairs - the 
balance among major powers, the security of nations - no 
longer defines odr perils or our possibilities .... Now we 
are entering a new era. Old international patterns are 
crumb1 ing ; logans are uninstrkctive? old solutions are 

+ unavailing. O1TThe , world has become interdependent in 
.economies, in communications, and in human  aspiration^.^ 

8 

As discussed in %he secon&, section of Chapter 2, the United 

States designed a set of r~tionales~for interdependence in 
6 m 

r' 

view of the chang-e in the face of intern&ional G&lations; 
ki 

P 0 

Eeonomic . , ingerdependence and al1iarice'"were A strongly lihked 6 ; 

together, a creation of free trade area was declared as an 
8 ,  P 

%, 

ultimate goal, ,spd An-ierican allies were expected to share .5 

'U 

the responsibility in not only the int&rnatianal'economy but a 
k> ' ., 
\% 

also their own security. This virtually * unilafe<Gl . < - 

I' . ' Y& " 
implementation of a shift in the alliance redationship leads . 

'B 
' us another contrast. in the two nations1 concepts oi 

L \ passiveness and-activeness. 
u -- 

4 

%> 

S - I 
h 

Japanese foreign policy has oiten been described as e i  

D - 

llreactivell and llpassive." This is largely because of its 

early postwar behavior to observe the relationship among the 
G 

former Allies, lean towards the side which Japan judged 
+ - 

advantageous to its interests, and concentrate on economic' 
0 

growth. In pursuing a mercantilistic fo~eign economic 
# 

policy, Japan tended Yo be submissive and a + modest, refraining 
* 

5 I1A New National PartnershipI1I a speech by Yenry Kissinger 
at Los Angeles, January 24, 1975, Power and Interdependence 



\ 
from overt political chall Internally, conflict of \ 

vested interests in th institutionalized bkqiness \ , 
P \ 

0 

P 

relationships, lack of stron leadership, and the prd=edural ' 

complexity in the political ystem make ~apanese' democracy 
- 

even more time-consuming to reach consensus ' t$an -other I, 

j 

democradies. More often n not, , a new policy falls 

through due tp such inefficiencA.6 Rather, Japan hag tended 
\ 

- 

to put off2the implementation of a c$ange until saiatsu, 
' P- 

x2 * 
external demand pressures, reach the high political level. ' 6 - + '& 
Even when Japan was fully aware of the increasing 

- 
international expectatim for its contribution to the 

, .. 

international commu~ity, japan- reluctantly rather than 

willingly recognized the fact that econsmic power must . 
involve corresponding responsibility. For example, the use 

of. words such as "cannot help but..." in the following 

quotation seems to suggestdapanls reluctance. 

The increasingly deepening interdependence of the world 
today demands that every nation base its foreign policy on 
the spirit of international harmony .... As Japan has become , 
an Tmportant part of the world econbmy, it is in a situation 
where it cannot help but 'behave commensprate with its 
economic status (emphasis added).7 

It can be argued further that Japan is not yet accustomed to. 
e. 

being  influential.^ An American ~apanologist says that Japan 
, .3 

is still prepossessed with tlcatch-up-with-the-U.S.-and- 

6 ~efineth B. Pyle, "Japanese History and the Politics of 
~esponsibility Sharing, " Sharins World ~eadershi~? op. cit . , - 

p.73. 
7 Blue Book 1985, p.254. 



Europe syndrome" of 1950s and 1960s.~ Japan confesses 
7 

likewise in the Blue Book that: 

Occupying a relatively inconspicuous place in - the 
international community for many years following the World 

+ War 11, Japan considered the inte-onal environment as a 
"" given. It was inconceivable then that Japan would have any 

major impact on the international situation. Yet, today 
Japanese actions have a major impact, which it has never 
had, not only economically but across the entire spectrum of 
international relations. With the world growing relatively 
,smaller howadays, it is imperative that Japan bear a greater 
responsibility and play a more active role as a main actor 
for maintaining and promoting the international orders9 

In sharp contrast to ~ a ~ & ,  the United States has been a . 

superpower with incomparable influence and power since the 

Second World @a<, and has an abundan~x of experienbes in 
* a  

making use of its own strength as well as other nations1 I 

a; - -  
vulnerabilities. In this respect, it is fair to' say that 

the United States has been most assertive in postwar 

international affairs. As a "hegemonic power establishing 

i most of the important 'frameworks 9o.r the postwar 

international order, the United States is accustomed to its 

rule-making and rule-enforcing powers. 

Confidence in ii2s strength is the very magnetism and 
- 1  

dynamism that unites Americans as a nation. It is, 
I 

Q 

therefore, disturbing to the Americans when their leadership 
\ 

is being challenged, especially by nations -like Japan, which 

used to be dependent on ' U. S. protection. ,As argued by 

, . Keohane and Nye, the hegemonfs rule-making and rule- 

enforcing powers begin to erode as economic power of 

4 

D 8 'Jackson Bailey, Asahi Shinbun March 10, 1990. 
9 White Papers of J a ~ a n  1987-88, p.19. 

, 



secondary states increases, which enables these 
- - 

economdc powers to became more independent 

emerging 

from 'the 
b 

hegemon. lo At. the same time, the cost of leadership the 

United States had assumed became less rewarding in terms of 

its ,economic and political dividends. The discomfort of 

economic challenges from western Europe and ~aGan was . 
compounded by a strand of pessimism that the United States 

was declining in world status. Internally, 'u. S .  presidents 

and government officials frequent1,y s oke of Strong America 8 %  
to wipe out such'pessimism and confidence crisis, which were 

Y 

widespread among the American public -due to the bitter 

legacy of Vietnam. For example, president Carter tried to 
i* 

assure its allies and friends th'at: 

As friends, you [the people ~f other nations] can depend 
on the U.S. to be in the forefront of the search for wor-ld 
peace. 

I have a quiet confidence in our own political system 
because we know that democracy works. We are confident that 
democracy's examples will be compelling, and so we ,seek to 
bring those examples closer to those ,who are not yet 

,- convinced [of] the advantages of our kind of life. We are 
confide$t that democratic methods are the most effective. 
(Emphasps added. ) l1 

. *  As ha$ been mentioned in previous 
chaptefj , the United 

s-tates; began in the early 1970s to assert the linkage 

bktween economic interdependence and security; and thereby 

forming a more solid and integrated network of the Western 

allies with itself at the apqx. The United States would 
Y 

warn its allies and friends that ;the soviet attempt for a 
C 

10 Power and Interde~endence, op.cit., p.45. 
11 'Message' to the People of Other Nations on assuming 
office, January 20, 1977, President's Public Speeches 1977, 
p . 4 .  - 



global reach could threaten thg sea-ianes an3 other 

conne~tions that link their access to each other's markets. 
67 

They must, therefore, strengthen their kolidarity and 

alliance< to prevent Coiununist conquest and .enhance their 

autual econgmic benefits. 

Lastly but never the least, the difference between the 

Japanese and American concepts of interdependence is - 
attributable also to the fundamental difference in vision 

and philosoljh~. While the United, States believes in the 
v 

universality of American ideals, which are to be realized 

through the process leading interdependence into 

integration, Japan generally perceives the world as a 

coexistence of a. variety of different values and systems. 

The pervasive cultural influence. of the United States in 

the postwar period htelpedh to shape people's desires and 

perceptions of alternatives so that their in 

international politics and economy were concordant with 

those of Americans. Due to the substantial long-term effect 

of American cultural influence, the values of other nations' 

people were condition to be compatible with American 
-\ 

wishes, and, therefore, the United States did not have to 

exert power over 'others overtly. l2 In thisi way, American 

influence could insidiously come to penetrate the politics, 

economies and societies of American allies and friends. 

12 Bruce '~ussett, "The Mysterious Case of Vanishing 
Hegemony; or Is Mark Twain Really Dead?" International 
Orqanization Vo1.39, No.2, (Spring, 1985), p.229. - 



Furthermgre, compatibility 

efficiency of the golidarity 

can - &entually enhance the 

among allies. 
J 

Japan, on tly; other hand, had neither the power nor 

intention of convincing other nations of the virtue of the 

Japanese way ibf life an% thinking. With its power limited 
/ 

to economy /and technology, Japan has preferred to ' make 
/' 

concession$ to external demands rather than risk its 

b relation? ips with other nations. Philosophically, explains 
/ 

Taizo W tanabe, Foreign Ministry spokesman, Japan considers P b 

/ 0 % .  it ins,ensitive and impolite to interfere in domestic matters 

of other nations, 'hless it is so requested. Japan, 

therefore, does not behave like a nation with a missionary 

ambition.13 Some are- outspoken, saying that having a vision 

oi. philosophy is a kind of arrogance, and one should never 
J 

preach to someone else how to live.14 1 

The lack of global or 'universal vision in Japanese 

foreign .holicy is also caused by Japan's prewar experience, 
* - 

an unsuccessful attempt to establish'a GreateqEast Asia Co- 

Prosperity Sphere. Thp. objectives of the policy were 

promption of friendship and economic cooperation among East 

Asians, expulsion of Western colonialism, and prevention of 

Communist conquest. Japan, however, was noyf"only unable to 

obtain the support of 

American and British 

most of the ~sians,f'but 
i 

antipathy, whiyfi led 
, 

also provoked 

to a tougher' 

13 Chuokoron January 
14 A comment by a 

1990. p.311. 
Japanese correspondent 

" 

for AERA (a 
Japanese weekly journal published by Asahi Shinbun) cited in 
Chuokoron, ibid. 
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American policy towards Japan and its caneellation of. I the 
---- \ 

U.S.-Japanese Commercial Treaty in 1940. Even this prewar 

vision of the Japanese Empire was limited* to the Asian 

region. Although one may argue that .it was the means 

employed, not the vision of the Greater East Asian Co- - , 
, 

Prosperity Sphere itself, that was at fault, as some 

Japanese historians did in the 1960s.15 The defeat in the 
'> 

Second  orl la War completely inhibited '~apan from making a 

similar attempt. Ironically, the incongruence between the 
1 

; lack of a global strategy and th-e reality of its economic 

power caused Japan's trading partners to claim that it is 

hard to figure out the i m t i o n  of Japan, and it makes th$ni 
I 

feel insecure to think of a Japan with tremendous wealth, . 
3 , \ 

kk&' with no apparent philosophy. Another irony is that 
" 4. 

japan's search for more independence actually resulted in 
-. 

' more interdependence .of the nation than befoke. In fact, 

~apan's , extended economic woperation and the 

internationalization ,of Japan have accelerated the speed of 

.integration of Japan inti$ the international system. 

  ore over,' the economic interpenetration between the United, 

States and Japan has caused, as will be elaborated in the 

following chapters, many unexpected conflicts involving 
- 

domestic politics and socio-cultural'values. 

15 For example see Fusao Hayashi, Daitoa Senso Koteiron 
(Tokyo: Bancho ,?!hobo, 1964. ) 



Japan's purchase of U.S. fighters, F-15s, exemplifies' an . 

aspect of 'the difference betweenethe two concepts discussed 

above. This case evidently reflects the U. S. intention -to 

integrate the Japanese defense system and the defense- 

related industry into its 

contradicted Japan's ideal 

complementary to theH~merican 

Japan intended t9o develop 

system structurally, which 

of its own defense system 

system. 

its own FSX fighters so as to 
,. 

assume more responsibility for its security and free itself 
. - .  

~ - 
-~ 

from dependence on foreign know-how. Such a n  effort was 

expected to uqburden some of the costs that have been 
,' 

shouldered 'by the. United States. On its part, the United 

States tried to prevent Japan from working on its own, and 

suggested that Japan base its new fighters on F-15, and also 

work in a joint development project with the United States. . N 

phe United States arjaed that Japan's defense role and 
a 

mission did not require the kind of an expensive project 

- .that Japan was planning, and a joint development would save . - 

a considerable amount of cost. In this way, the United 

States assured the conpatibility of Japan's defense system 

with its own and an eAxclusive inflow of scientific and 

technological data from Japan. Furthermore, it also seeured 

participation of U.S. industry in Japan's very large 

projects. Japan, on the other hand,- failed to go on an 

independent way. ~ ' ,  The s a d  kind of negotiation applied to 



I 

the licensing of 100 P3C antisubmarine aircraft, and the ?$ 
L- 

purchase of the sophisticated Aegis warning system. l6 

The beginning of a world without walls realized by the 

recent changes t king-place in the Soviet Union and Eastern -+-7 

I \  

Europe raises a question of the validity of the, Communist .--- \ 
- - - - 

threat in the fntupe as a major force that kkeps the - Western 

allies in unity. - In this regard, U.S.-Japanese relations -' 
, -  - I. 

may become somewhat troublesbme, since the linkage politics . -. 

8 employed by the Un-ited States would become less effective as -. - 
the Communist threat diminishes. 

3 .  - 
- 

- 

- -  - -  
- - - - -  --- 

The four c~ntrasts examined in general terms i'n t h i s  - 

t' - -_ 
chappeg clearly indicate that the more symmetric U.S. - 

, interdepehdence b e c o m e s ,  the more difficult for the 
- - 

ions to arrive t an easy solution for their 
- - 1  

. Although it is t w  early to predict the future of 

U.S.-Japanes~elations, an indication of such difficulties 

can already be sp-in the Structural Impediment ~nitiative 
i' 

talks of 1389 and 1990, which will be discussed in the next 
h-- 

chapter. To - become more symmetric in interdependence, 

however, also means more mutual ' interpenetration qnto each 

other's econom,ic systems, since States proves to 

be the major partner of Japa Of course, Japan may 

increase its powt?r by enlarging in Europe and the 4 
0 

16 George R. Packard~, "The Coming of U.S.-Japanese Crisis," 
Foreisn ~ffairs Vo1.66, No.2, (Winter 1987/1988), p.355. , 

Mike Mansfield, ma he United-States and Japan: Sharing Our 
Destinies," Foreisn Affairs Vo1.68, No.2, (Spring 1989), 
p.9. 



%? 

Social iSt bf oc. yet, the ec6nomic integration of the 

European co&unity is likely to make it considerably 
U 

difficult for Japan to penetrate into Europe, and the future 

development of the Socialist bloc remains uncertain. 
n 

1% - the most immediate future, therefore,, Japan seems to 
(. 

have few other choices but to muddle through with the United 

States. Thus, to iron out the differences between the two 

nations' concepts of interdependence should be of some help 

to smooth U.S.-Japanese relations. Moreover, it is likely to 
--z- 

, have a p o s i t i W p o  
-/--- 

n worn--stability because of the 
- - 

/- 
increasing importance of U.9.-Japanese relations in the 

world. 
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CHAPTER FOUR. 
THE IMPACT OF THE DIFFERENCE BETWEEN THE J A P ~ S E  AND 

AMERICAN CONCEPTS OF INTERDBPENDEWE 

The previous chapters clarified that there is a gap 

between the Japanese *and American concepts of 

interdependence. 'HOW did or does this gap-actually affect 

U.S.-Japanese relations? Three specific' cases have been 

-selected to' study its-actual impact: the change- im Japan's. 
3 
B 

. official development aid p o l i c y ;  the U.S.-Japanese 
Y 

Structural Impediment - Initiativ- talks; an-d the argument of 
I 

revisionism, which is gaining populdrity among the American 

public as a way to handle u.s.-Jfpanese relations. 

-- 
1 -. 

* 
I. Foreiqn Assistance Policy % 

h 

Jawan's Official Develo~ment Aid 

In the years following the Oil Crisis of 1973, there weTe 

exchanges of visits bl(high leGel offi ials oi ~apan' and 

Middle Eastern countries. These mutual L i t s  ; helpgd to .- 

provide more information and knowledge about eachxother,.and 
.z - 

above all, Japan's generous economic and technical 

assistance led to an upgraded image of Japan. 



. It 'was emphasized in Chapter 1 that the first Pi1 Crisis 
f 

had a decisive impact on Japanese foreign policy makiiig. 

The bitter experience made Japan aware for the first time 

that foreign policy without due regard to &he interests of 

energ-~roducihg countries could be eventually detrimental 
\ 

to Japan's interest. The signif l>an changes in the 
D 

distribution pattern - of Japan's Official Development 

Assistance is evidence of this understanding. Inethis way, 

Japan began to consider its economic as&stance seriously 
*L+r 

as a diplomatic strategy. 

According to theq guideline for ODA, which first appeared 

in the Blue Book of 1981, Japan distributes its ODA in 
L 

considerat n of two standards, first the degree of 

interdependence, i.e., the overall importance of ' the 

recipient countries to Japan, and second the degree of their 

need and poverty. For instarice, in order for a country to 

be qualified as a recipient of Japanese ODA in 1.989, the 
2. 

country's per capita GNP\in 1987 had to be smaller than 

$1,940. However, Brazil, whose per capita GNP was $2,020, 

was granted yen loans because of its *grave debt. South 

Korea, which received special consideration because of its 

close relationship with Japan, has graduated from Japanese 

ODA since 2ts per capita GNP reached $4,000. In accordance 
- .  

with these standards, Japan today distributes more ODA to 
i 

more kountries of different regions. The diversification of 
ri 

ODA has inv?iqe&iJted japan's tiade with them as weli, in 

.particular in the Middle East and Latin America. Recently, 
P 

108 



.Japan was also prompt in offering $80 million in economic 
3 

assistance and $35 millions in export credits to Poland and 
C ,..> * 

Hungary. 

Before it learned that the world consisted of complexly 

intertwined interests of energy-producing ' countries and 

energy-consuming countries, Japan. simply contributed more 

.than 90% of its ODA to Asia. After the Second World W ~ F ,  it 

was ~rucial for Japan as an Asian-Pacific nation to restore 

politically and economically favorable relationships with 

Asian natioqs. * Given this circumstance, the emphasis on 

Asia is understandable. Formally, Japan's ODA was supposed 

to serve as a contribution to- the peace and stability of 
'- 

~sia.' Besides this objective, it also secured Japan's 

access.. to their natural resources, raw materials ,and 

markets. These were all vital to Japan's economic 
- b 

development especially during the early stage of its 
-. 

recovery from the war. 

The Oil Crisis of,1973 proved that oil-was "Japan's 

~chillek HeelI1*l and~hat Japan lacked a diplomatic strategy 
- 

for dealing with this vulnerability. It is fair to say that 

Japan' s tendency 1 tom avoid political commitments in 

international affairs largely contributed to the OPEC's . 

decision to label Japan as an unfriendly natiop of Arabs, ' 

despite Japan's enormous oil imports from the Middle East. 

(See Chapter 1 for, details.) Japan feared that a similar 

1 A feature article on Economic Security in the White Paper 
of MITI, White Papers af Jawan 1983-1984, p.182. 



situation might h-en w a h  other countries $reducing vital 
1 

natural resource3 and raw materials. 
\ *  

Japanls,dependence on its trade with developing countkies 
1 

is quite higk in terms of its need for natural resources and - 
d 

raw materials, one of the highest among major advanced 

nations. In 1975, ~ap$n's imports 'from developing - countries 
.. .s 

accounted for 49.6% of its total imports, and expqrts for 

53.5%. In 1982, 88% of Japant$ imports of energy and * 
natural resources was 'from developing countries. The fear 

of competition over not only oil but also other' vital energy 
I 

resources motivated Japan to extend its scope of cooperation 
I 

to energy-producing-countries. As a result of this new 

policy towards developing countrie;, the iist of recipients 

of Japan's ODA was diversified. 4 

- The Objective of Diyersification - 
A cpmparison of the breakdown of Japan's ODA by recipient 

countries before and after - the oil crisis clearly indicates 

that Japan began promptly to spend more on other regions 

beyond South and East Asia. Consequently, the share of 

assiggance k o  the ,Middle East tripled that to Africa 
6 

quadrupled tp 7%, and that to Latin America increased six- 

fold to 6%. 

2 Africa's share in the total ODA has been particularly 
increased, which is 11.3% today, to help the poverty of the 
region. The ODA to Latin America used to have a share of 9% 

- i n  the mid-1960s largely because of Japanese direct , r  

. '  investments and a large number of Japanese immig 
region, but it was reduced to only 1% in early 70 



A- , 

a, 

The specific strategy - represented by. such a drastic. 
Q 

change in the ODA,distribution pattern can be summarized as 
L 

t 

the following. 
L 

Japan must' grasp the significance to its:@wn' interests of ' 

2 

- the geographic regions of, as well as the shipping safety - 
/ 

in, the ,Pacific Basin, the Gulf and countries bordering 07- 

adjacent to the st2ategic straits and canals, which include 
h 

the Strait of ~alacca, the Suez Canal, the Strait of Bormuz, 

the panama Canal, ,and the Cape *of Good Hope. Quite a few 
> 

countries of these areas are politically unstable. '1n 

Japan's view, the best ,assurance of its security can be 
I * 

\. 
achieved by building mutuaIly 'rewarding economic 

relationships with these countries, which is known as 

Comprehensive Security. To that end, Japan has given a 4 

' considerable amount of credit to ODA as the effective means 

to contribute to the stability of developing countries. 
* 3 

The surest insurance of free and safe passage throygh 
- these straits and canals lies in the peace and order of 
contiguous countries brought about by the smooth development 
of their econgmies and stabilization of their peoplest 
livelihood. 

It is, therefore, necessary for Japan to cultivate 
closer relationships with these countries and contribute to 
their economic development. 

_ announced by Prime Minister .. Tskeshita in London, 1988. This 

2' Such a concept still prevails as reflected- in the 
0 

International Cooperation Initiative, which was first 

concept is based on three non-military means: cooperation 

for world peace, enhanced ODA, and cultural exchanges. 
, J  

I 
3 Economic Security, op.cit., pp.182-184. 
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5 - - .  t . - The Objective %f Increased Disbursements - 
C ,  

I 1' 
, The increase in ',3appnt& ODA .disbursement is a response to 

external expectati&i.for%e .hdis;ribution of its economic 
4 ." 

4 ?- - wealth. A'desirable form of ~orth-south interdependence is, 
- 

as stated in "the Whitepapers of Economic Cooperation 

cornp-iled by - the qnistry <of 1dtepational ~ k a d e  and 

~ndustry, thatSricher countries redistribute their wealth to 
\ 

poorer Couiitries, and at the same. time'help those that are 
- 

suffering from hunger and poverty. ~ a ~ a n  was, too, an ODA 

re&ient country until 1954. The Tomei Expressway, which 
\ 

. - - 

connects Tokyo and Nagoya, .could hot ,habe been completed 
4 > 

without the assistance of the worid ~ank: - - 
\ 

Originating as an obligatory part of <he' wai- reparation 

agreement to Burma, Japan's O W  has been distributed mainly . 
- .  - 

in the form of yen loans, bilateral grant 'a id ,  and donations 
'2 

to international organizations such as the. IMF, -the World 1 

Bank and the ~ s i a n  Development ~ank. C -  .L 

P -. -- - 
Traditional donor nations .of significant amounts of 

foreign assistance such' as France, Great ~ritain and the 

United states appeared to be afflicted with aid fatisue - 
. . 

during the recession years in early 1980s. Subsequently, - ,  

' the. expectation for Japan . 'increased ODA grew stranger 

among the advanced nations as well as developing co~ntries.~ 

Japan has since made considerable progress in increasing its 

4 The Development Assistance committee of OECD recommends 
the ODA/GNP ratio be raised to 0 . 7 % ,  bbt. Japan's figure has 
been in the vicinity of 0.33% for the last seven years. 

- 



disbursements for* ~ D A .  According 'to the Blue Book of the 
- 

Ja~anese Foreiqn Affairs: - - 
=% , 

t Japan is working on its Fourth Mid-Term Target to 'raise 
its total ODA disbursements to more than $50 billion for the 
first five years starting from 1988. Japan is moving on to ' , 

make an even greater international contribution so as to -7 

respond positively to the expectations of both the North and 
- south. 

I 

Th&' quotation above gives an impressibn that , Japan increased 
/ . r its O ~ A  disbursements more in expectation iof pleasing, other 

aflvanced nations than sincerely basting to help developing 

couhtries. Similarly, cynics and journalists who want 

sensationalism often say that Japan considers dPba as the "membership feetf to the club of advanced nations. Despite -. 
Japan's full 'eligibility to the membership of the OECD, they 

say that ~ u r o ~ e a n  governments are "crusty and ~ n o r t y , ~ ~  and 

so Japan either turns its gaze to the Third World and uses 

ODA as - a ltch&k-book diplomacytt to make f;iehds, or 

increases ODA disbursements in order to please other 

advanced  nation^.^ L 

, U.S. Foreisn Assistance Policy 

U.S. foreign assistance takes two forms: provision of 
6 

military personnel and equipment, and economic assistance. 

In contrast to Japanese policy, the American perception of 

interdependence has not affected the fundamentals of U.S. 
. I  

foreign assistance policy, which are the achievement of 1. 

self-support, 2. workable economy, and 3. demqcratic social < -v 
5 White Papers of Ja~an 1987-88, p.23. ' 

6 The Economist June 17, 1989, p.25. 



1 $ 

and economic reforms. ~orei$n assistance policy has been 

I consistently a part of the U.{S. foreign po icy to "win the 
I 

i 
heart of developing cduntrieq for capitalifsm and democracy 

. 

I 

in contrast to the Rusgian embhasis on governmental planning 
1 

and one-party control. lt7 , 
I I 

1 In the early postwai period, the emphAsis of the foreign 

assistance policy was gi!yen to the reconstruc;tion of Western 
\ 

Europe. The Marshall replaced the United Nations 

relief and rehabilitatiod aid in 1947, as the United States 

found out that the latter leaked out to Eastern Europe. The 
\ 

\ 

emphasis on the reconstruction of Western Eurepe attributes 
! 

to Vree factors: ' 

1. European economies had been highly integrated and 
. a 

advanced. They dominated half of the world trade before the 
- 

war; 

2. For t h i ~  reason, Europe was where the U.S. assistance 

could be most immediately effective. The recovery would 

soon be reflected 

were procured from 

strategic-security 

in other areas, as supplies for Europe , 

non-European countries; and 

of Western Europe was important in 

The Soviet Union 

of credits extended 

President Eisenhower 
e, 

terms. 

began pushing its own interest by means 

to other countries in the 1950s. U.S. 
. 

stated: 
b 

7 Elliott R. Morss, Victoria A. Morss, . U. S. Foreiqn Aid- 
an Assessment of New and ~radiiional ~evelopment Strateqies 
(Colorado: Westview Press, 1982), p.19. 



8 State of the Union, January 5, 1956, ~ r e s l b t ' s  Public 
Speeches 1956, p. 5. % 

9 President Kennedy's broadcast remark on trade-an& foreign 
aid, September 23, -1962, President's mblic Speeches 1962, 
p.713. I 

"3 

Communist tactics against free nati-ons have shifted in , 
emphasis. from reliance on violence and the threat of 
violence to reJiance on+division, ent-icement, and duplicity. 
We must act in firm assuran e that the fruits of freedom are 
more attractive and desirab g eathan the record of Communism. 8 - 
The U.S. military assistance was allocated to countries 

which were on the rim of the Communist world and vulnerable 

due to widespread social discontent. At the same 

time, many experts began to argue .that .the United States 
D - 

should place greater ekphasis' on enhancing political 

awareness and social reforms in newly independent developing 

countries. In all these countries, millions of..people lived 
n m 

without 'adequate food, housing and education, and the 

Communists moved among them and said "come with us.lg9 0 

In 1961, President Kennedy announced an5anti-Communist , 

foreign assistance program called the Alliance for Progress, 

which was particularly designed to %upport social and 

economic refoms in Latin America, such as education -and .i 

training opportunity, banking and housing. The Foreign Aid 

Act of 1962 similarly permitted the United States to speak 

with a stronger and more .effective voice to developing 

countries through military and economic assistance. 

The pressure for increased political participation 

"reached its zenithw in Title IX of the Foreign Aid Act of 

1966. It called for an emphasis to be placed on: 

... assuring maximum participation in the task of, 
economic development on the part of people of developing 

/ 



- 1  

countries through the encoudagement 
and local institutions. lo , 

of demoeratic private 

During che late 1960s and 1970s,* the emphasis was given 
I 

to helping the poor over strategic and6political 
\ 

consi~~;ations, though the two were often intertwined. 
6 

. Under the Foreign Aid Act of 1973, for instance, the highest 

priority was given to direct improvement of the 1 
0 

poorest of the people of developing countries 

capacity to participate \in the development 

countries. 
*( / 

!" b , 
$5" 5 

. 'In the labe 1970s, t'he $ope for detente was 
'*.Q 

ives of the 

and their 
# 

of their 

dimmer and 

the two superpowers appeqed as though they were competing 
i %I 3 

in an aid fiqht. ~2 19802President Cyter stated that 
4 + 

0. "E P \ 
Itmeeting the competition with the Soviet Union in various 

d* . .places in the, world is not an-e sy challenge without using 

the tremendous militaj arsenal that is available* to him as .. 
Commander in Chief," and requested that the Congress app;ove 

the foreign aid budget. l1 \ 

% 

The importance of military assistance and democratic 

reforms js stil.1 a basic pillar of tod yls. U.S. foreiqn 
a R i 

'I 

assistance pdliqy. As pointed out in Chapter 2, the Urfited 

States considers military assistance < a s  a wherewithal 

without which the best bevelopmeqt program and wisest % 

diplomacy cannot work: Economic assistance helps to reduce 
* 

poverty and economic .and social inequalities that foster 

-+ y- 
op.cit., p.21. J - 

White Hous2 briefing for members of 
President's Public Speeches 1980. 

- - - 

f 



. . @ 

violence and external interference. %us, military and 

economic assistance are complementary, and not sufficient 

when separated, 
- /  

In the a.~. foreign assistanc,e policy, democracy is a, 
I1problem solving mechanism. A q. S. official expl'ains the " 

importance of democracy as the following: i 

1. Democracy's consultative process offers the best means of 
translating the people's instinctive longing for peace into " 

a government policy: . 
, 2. Moderating power of effective democracy is the surest way . ' to prevent tensions from breaking .down into internal 

violence ; 
* " - - 

3 .  It is the best chaqce for stability that investors need 
to +Ian ahead, confjdent that the-+uture is less likely to 
hold arbitrary shift in government policy or sudden 
outbursts of civil strife; and . 

J 
4. As a matter of7 diplomacy, it is far easier for the U. S. - 

to deal with democratic nations than non-demo-cratic nations, 
and also to mobilize U . S .  public support for foreign policy 
action. l2 

It is noto surprising that- the comparison between t 

Japanese and the U.S. foreign assistance policies yields a 
- - 

conclusion similar to the comparison of thei-r concepts of \ 

interdependence. 

Japanese 0 A policy is based on three considerations: 1. 

P . . in the, context of North-South interdepen ence, to ' - . 
- -- -- -- - - - 

b 

12 Assistant Secretary of State for Inter-American Affairs, 
Langhorn A. Motley, address before Council of the Americas, 
~eceanber 8, 1983, Departmefit of State Bulletin February 
1984, p.44. 



* 
1 

redistribute its wealth, and to help developing-countries 
- - 

achieve self-sustaining economies; 2 
- 

- r -- 
- 

2. as an economic development model, to respond to learn- 
t 

I 

. from-Japan kind of request for technical assistance; and 

B 3 .  as a trading nation which bases its livelihood on trade 
- 

- 
- 

in order to achieve any sort of economic growth, to reduce 
- 

- 

its vulnerability and secure a steady expansion of the - 
Japanese economy. 

The U.S. policy is, like Japan, directed to helping 

developing countries achieve self-sustaining economies and 

hopes to receive economic benefits from them. Such economic 
- 

development, the United Stat~s believes, can be achieved 
D ' 

through the promotion of democratic and.socia1 reforms. 

Thus, the United States considers it necessary to give 
8 

s ' advice to devel ppL9%countries in terms of their domestic - 

policies. FoL instance, the Central - American Democracy, 

Peace and ~ b e l o ~ i e n t  Initiative Act ' of $984 authorizes the 

United States to provide funding for such domestic matters 

as the administration of justice,. which is the best way to 

safeguard individual liberty' in the region. The ~aribbean - 
Basin ~nitiative of 1984 provides additional evidence of the 

consistency of the U.S. determination to support democratic 



, 

The most ' sa()lient fea-tures b i  recent ttade relations 
include a tende to view one s :tradiw partner4 s economic 

%ial practices as wproblems,t' apd a system and come 
tendency for friction to arise not only over uoods but also 

-- 
over services. 13 

i 

- To describe the ongoing problem between Japan and the 

United States in short, the United States 'views Japan's 

ecohomic system and commercial practices as problems. In 

this regard, the U.S.-Japanese Structural Impediment 

Initiative Talks , which were initiated in 1989 ,- are 

significant in that both parties began to discuss domestic 

stractural matters in detail. . . . 

n .  6 - 4 

Traditionally, trade talks betweer, Japan and the United 

States were, 

Secretary of 

logi cal 

1. The U.S. 
raise it with 

in the word of J ~olbrook, U. S. Assistant 

date for Eastern ~ s i a  and Pacific Affairs, 

repetitionn of the fdllowing: 
/ 
, 

would identify a specific trade problem and 
Japan. 

2. Japan would respond that it was not much of a problem, or 
there was little that could be done but they would try. 

3. Time passed. Nothing happened. 

4. Urged and egged by the Hills, the,U.S. would escalate it 
to the very brink of a pblitbcal breach. 

5 .  An agreement was finally siruck, which the U.S. viewed as 
inadequate, and Japan viewed as the result of totally 
unjustified public bullying that has taken place without due 

14 regard for its concerns '-and problems. 

13 White papek of MITI, White Papers of Japan 1984-1985, 
p. 91.. 
14 Before the Japan Society, New York, November 21, 1980, 
Basic Documents 1977-1980, p.1040. % 



acroeconomie terms, Japan has s:rtccessfulFy managed 

to hgst its,domestic ctemand, and has reduced its overall * 
trade sukplus remarkably from $96 billion in 1987 to .$34 

--+illion in A98 It is, lowever, still relatively large, 

and ther& is a prediction that its surplus with the United 
@= 

Statest is likely tQ increase agafn. Nonetheless, that . is . , 
I A - 

not the real 'issue anymore, at least for thevmoment. The 
b 

United States has ppt off an'immediate solution to its trade 

deficit with  an. Its urgent task is to put an end to the 

pathological repetition df negotiations, and have Japan 

really oDen its market in the way defined by the United 

States*. The United States threatened tg app3y the Super - q 

Article 301, the most protectioni;t measure of its Omnibus 
I 

Trade law of -1988, is the negotiations fail'ed to reach a 

substantial settlement. 

could be applied only 

companies of -a country, 

retaliation- against the 

Representative finds the 

Unlike .its- 1974 version, which 

against particular' products or . 

the Super Airticle 301 permits a 

entire country, if the 

country guilty of being unfair to 

the United States. In other words, if Japan continues'to 

export as much as it has and yet not increase its imports 

from the United States, and if thcre is a good reason for 
- 

the U.S. to label Japan unfair, the United States can 

legally retaliate against Japan entirely. 

The following is a close study of the specific details 
$ 

that the two parties at the SII Talks pointed out about each 

other's domestic industrial structures. The United States 



has taken ,,.the lead throughout the conference s p  far, ta 

which Japan woul'd either explain or refute, and more-often 
P 

-% 

than not, their points of view did not converge. 

Paints the U.S. made about the Japanese structure 
, 

8 

The United States summarized its points in six . 

interlocking categories: price mechanism, distribution 

system, investment and savings, land policy, ~eiretsu? and 

exclusive ' business practices. We shall *examine each catego 

in order of the American argument, the Japanese response 

'exipnation, followed by a general dis~ussion $0 suppleme t f i  
the arguments. 

A 

(1) Price mechanism 
. . 

i* 

A survey conducted by the U,S. government indicates that 

consumer price in Japan is by and large, higher than that in 

the United States. The, United States reported 52 specific 

Japaqese products' as an example of products that are priced 

higher in Japan than in the United States. It emphasized 

that it spoke for the Japanese consumer, who did not share 

the benefit of the appreciated m. The ~ a ~ a n e s e  industrial 

structure is designed to protect,the producer, neglecting 

the interest of the Japanese consumer, and therefore the 

price cannot be determined with priority to the consumer. 

Subsequently, the high consumer price in Japan forces 
0 

foreign companies to price their products highek. 



A survey conducted by the ~a~anese' gpvernment, on the - . 

other hand, indicated that there was little' difference t 
1 

between at home and abroad in the price of products made in 
. ' 

Japan. As for highly priced products, Japan explained Were I 
- 1 

I 

were rational reasons that the United States simply failed - 1 
I 
I 

" to understand. Japan promised to look into the cause of the 

high price of imported products. I 

It should be pointed out first that Japan's prosperity i 

owes much to the people's tolerance for the discr-epancy 

between price at home andhabroad. - - 

According to an OECD survey, the consum@r price in 
X 

Japan as of June 1989 is about 40% higher than that in the 

U.S. Another suryey shows that the average living cost in 

Neu York is 72, an%. in Hamburg is 68, compared to, 100 in . 

~ok'yo. Energy, hydro and housing costs ake pdrticirlarly 

high in Japan. , The p?-ice of rice is usually three to five 

times more expensive in Japan than the world-market price. l5 
I 

(2) Distribution System 

There are so many administrative regulations, which make 

the Japanese distribution system process two to three times' 
& 

longer than the American counterpart, that the market 
. . 

mechanism does not function properly. l6 The United States 
, 

15 Yasuyuki Tonoike, 1990: ~ekai no Uqoki; Nihon no Sentaku 
(Tokyo: Paru Shuppan, 1989), p.91. 
16 One out of five working population in Japan is 'engaged 
in distribution, compared-to one out of ten in the U.S. 



specifically named Large 

have abolished, and the 

. as -excessively strict 

. - 
f *  

Retail Store Law, which it wants to . 

Truck and Aero Transportation Law 

regulations. It pointed out the 

inadequacy of the facilities and infrastructure of •‹air 

transportation, harbors, and highway networks in Japan, and - 
proposed the early completion o'f new airports that are u@er 

plan. ~usiaess' practices such as consignment sales were 

also named as, impediments to an efficient distribution and 

the participation of foreign business. The United States 

proposed as a solution that Anti Trust ~ a w  be strengthened 

against companies that are unfair -to foreign participants. 

In regard to these claims, the Japanese government 

explained 'that it was considering a policy called 

Distribution Vision 1990, which includes revision of some 

relevant regulations, and setting of guidelines for a more 

strict implementation of Anti Trust Law. Nevertheless, '-it 

argued that the- Japanese distribution system was generally 

as,efficient as its American and European counterparts. i 

To- be more +-sbecific about the ~a~anese' distribution "\ 

system, these are eightien admini~trative regulations 
d 

including permission, authorization, license, approval, 

designation, acknowledge~ent, confirmation, verification, 
0 

certification, registration, and notifi~ation. Each one of 
- 

them concerns a vested interest of .. .different . industry and 

Chikara Higashi, G. Peter Lauter, The ~nternationaliidtion - 
of the Japanese Economy op.cit, p.39 



- its link with the ministry that has the authority. For 
1 

example', Large Retail Store $aw, the very law in questiori, 
._ 

entrusts ' MITI, the Ministry of 1nternati;nal ++Trade -and . \ 

Industry, thebthority to oversee the activitiis of big 

enterprises in order to protect small- and medium-sized 

I enterprises, or, as the 'United States calls them, mom-and- 

pop retaiSrl stores. Under. Article 10, MITI can advise a big 

enterprise to cease. its business activity concerned, if it 

recognizes a potential that such an activity may affect 

negatively the maintenance and promotion of small- and 

medium-sized enterprises located nearby.17 (See.Graph I1 in 

the Appendices for a comparison of the disttibution 
% 

structures .of major advanced industrial nations.) 

(3) Investment and Savings f 

P 

The United 'States p'ointed out that an increasing amount 

of Japanese capital was,flowing into money and stock markets 

overseas through banks, 

Japan Money. The United 

capital 
a 

for the 

and, for this purpose, 

insurance and security companies as 
@ 

States demanded that Japan make use 

improvement of its infrastructure, 

raise its expenditure for public 

17 The law stipulates that a large retail store is 500m2, 
and 1, 500m2 in districts with government ordinance. After 
the third conference held in March 1990, ~apan expressed to 
the U.S. iks intention eo consider revision or abolition of 
the law. Nevertheless, the organization of small- and 
Middle-sized Enterprises in Japan. is determinedz;to protest 
against any mitigation of the law. An LDP member cominented 
at a press interview in Japan that the abolition ofithe iaw 
would destro,y the whole cqmunity of small- and middle-sized 
enterprises. 

124 
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works up to 10% of its GNP in three to five year-s, such as 

parks, highways and sewage.18 It was suggested that the 

Japanese government turn to the social security fund for a 
na 

works spending, Japan denied the criticism saying that its 
t ~ 9 '. 

expenditure for public works was higher than other advanced , 

nations. Lastly, it explained that the social security fund 

was not applicable for other purposes, because it was a 

-provision~for the future. 
- 

* Table VI. The Savings Trend in the U.S. aqd Japan 

1. Gross Savings/GNP: lr 

8 .  . financial source. As to private spending, 24-h~ur .operation 
i -- -. 

of cash dispenser machines was recommended to facilitate 

cashing. % 

In-response to the American suggestion, Japan pointed out 

that Japan!s savings rate was actually declining at a skeady 

/ pace, as the younger generation-had a proclivity to s r""v 
more than older generations. It instead suggested that it 

was the United States that really had to correct its 

investment/savings balance (see Table VI. ) As to pubiic 

1960s and 1970s 1987 
2 C 

U.S. 14.8% - 10.1% 14.8%. 
JAPAN 27.1% - 32.9% 28.2% 

Source : 
Samuel P. Huntington, "The U.S. - Decline or Renewal?" 
Foreisn Affairs (winter 1988-1989) , R. 85. 

18 In 1989, Japanese qovernment expenditure' is 38.8% of 
GNP, 18% of which is- for public works. In other words, 
public works-related expenditure currently accounts for 
6.78% of GNP. Isamu Miyazaki, Nihon Keizai Zusetsu (Tokyo: 
Iwanami Shinsho, >989), p.146. 



2. Household savings/ Household bisposable Income: + 

r d 
1975 1987 t 

TT 

9% 6.3% U.S. 
JAPAN 21% 18.3% - 

Source: ' . 
Bank of Japan, tfComparative International Stat?stics, It 
Japan:. An International Comwarisoq, y.86.  

@ a Many in the United States assume th t Japanese import of 

manufactured products will increase as result of smaller 

investment for production. In this i Y ,  the increased 
- 

domestic demands not met by increased d mestic production 

capability will lead to-more imports from he United States. i 
(4) Land Eblicy 

;B 

This is the very root of Japan's structural problems. 
0 

The high cost of land and housing needs an urgent remedy, 

which requires an improved supply-demand balance.' As a way 

to increase the supply of land, the United States proposed a 

relaxat'ioa of Japan's City Planning Law, and a tax reform. 

The- proposals for theclatter were: 1. equivalent taxation 

upon farmland as residential land, 2. relqyation 'of land 

e transfer tax, 3. reinforcement of fixed property tax, and 

4. . abolition of tax exemption on farmland in urban areas. 

For future implementation of efficient land supply, the 

procedures of decision-ma,king should be rationalized, and 

the authorify should be centralized in one agency. 

Japan had absolutely nothing to refute in regard to the 

criticism by the United States. It explained that the 



proposal for the Basic Land ~ a w  had been submitted to the 
6 

Diet, and the government had already set out to investigate 

matters concerning land yeforms-. 

- 

Just how high is the cost of land in Japan? In acreage 

terms,-Japan is 1/25 of the United States, but in price 

terms, one could buy 12 Americas by selling one Japan. Other 

data show that the .land assets ratio of GNP in the United 

States is 25%, while. that of Japan is 66.2%. Under these " 

circumstances, the existing industrial structure in Japan is 
a 

designed in such a way that the high cost of ladd provides 

smooth money supply. 

It will be definitely disastrous for not only Japan but 

the United States, if the land price is carelessly lowered. 

Japanese companies would start selling their land because of 

its diminished value as security, which would result in a 

slump in the stock market. They would then stact: selling the 
I 

land and stocks they possess in the United States. In 

consideration of the large amount of American stocks held by 

Japanese, that would possi ly cause serious economic chaos 
b 

B 
in the United States as well, 

'r B. 
q f  1 

(5) Keiretsu (Conglomerate) 

The United States pointed out that transactions and 

as well as personnel arrangements within 

19 Cornering is,a virtual Tiionopoly of certain goods or 
services, enabling the holder to control the price. - 



Keiretqu obstructed the participation of newcomers in the 

Japanese market. Keiretsu corporations should, theref-ore, 

regularly disclose the information concerning these matters. . 

Keiretsu also makes mergers anc? acquisitions in Japan 

difficult. Corporationst: procurement of products and 

services must be determined by, not the business 

relationships in the past, but by price, quality of 

products, and after-service. 

In response, Japan denied the criticism and provided 

evidence of increasing purchase and sale transactions 

between Keiretsu and non-Keiretsu companies. For instance, 

Nissan and Isuzu procure about 40% of their automobile parts 
I 

from non-affiliated companies. Japan also pointed out that 

there were conglomerates in the United States, too. In 

respect to stock cornering, Japan replied that there was not 

much that can be done, because the government was not 

'supposed to regulate the acquisition of stocks, i.e., who 

owns the stocks must remain free,. As to mergers and 

acquisitions in Japan, Japan regretted that not many 

American companies seemed interested in spite of a number of 

opportunities in Japan, and questioned if American 

corporations were really serious about M&As in Japan. 

In general, the Keiretsu system seems to be exaggerated 

abroad. A survey shows that inaide-~eiretau transactions 



are not predominant at all. The average percentage of 

inside-Keiretsu purchases is 11.5%, and sales 4 . 6 % . 2 0  , 

(6) Exclusive Business Practices 

The United States criticized, the 3apanese business 

community for having a host of commercial practices in Japan 

'that made it difficult for foreign dbmpanies apd even - 
Japanese newcomers to participate in the competition. Those 

specifically pointed out were Dango (group bgycott), ., 

- 

cornering, long-term supplier-customer relations, .licensing - 
a 

and patent systems, such 'as Liquor Sales Law and 

Pharmaceutical Law. The United States argued. that these 

were all violations of the rules of free competition. " 

Japan's Ministry of Construction and Fair Trade Commission 
P 

was investigating impediments allegedly, .caused by Dango. 

f Japan, however, went on a defense by pointing out that t ust 
L 

developed through long-term supplier-customer relationshipsr 

was an important contributor to corporate competitiveness. 

Japan also explained that licensing and patent systems were 

very important for the government in order to fulfill its 

responsibility to guarantee safety and quality to protect 

the Japanese consumer. 

20 The Internationalization of the Japanese Economy, 
op.cit., p.40. 



d 
(7) Other points -- 

Other criticism by the United States included the long 

? 
working hours and inconvenient access to resort areas, whlch 

% 

the United States presumed discourage leiwtre- developments. 

To some extent, such crdticism is understandable. In 1987, - < 

the average-wbrking hours per year were 2111 hours in Japan 
I ------- 

against 1924 hours in the u . s . ~ ~  It must _ --- be--r;eIttems-' er< 
I 

I - 
/- however, that a majority of Japanese are forced to a wsrk -- 

- 
' I -- 

.rather than workaholic in order to make enxmeet. This 
r x  rg 

problem& therefore, is intertwined with the of ;he 

high' cost of living in Japan. 

r 

The ~apanese claims 
? 

* - 
4 s 

Japan was prepared to point out some of the problems in 
L 

the American structure. - - - -- - _ __ 

First, as noted e a r & i e ~ , - a  -$bgt the United 

rk to correct its insufficient savings andb 
P 

excessive consumption. +condly, drawbac of the American 
- - - -- 

corporate activities were pointed ou In the Japanec 2 

opini&, the high ifitesese gate 15ithe United States makes 
-- - *---- - - - _ _  - -- -- 

. corpora%@ f i n q c i a l  sourczng cootlg, causing insufficient ' \ 
4 

c d 
- 

-- 

*investment for prbduction facilities and equipment. 
, - 

~nsufficiek investment in production is also attributed to 

1. the short-term-profit-oriented business management in the 
i -- - 



stockholders, and 2. increasing number of hostile M&As, 
* 

which pressure corporatel finance.. Thirdly, Japan claimed 
3 

/ - 

that the U.S. government was too strict on its export 

control. Particularly, the abuse of Anti Trust Law , and 

COCOM requlatims obstructs healthy corporate competition. 
- - - 

-- - 

For example, Japan proposed that it was- necessary fir ihe 

-L " 1 - 
overnment to provide continuous assistance and guidance for 

the promotion of joint research and development, and to 
\ 

relax its excessively .Strict 'implementation of Anti Trust 
1 

Law. 22 It was proposed in this connection, that the United 

0 States Bhould consider the .full adoption >of the metric 

system in industrial and scientific fields. Fourthly, *3apan 

urged th@U.S.. government to work systematically to promate 

exports and eqcaurage American companies to make greater 

effort in marketing in Japan. I 

I 
Japanese experts such as experienced businessmen' and 

Eusiness , consultants share the same view with their' 
P P 

- government.   hey point out that the failure of American 
*. 

-businesses to succeed in the Japanese market is, in many 
b 

cases, not caused by the quality of their products but their 6 

ineffective marketing practices. They say that the absence * 

of marketing effort dates back to -the early .postwar period, 

when the United States domindted a'lmost hqlf of world GNP 
k 

and did not have to think hard aboQt how to export their 
4 

* 
22 Research and development expenditure/GNP: 

Japan ... 2.52% U.S. >..2.7% I - 
Government support including and excluding -dgf;nse: 
Japan . . .  0.58% (0.56%) U.S. . . .  1.27% (0.57%) Nihon , 

Keizai Zusetsu, op.cit., p.79. - 
L, 

i 



products. For example, few American automobiles exported to 
- a 

Japan are adapted to the Japanese traffic skstern, which is 
- 

the opposite of the American system: their driver's seats 

are still on the left side. Another example is that many 
Y * 
American companies d.0 not care to make leaflets in the i 

Japanese language. 23 - 

Traditionally committed to miqimum government interference 

, and maximbm liberty of private enterprises, the overall U. S. 
J 

export prom~tion~spending is less than any otheL major 

advanced industrial country. Today, however, American 

exporters, particularly small- and medium-sized ones that 

are always shert of funds, complain, "our government (is not 
- - 

un our team, and is not even coming close to doing what 

ta - .other governments do.1r24 The bottom line is the 'lack of 

.export financing. In Japan, which must boost its imports,* 
r 

MITI raised its budget for the promotion of imports from 
> 

$13.5 million in fiscil year to $54 million.' 'MITI, 
t b  - 

hopes to, put into a set of import-promoting measures 
1 

in the ,next five years. They include: 

1. tax credits for Japanese c~fhpanies that import: 

2. cutting 'tariffs on 1,004 industrial goods: 
V 

I 3. providing funds for import fairs in sma13 shopping 

areas; and 
- 

4 ,  setting -up an "import claim hot 'Pine" in the United 

, " States. 25 

23 Business Tokyo March 1990, pp.16 and 41.t 
\ 

24 "America! s Export S. 0. S. , ibid. , p. 29. ,--- 

25 &*MITI Wants to be four Friend, ibid., p. 44. 



1 

In 'the United States, on the other hand, where exports 

must be bo~sted, both officials and exporters are frustrated 

with the deficient funds for the promotion of exports to 

Japan. In the case of the Export-Import Bank for instance, 

its largekt program,. the . Foreign Credit Insurance 

Association, insures 2% ($4.4 billion) .of the total exports 

against non-papnent, compared to 
I 

In pursuit of budget savings, 
a 

meagre $600 million. from $ 5 .  

.  oreo over, agricultural-prqducts, 
of the total American exports, 

MITI Is 25% ($66.2 bilfion) . 
loans were cut down to a 

5 billion back in 1981. 

which -account for only 12,% 

command 59% of the total 

export-promotion budget. Similayly, the U.S. and Foreign 

\ 
Commercial Service (U.S.&FCS), the primary government agency 

assisting Arneri n businesses in entering .the Japanese 4 
market, is financially frustrated. The U. S. -related budget 

of its Japanese counterpart, the Japanese Export and Trade 
4 

Organization (JETRO), is estimated at $14 million for fiscal - 
year 1990 and it has seven offices th~oughout the ,United 

* States with 147 staff meknbers, half of which are Japanese. 

U.S.&FCS receives $4 million and has offices in Tokyo and . 
\ 

Osaka, with 47 staff, 37 of which are ' local staff. They 

, cannot travel to impoAanb regions, cannot conduct necessary 

;re-export research on * Japanese markets, and cannot rE$u-rn 
9 

long-distant phone cdlls all because of finaycial 
4 ' *P 

deficiencies. ThB U. S. government does not w e n  co-spon&or 
! 0 

JETRO1s trade seminars in the United d 

26 "America's Export S;O.S.," ibid., pp.30-31. 



f 
C .  . Finally, Japan suggested thdt "the U. S. government should 

promote the " iqprovement of 1. the education system 'at the - 
- 
elementary and high school level, particularly in science, 

4 d  

and mathematics, . corporate training and education for g'  

4 r 

employees about t ries to which their products- are 

exported. 2? 

Summary 
z - ?  - . I - 

In the beginning, the $ush administration was 6&s.- - 

expecting Japan to come up with a set of ,substantial 
- + 

- .  

polic,ies immediat ly. 1% was looking forward: to &zing an 3 - 7 .  
interim report comir;g in the spring of L99 , in which the S 
Japanese government would at least admit that the U.S. 

points about structural problems and impediments in the 
Q 

a Japanese mar)cet had some'validity. Now that the general 
6 

. election in-Japan is over, the atthwde of the united States , 

has become unrelenting and ' uncompromising. The Bush 
i 

/ 
administratiqn will be more pro-Congress, i.e., more 

I 

9 
impatient with Japan, and urge Japan to take a bold 

initiative; a s  the. fall election in the United States draws 

near. 

27 The U.S. first responded that the federal government 
cannot play an actkve role, because education policies are 
left to the discretion of individual states. Recently, 
however, the Bush administration announced national 
educational goal for the first time. The goals inclade: by 
the year 2000, American students will be No. 1 in the world 
in. math and, science, every adult will be literate, and 
every school will be safe. 
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The difference in the opinions is' most clear in their 

regulations in Japan which control the freedom of business' 
\ c 

activities. In sharp contrast, rapan points out that 'the \ 
4 

U.S.F-  economy is in need OF more systematic administrative 
I 

.- 
points of view about regulations. The United States ?, 

suggests the deregulation and relaxation- of strict 
0 

guidance- and control, and frequent-.,communication between $he 

govervment and the private sector. Their ,suggestions ' 
? 

concerning Anti   rust Law is an interesting exahple. The 

U . S .  - government places its weight above all on- the freedom 
s - 

of competition, and demands revision of Japanese, Anti, Trust 
h 

3 

, Law FO reinforcethe authority of the F a i ~  Trade cornhission. 
- 

' 1  
=- . 

to pun,ish .both companies and individuals who -conducted 4 

unfair business practices. Japan places as much weight on 
,.I 

z &$$ \ 

th& broad national interest ' as ,on the freedom of 

~nt,&~rjses. . . pThe ~apanese government has long legitimized 
- " &',. - ' 

trade&arrierse and restrictions which + berrnitted Ampetition 

only among - domestic corporations and excluded foreign 
1 F ..- 
competition. - 

If the traditional Japanese economic system is really the 
>' I 

- L  , 
cause of impeding foreiqfi campeti ion in 3apan, it will ta,ke 

a cpmprehensive and revolutionary structural reform: .The 
I 

firm tie betwken government and business and the long- - 
standing, .institutionalized business tiks and practices wi'll 

have to be joosened, and that will affect a number of vested 
n 

interests. That is, however, just what the United ,States 7 

wants to see happen, because it believes that breaking these 



(1 I 
institutions in Japan is the only way. left/ to open the 

f 

, Japanese market. 

111. Revisionism 
8 * 

Scholars, economists, and journalists dho study United 
i) .. 

States-Japanese relat-ions, in the 198.04- have written 
1 

extensively about the c~ntrast between Amerfcan and ~apanese 
I 

values and the consequent relationship to bbsiness practices 

in both countries. While many of them apaear to do so for 

the purpose of deepening mutual understaflding between the 

two ,peoples, there ,is a small group of deople L o  discuss 
, 

-these differences in order to urge Americqns to revise their 

approach towards Japan. They are called evisionists. 
, 

Revisionists arguq that Americans take a much 

sterner seance against Japanese, such as1 that taken against 

the Soviets, because the Japanese economy and society work 

in quite a different way from the rest of the world's , 

advanced democratic nations. This argument has provided a 

c concenient excuse for those who prefer blaming Japan for 

thei; f&we to succeed in Japdn, or who think they lost 
- * *  

id  
- their jobs bec&ri&k of. the Japanese. 

, 1 .. 
Backsround \ 

In order to facilitate our understanding of the 
fk \ 

revisionist argument, we need to take a look at some of the 



. 
1 .- i 

most often discusssd institutional differences 
C .  

, and the United States. We must be aware that 
I * 

\ ' 

- 
I 

. - 
between' JaQan 

the, following 
\ 

. argument is a mere generalization and that not all Japanese 

and American ~or~orations'fit in ihis generalization. 

- Company-employee relationship - 
Many Japanese corporations consider a cooperative 

/ f 
company-employee relatianship one of the most impor,tant 

factors' for maximizing efficiency and product'ivity. Such a 

relationship can develop through job security. The ~a$anese 
/'- 

traditionally considered it despicable to change one's jqb,  

and companies have taken it for granted th 

responsibility for taking care of n& only 

but also their , families. Wearing the same uniform a 

s .  a 

regardless of rank encourages the emplo;ees to feel that 

each of them is what Japanese call It$ part of the 
I 

cogwheelstt which .drive their companieq. Secured. and 
, 

motivated by trust and life-ti e employmen&, employees are 
1 \ I .  I 

:less likely to go on strikes. (shy? ~ a b l d  VII), and more 
\ 

L -  
likely to make innovation to keep their .c&+anies strong and 

i + 
c~mp~titive . .@ 

I 

* - 
American management of 'manpower is I generally - more 

"?4: I 

conflictual. Many h$ve a? impression that ~mericah 
7, T 

companies treat their employees like a tool to make 

profit. 28 Generally 

.primary goal, American 

" 28 Chuokoron January, 
0 

9 

seeking to make profits as . th-eir 
'L - 

companies more easily lay off', their _ 



employees when the business 'does not yield a;. dequate profit, 
1 

while top executives usually have "golden parachrites: 'I,?~ 

The range and diversity of employer-qmployee relationship in 

the United States and the role of unions m s t  also be 'taken x 
C 

into account. 

- b ,- 

P ,Table 9 Days Lost in Labor D5spute (1 81-1987) 

(1,000 man-days) 
;r 

U.S. 
d 

JAPAN 

1981'. 16,908 54 3 
1982 9,061 535 
1983 17,461 - 504 
I984 i 8,499.. 354 

r. 

1985 7,079' ' 257 
1986 12,140 252 
1987 

"LJf' 
4,481 256 0 1  

, 
* 

Note: r 

1.) Labor disputes, as a rule, involve protest action. 
2.) The Japanese figures include days of dispute involving 
protest action and factory closure. 
Source : 
.Bank of Japan, "comparative International Statistics, 1988," 
Japan: An International Com~arison, p.71. 

3- There was a'time, about ten years ago, when many American 

managers tried to learn from Japanese management, and began 
e 

to rethi'nk their company-employee relationships. According 
I 

to a recently published study of the Massachusetts Institute 
P 

of Technology. ~ a d e  in America, Ameraan cpmpanies that? have 
s - t 
successfully recovered their competitiveness, for instance 

For&, had don; one thing i b  common$ their riew strategy 

focused on' the teamwork of employees, which is quite similar 

I 
I 

29 n/ternationa&zatian of ~apanese Economy op.cit., p.48. 



L t 

o Japanese traditional management. 3d ' Yet, some of the 
," 
methods did not work in the United States. They stem from 

V 

the ( basic differences in life styles, and some are 

int6lerable to Americans who work with Japanese. ForB 
1. Y 

example, many American employees cannot umderstand a concept L 

of leisure as- a part of business, which older ~ahanese 

businessmen are. prone to have, and the japaneke tolerance 
- 

1 0 

towards overt'ime working and night shifts.31 -3 

r 
A survey of American businessmen of Japanese-affili? ed 

1 
b AL 

2 .  
U. S . manufacturing firms, which was conducted by JETRO, 

demonstyate an intriguing' contrast-f opinions between 

American and ~apanese mana and employees. Japanese 

J 
managers say that American yees are etoo eager to take 

days off, have less loyalty to their companies and resist 

changes to improve pr~duction, and yet they still want to be 

coddled and praised. American employees, the other hand, 

- 2  complain that their Japanese managers h reluctant to 
/r 

praise them even when praise is due and criticize them too - 
often. The Japanese complain that many of their 

counterparts lack just-in-time approach to work, and say 
\ 

that it is another disadvantage of America. lUAmerican 

suppliers won't keep a strict schedule, or if they do, up 

goes their price." Interestingly, the Americans claim - in 

30 Chuokoron op'.cit., pp.82-83. 
31 Top executives in American corporations ar-ioks. 
They work hard day and night, and even take their work home. 



rp contrd-at their Japanese managers treat them like 

t-in-time parts, &ve little feeling for peop;e. 32 

- "Ten Minutes vs. Ten Years" and Market Mechanism - -. 
The well-known ,chairperson of Sony worries that 'if 

r 
American busi s continues to pee only ten minutes ahead, 

the American economy will defi&tely slump. 3 3  ~ a ~ a n b s e  > 

companie's reinvest in the research and development of their 

products in anticipation of profits in years ahead, even if 
* - '  

it means a loss of profits in the immediate future. Keiretsu , 

may reduce the possib,ility of takeover and make it easier 

for companies to pursue a long-term strategy without 
, 

worrying about it. Trust between company and employees based 

_ on life-time employment may be another important 

contributor. 

Differently, American companies tend to pursue'short-term 

profit in order to pay high dividends to their stock 

holders. Some Japanese observers even maintain that 

Americans forgot that money firstly qacilitates .the speedy 

exchange of tangible,produced goods and intangible services. 
- - 

b 
As the American econdmy is primarily consumer-oriented, tse , 

United States prefers to buy from other- countri~s, if their . 
@ 

e 
products have comparative, advantage in quality znd price @ 

s3 

over domestically produced goods. For example, televis4ion 
- 

markets, which used to be dominated 
0 %Q 

.24 and 26. 
Shintaro Ishihara, "No)' to Ieru Nihon 

. . . e 



American companies, were significantly penetrated by those 
k 

manufactured by Japanese companies. In the American view, 

that was 

, . 
Since 

products 

how the liberal market mechanism is supposed to 

h. 

the late 1970s, .how.everl, many American manufactGred 
0 

have lost their cornpa-rati've advantage to such a 

degree- that related jobs were threatened in the United 
- ' , I  

States. The U.S. Congress was quLck to relatz to trade 
B 1 

problems associated with unemployment, because it was 
0 

'4 
politically appealing to talk ,in-.favor of protectionist 

measures to limit imports from Japan. 3 4  Nevertheless, the 
- 

reputation of &e quality of -~a~anese manufactured products ' 

t 

has been established, 'and many American consumers choose 
, * 

Japanese products over Am'erican, in spite 05 the now higher 

prices. 

Revisionist Arqument 

Although officials in both Japan .and the United states' 
'# 

Y 

seem to pay little attention to it, revisionism has giv&n a 
-, 

plausible alternative to the impatient American public who 
\ 

-, - - 

. believe that its government should be more agg?essive in 
s' 

dealing with the Japanese government. 3 5  One revisi0nis.t 

P 34 Internationalization of Japanese Economy op.cit., p.52. 
The U.S. department' of Commerce estimated in 1984 that $1 * *  billion loss of export reduced employment by approximately 
21,000 jobs. 
35 To name some active revisionists, James Fallows, the 
Washington editor in chief of the Atlantic Monthlv, Karel G. 
van Wolferen, a correspondent in the Far East for a Dutch 
paper Handelsblad, Chalmers Johnson, a professor at the 



even argues that the U.S. government must "decide quickly on 

a measure constituting a Japan policy that must necessarily 

contain ingredients that diverge widely from accepted 
4 i 

.diplomatic practices between countries at lt3' 

- L- 

3Revisionists enumerate many cuatural and institutional 

differences between Japan and the rest of the Western 
\ 

capitalist advanced nations for the purpose of proving the 

incompatibility of Japan with the latter. Revisionists - 

4 
characteristically claim that the Japanese socioeconomic 

- 

system is a troublesome system that "belcngs to neither 

Western capitalism nor the Soviet type of Communist economic 

systemftt which ~halmers Johnson labels as Capitalist 

Development State.37 For. instance, Fallows contends -that 

the cooperative company-employee relationship in Japan 

discussed earlier put the function of international market - 

compe.tition out of order. Because of the relatively 

compromising stance of employees in japan, the wage' increase- 

can often turn out to be lower than the productivity 

increase, which enables the price of Japanese products to 
I 

remain cheaper than foreign products. As a result the U. S. 
* 

government was forced to take protective measures for its 

industries. 3 8  

University of California, San Diego, and Clyde Prestowitz 
Jr., a former official of the U.S. Department of Commerce. 
36 Karel G. van Wolferen, "Japan Problem," Foreiqn Affairs . . Vo1.65, No.5, (Spring 1 9 8 7 ) ,  p.301. . 
37 - Ibid., p.288. 

- .  38 ~unqeish.ukju ~ h n u a ; ~  1990, p. 150. 



A pro-revisionist member of United Automobile workers ,, 

(UAW) says that American autamobile an4 autoparts workers 

are turning their anger towards the U.S. government and ' 
- 

their managers as well, because they are not well-protected 

like their Japanese counterparts. At Qhe same time, he 
s 

believes in a preconceived idea that the Japanese 

government, corporations and unions are ~ 1 1  united in their 

pursuit of one goal, a goal to protect the interest of the 

nation. He says, "it is unthinkable in the United States, 
% 

where the social value is based on individuali~rn~.~~~ 

Similarly, Wolferen 'argues: 

The essence of the problem is not that Japan exports much 
more than it imports, but its exports systematically 
undermine Western industries. Peter Drucker calls this 
adversarial trade as distinct from competitive trade whereby 
a country also imports manufactured products of the same 
kind as it exports.40 

- 

He defends.the United States by saying that it is hardly to 

blame, because Japan has deceived other nations by 

presenting itself as simply another member . . of the- community 

of democratic nations .committed to the free market. He 

also maintains that a small number of selected foreign 

companies are paid to serve as fresh examples of Japan1+ 

openness. 

The Japanese government and corporations hire the best 
lawyers and former administration officials to defend their 
position in Washington, and provide iunding for academic 
research on Japan by American scholars; whose bread and 
butter is defending Japan. 

39 Asahi Shinbun February 28, 1990. 
40 9tJapan Pioblem," op-cit., p.288. 



- --- \ I 

having part~c~1EiY5zed,~S@sn . and generalized everything as 
- . 

the "Japanese System, " he argues €Eat: 

only acti&c-#&- 
. .canv-- +- - - singles out Japan will 

imbue the Japanese System with the sense that the situati~n 
has become intolerable for the United States. 4 2  ' 

~nothek &racteristic of revisionism concerns mutual 

understanding, Revisionists maintain that Americans who 

have Live& in Japan long enough to learn the language and a 

lot pf other things about Japan are the last kind of people 

who can be tr,usted in terms of making a Japan policy. 
I 
i 

Fallows calls such peopze as Mike Mansfield, who retire&--- 
@ 

after eleven years of ambassadorship ,to Japan, ItJ 
n 

Handlers." In his opinion, they tend to be;too sympathetic 
4 3  

to Japan, and therefore they are not .capabl$ of making a 
a 

rational and patriotic judgement on the U.S. Japan pplicy. 4 3  

b 
b / 

Summary 4 

From an objective point of view, revisionism is 1 a 

preconceived perceptions about Japan, qnd 2. exaggeration of 

Japan's uniqueness only to draw the American public's 
- 

attention. Its argument-is partly based on facts, but does 
-- ---- - 

not really yield a constructi-euncI~sion that may be 

41 Ibid., pp.293, 299 and 303. - 
42 Ibid., p . 3 0 2 .  a 
43 A critique by George Packard, Bunqeishunju January 
1990, p.96. 



' helpful to the solption of U.S.--Japan&e frictions. 

meantime, it must be added, many Japanese unknowingly 

- - -  

In the '. 
concur 

with revisionists. Firstly, Japanese themselves produced 
d d 

their image of uni?peness. Secondly, their reaction is one a 

of 'a persecution c o m ~ l e ~  without any intellectual and 

logical. refutation. 

In a world where cultural differences cause 'distraction 
$ '  

and, with little patience, hostiJity, revisionistic ideas 
d 

clan be harmfui to f;iendships bgtween nations that have been k 

cultivated over decades. The result of an Amerkcan poll 

showed that the American public feels more threatened by the * 
1 I 

Japanese economy than by -Soviet military power, and it is i- 

f eared thatq revisionism may have un ecessa<i ly provoked 'Y 
hostility in phe public of both the 

Such hostplity may eventually . 

friendly U.S.-Japanese 'relationship. The Economht 
4 

\ 

unh&Zitatingly warns that such ,'revisionistic ideas 

encouraging differential treatment .of Japan are "mistaken 
L 

premises that yield a misguided and damaging c o n t l ~ s i o n . ~ ~ ~  

Both the unite% States and Japan must see to it, therefore, - 

that revisionism remains a mere reference in a logical - a 0 I 

-4 discpssion, and does not? spread- in the puE&ic as 'an 
&. 

irresponsible logic that only aggravates the already 
-. 

existent emotional resentment towards each other. 4 

a 

-, 

44 The Economist Novembe~18, 1989, p.15. 
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IV. Conclusisns 

The three case'studies in this chapter give substance to 

the difference between Japanese, and American concepts of 

interdependence clarified in Chapter 3. 

The diversification and increased disbursement 

Official Development Assistance have . sewed 

japan's lifeblood, oil and other vital energy 

countries. It also 

from other advanced 

thereby reducing Japan's sense of dependence on 

-L 

expectation for the 

In this way, Japan 

to secure 

resources, 

developing 

helps Japan to fen4 off the criticism 

nations that Japan does not meet their 

redistribution of its economic wealth. - 

has sought a position - where it can ,be 

more immune to external constrahnts in return for economic +,:-- - . 

. -*- 
'I \ a~si~stance. For the United States, on the other hand, - '  

, - * . .  

foreign as~~i~tance is a part of its global strategy to - , .  
- 

bchieve its 6oal of universalizing democracy and capitalism, 
I ,  ', . 

* P which will ultimately be ip its inte~sts. The United states . - ' 
h 

. -  \ " *. 

is fully aware of the frailty of these democracies, and. for 9 

' this reason it encourages democratic reforms oi . ~ e i r  . 
.. 

societ'iks. ~h'us, such an interdepepdent relationship with , * 
4 .  

developing countries en*les the United States to expand the - .  
A 

a I 9 

i 

spi-kre of its political'bnd economic influence in return for 

the provision of military and economic assistance. & 
r The purpose. of studjing the case of the Structural 

J'.* . 
Impediments Initiative talks was to specify the penetrative 

aspec$! of the American concept of interdependence. In the \. . d 



American concept, what used to be absolutely an infringement - 
>. - 

of Japanese sovereignty is justified under the existing 
- 

circumstance of U.S.-Japanqse economic interdependence. 
. I _  0 * - 

Although the talks were a two-way negotiation in principle, 1 
iV - the United Statestapparent,ly took the .upper hdnd, and 

--- ' . '  
b i 

.vehemently picked at every detail of Japanese domestic , -- . 
d structure whidh the United States consldered incompatible 

with its ideal of free and fair competition. In the ~mericdn 

e concept of interdependence, the united States has the right 

to point out the problems that exist within the Japanese 
a. 

economy, and demand changes if they are proven to be 

detrimental to the interest of the United States. ~ a p a n  

attempted to be equally aggressive. , It was, however, 

obvipusly much too occupied with prepariog for responses :to 

the overwhelming 200-plus American prop.osals to do more than 

scratch the surface of American domestic structure. 
, * 

0 .  
a Moreaver, ha3f of the ~apanese' proposals, were for those 

* 
p&blems that the U.S. government had already yecognized as 

I 

* important issues. Rather, Japan took up the defensive, 

+& & because a nation's sovereignty is still inviolable, 
9 

Q Q according to the Japanese concept, ' even in a deeply 

interdependent relationship, and the government continues to 

hold the authority over its domestic affairs. 
\ 

- 
SII being an official 'approach, the argument of - 

revisionism is a personal approach to deal with Japan. A 
- jr, Y 

handful of people's personal perceptions about the Japanese 

market and society have. been widely presented as a better 
Z 



Japan policy and had a sensational appeal to the American 

publ-ic. It has provoked some emotional and irrational 
- ,  - - 

C 
reactions among the Japanese public as well. kev~si~nisrn 

9 ' -  
. t  

views Japan' as wanting ofher nationb' t.o accept it as it is. 

From the revisionist point of view',~however, Japan, is so 

different. that a harmful efgect could be caused uponhhe 
4% 

" international . . free trade system. by an 'unavoidable cong3ict - 

between the United States and Japan? Labelling Japan as 
% 

distinctively - differ'ent from the rest of the international . _ ._ b 

community is, therefore, the only way to prevent such an 

-,eEfect. 

in general- terms, it can be concluded that these three 

- c a s e s ~ a c c u r a t ~ d e m o n s t r a t e  the difference between - Japanese -' - - 
and American concepts of inprdependence: tbe Japanese seVlf- 

d 
+' 

pr(bte,ctive stance in an (attempt to ma+intain its autonomy, 
'CJ r. 

and the American confidence in the unf~ersality of American 

ideals and its power to urge changes others1, policies. 
.- 



b 

CHAPTER FIVE 
CO#CLUSION 

1 
I 

This thesis began with" a p,le question: Both 

Japan and the United States have ,no dou that they live in 
\ .- - . - 

a world of $nt,erdependence and both ibe' U . S .  -Japane$e, 
1 .  

I 
relatibns as inextricably, int-~rdependent . b o  they, howe;er, t 

'7 
- 

9 I share tbe same view on U.S.-Japanese interdependence? 3 

m 

We postulated that there is a fundamental difference- 

between the Japanese and ',American ' concepts of 
-3  - 

interdependence and that this difference is one of the major 
7, - 

causes of the heated U.S.-Japanese 'economic friction 0";; . 

ricR 
: th@ last decade. In order to proLe this postulate, we have 

examined the two concepes of interdependence by analyzing 
I 

the public documents related to t postwar u'. S .  -~apanese 

relations, .and applied it to three selected cases involving 

bot the United State and Japan. 

- i' -- In Chapter 1, we concluded that interdependence has 
Q 

been, for Japan, (1) a term to obscure its -sense of 

dependence on the U ited States, (2) an opportunity -to - '  P 
demonstrate its impqrtance to the United States and other 

s, ( 3 )  an inevitable circumstance; whereby Japan had 

its high vulnerability in energy supplies, and (4) 

the international political-economic condition where 

different systems and values co-exist and co-prosper. 

Japan, however, has always strived for a decision making 

free of foreign government interference. 



4 ' _  - - 
" Faced with a relative decline in its power, the United 

' States viewed interdependence as an opportunity. to dissuade 

its allies from becoming too independent fram its influenee. 
, -, 

In order to retain its p0we.k position, linkage strategy was 

particularly effective for the United States,when Western , 

C 

J -2 . - - 3- - -e-+ Europe and Japan were constantlg reminded oi t e potential a 

1 P -  - * .- 
~ovi;t military*tfkedt; from which the United Stakes wp+.&e *:* _ .  " ' I I 

. - 
-5 '1 -- - . A - -  

key actor that could provide the-'-perceived ne6essary . * 
9 - < ,  . . . , . protiction. Thus, bfte-r .the bteakdown of the l1QW-tkac%; 

- 
2 

system, in which finance and military issues were. handle& 
- - 

separately among .the bstern allies-, it -was the United ,--. 

states that most frequently deqaked ths+linkage of issues.l 
7 

, ,. 
 here was a shift in the relationship 'among Western 

i% 8 f c j  

advanced nations, -and the United States shared with its - 
allies the responsibility in sustaining the international . 
economy and protecting freedom, but tried to keep its 

overall strepgth intact. 
3 

~istoricall~, Japan has beeri tremendously aware of, and 
C I 

sensitive to its external constraints, but the experiences 

did - not make Japan politically adept. Japan is surrounded by 
4 .  

three major powers, China in the east', the Sgviet unioP' in 
Y 

the north, and the United States in the west. The Oil 

Crises added another major external constraint. Japan was 

inescapably involved rather than committed to international 
' 

politics. The United States, on the other hand, had less 

external constraints. At the end of the Second World War, it 

1 Power and Interdependence op.cit., 123. 



was virtually the only nat7on which had the capability to be 

the leader, and'to provide other nations with -assistance for 

their recoveri'es from the war; In this sense, the United- . ,  
states was. also involved in ' international iffairs. ' 

P 
b 

Ne~ertheles~s, as. has been emphasized i.n the previous 
'.+ 

0 - . - dhapters', the W t e d  States wa; soon (Iriven to lead the 
, -- % 

-, 

Western nations byA demonstrating the attractiveness of 
+ I * ,-= 

- -  - 
libekal democracy *aGd the free -market economy. 1t'had littLp 

- ;L-- 

% _ 80 lose from open?ng i-ts market, while in return benefiting 
- 1 * 

- 6. 
> - tr&nendously from market opportunities . created by - f 

decolpnization after the war. Once the essential rules 
. % '  - 

/ '- 

_ - -governing international economic relations were established 

* in the way the Vn'ited States desired, the United.'~tates did 

not have to exert overt influence in order to . chieve a F 
favorable outcome. Economic interdependence t~iggered a 

shift in the relationships between the ~riited:States and 
4 

economic powers,' but did not affect. its zeal for global 

leadership and commitment, both - politically, and 

economically. 

In the bilateral relationship with Japan, the United 

States has often made use of the high asymmetry in their 

relative power relations - the small self defense capability 
of Japan and its vulnerability to a threat of economic 

sanctions by the United States - to obtain economic 

concessions. Many Americans today, however, claim that the 
I 

2 Bruce Russett, "The Mysterious Case of Vanishing 
Hegemony; or, Is Mark Twain Really Dead?" op-cit., pp.217- 
18. 



- - 
-4mited States has been tdo ltkind91 in making concessions to 

Japan, and in effect the United States hg$ created an 
% - - 3 

economic monster out of ~ a ~ a n - .  Moreover, tfie United States 
L 

began to vieG Japanese business. . - pra_ctices as being 

incompatible with its own. 

The previous chapters demonstrated some of the complexity - 
arising from U.S.-Japanese interdependence. Nowadays, , major 

American and Japanese inanufacturers have . production 

facilities overseas,. and components"of their products are . . 

often made, in more than one country. That means, sales of 
-1 

American products bear a significant' degree =of - 

responsibil'ity for the lives of not only American workers- 
t - 

but also wdrkeks of other countries. The same is. true , for . 
Japanese products,. Decline in the sales 

Of - 
, 

manufactured products, for.example, subsequently affects the * 

markets in Asian Newly Industrializing cbuntrie;, which have 
, 

e~tremely close economic relationships with Japan, and their 

followers such W ~hailsnd and Malaysia. Fluctuation in the 

. exchange rates are immediately reflected in the profits. 
- 

Changes in $he interest rates, too, have a global effect. 
e 

Japan kept cutting its interest rate from 5% to 2.5% between 
4 I' 

1985 ahd 1987 in'order to support the demand for American - 
dollars and to sustain the u.@? economy. We discussed the 

global implications of ~apankse direct and indirect' 
1 

investment in the United States. Given the risk of 
1 

potential loss that spills outside the bilateral 
\ 

relationship, we are inclined to assume that the United ' 



- 

1 
< ' . .  

States and Japan ' qhare- the destinies. When iGdustries, 
- -  4 J .- 

however, perceive $ a* major eat to their interesfs 'from 
w 

-4 L foreign competition-, they consider the situation- as a 
" 1- . - 

* - -  
'conflict -of national interests rather than a' sheer 

'1 -iz 

capitalist co~peE!ition. The borders, i~ this way, suddenly 

stand out.. Those who used to bppose government intekvention 

make a cc&mplete turnabout and;'plead with their government +' 
. , 

=for pratective measures. Caught between internal and 

external.coktraints, the government d does not always act on 

the principles of economic rationality. TKis - 
d characterization of interdependence is partjpularly true in 

recent U.S.-Japanese economic relations. 
I 

Economic ~nterdependence and.Psycholoqica1 Interdegendence &=G 
< 

.s 0 

~i'esident Bush invited Prim& Minister Kaifu to Palm 
E 

Springs, California, in March 1990, ' to make. sure that the Y .  

' 8  

-Prime Minister would do his best to encourage his government 
4 

Q to make a bold decision on socioeconomic structural reform. 
d 

The Prime Minister stated that it was time-that Japan began 

to work hard ' for fhe interksts of its consumers. ~ e t u r n i n e  

to Japan, Kaifu tried to encourage the public that their - 

, - 
endurance of the pain which *accompanies. L c h  structure1 

1 

reform would eventually be in their own interests. On his ; 
\ 

part, the President recognize'd that it was important for the 

United States to address some of the things Japan had 

pointed odt about ~mbrican structure during the Structural 

Impediment Initiatibe talks. 
- .  



The results of the fourth round 

Initiative Talks is the followin;. 

Japan has 

1. to revise 

three years, 

abolished; 

of Structural Impediment 

agreed: .* 
- 

its Large Retail Store Law and implement it in 

but there. is no indication that the law will be 

2. to increase its public works spending; 

3. to carry out a more rigid implementation of Anti Trust 
/ 

Law and increase fines for those bugdnesses that violate 

these laws; 

. b 4 ,  to ease restrictions on foreign investments in ~ e a n ;  and 
w 

5. to provide better market access for American construction 

companies, satellite, telecommunication, aAd forestry 

products, upon /in a3r"Inent was finally struck after a 

0s-month prolonged negotiation. 

The United, States has agreed: 

1. to reduce government spending witho,ut raisLng taxes; l 

2. to eliminate the restrictions on sales of Alaska's oil to 

Japan; and 

3. to repeal the capital gains tax. 
-: 

This, thesis has revealed that both Japan and the ~ni,ted 

States are basically reluctant to change. Japan has somehow 

managed with external constraints while 

minimizing changes - in the centuries-old socioeconomic - 

structure in its homogeneous society; the United States 

wanted other nations to .'change and saw few -reasons to change - 

I 

*. 

itself. These factors seem to largely contribute to the 



/ 
recent U.S.-Japanese structural problems.. The 

of this interim agreement summarized above is the 

recognition of both the United States and Japan that changes 

in their respective structures are'inevitabld. 

Nevertheless, struktural reforms will not likely calm 

Cr down the heated friction immediately. From what we have 
C- 

discussed in Chapter 4, chances seem dim in the immediate 

future that ~ a ~ a n  .can be entirely free from the image . 

associated with unfairness and economic threat. The problems 

- with current U. S* -Japanese relations are not simply matters 

of finance and trade. It is so because the publJic on both 

sides of the Pacific tend to imprudently fall prey to "a 

stereotype of one another bated on a single conspi'cuous fact 

such as working hours and the U.S.-Japanese trade imbalance. 

an enormous discrepancy between the speed of 

erdependence on- one hand and the speed of 

"psychological interdependencet1 on the other, for human 

nature cannot always keep up .with the force of economic 
- ,  

rationality in the modern world. Moreover, stereotyped 

images often distort the understanding of real issues and 

'. the overall picture of U.S.-Japanese relations. The, Japanese 

economic threat to- ~merican mentality is typical in this 

respect. When asked the question "how much of American real 

estate do you think are foreign assets?It three quarters of 



, - -  

A I 

the responses were 5 to 15%, whereas the' actuql figure is , 

only 0.5%. 3 

Japanese Global Leadership? 
I 

Japan has.-neither the intention nor the capability to be 

a global leader due to a combination of its limited power 
- . . 

and several other factors. 
I 

EIier since  ada an became an economic power, the' Unit,ed, 
* 

States and also the international community have expected 

three things from Japan: d 

1. greater financial- support for developing countries to 
achieve se1,f-sustaining economies; 

2 .  greater responsibility for its own defense* in terms of 
conventional wa~fare; and 

3..self-recognition as a mature industrialized economy. 

Japan has made significant progress in meeting these 
( 

expectations, It is no longer appr0priat.e to call Japan a 

"free rider," as' Japanese defense expe'nditures rank third 

or fourth depending on exchange rates, and its Self Defense 

? Forces are equipped, with first-class military. technology. - 

Japan assumes on average the second largest financial cost 
i 

<i* 
for the operation of international, organizations such as the 

,United Nations, World Bank, OECD, Asian Development Bank, 
- 

and International Monetary Fund. It is the largest donor of 

foreign assistance to 25 developing countries as of 1986, 

3 A comment by f~rmer Secretary of Commerce Peter Peterson, 
Asahi S h i n b ~  March 15,1990. 
4 Fomer Secretary of State Vance comments, "Jap-se 
defense capability is currently in the best condition.I1 
Asahi Shinbun March 8, 1990. 



compared to 6 in 1970 .  It became the world's largest. . 

creditor nation with $291 billion as of the' end of 1988 .  
1 b 

Half of its $832 billion long-term asse-ks abroad are in t& 

form of securities and bonds. In 1988  alone, Japan spent $87 ' 
billion for the purchase of securities, out of whi~h $36 - 

billion were American. It would be natural to suppose that. t 

Japan deserves greater power status as a global leader,. ; 

particularly in consideration of the fact that the United' * .  
, 

States has become increasingly dependent on "im~igrant 

d o l l a ~ s ~ ~  from Japan in order to sustain the vitality of its 

economy, a crucial basis of its gkobal leadership. 

The fact is, however, that, most nations in the world do 
r++ 

not look to Japan for a leadership role. Their 'skepticism 

towards Japanese leadership remains profound. Firstly, ' 

d 

historical evidence favors the United States over Japan. 
I >  

The United State*; was the liberator of the last war,. whereas 

~apan' was the invader. Even though 99% of ~ a ~ a n e s e  and 

German people do not even think of a possibility .of the. 
- 

revival of militarism in their nations, people whose lands* 

were once invaded by Japan and Germany have a totally 
" * 

different perceptibn. ' On every war memorial day, the world+ 

is reminded of the horrendous and brutal deeds of the 
* 

Japanese Empire and the Third Reich, and thus the negative 
# 8 ,- 

images persist in the human mind'. Secondly, at the core of 

5 Kenichi O k m a e  named the forzign capital investments in 
the U.S. "immigrant dollars, " because the dollars come into 
the U.S., become American and contribute to the U.S. , 
economy. ~huokoron January 1990,  p. 77 .  
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t h e  p o s t w a r  i n t e r n a t i o n a l  o r d e r  h a s  a l w a y s  b e e n -  the - - - U_.&----------- 

- -- S o v i e t  l e a d e r s h i p ,  which was b a s i c a l l y  b a l a n c e d  by t h e  arm- 
- L //- /:: 

// 

race and  e q u i l i b r i u r p .  The p o l i t i c a l  d e v e & p i e n t  of the E&&- 
- __-- -- 

- - 

W e s t  r e l a t i o n s  has been viewed p r i m a r i l y  i n  l i g h t  o f  t h e  
- - - - -- 

b a l a n c e  between NATO and Warsaw P a c t .  Thus t h e  J a p a n e s e  - 

. i n f l u e n c e  is s e c o n d a r y  a t  best .  F u r t h e r m o r e ,  t h i r d l y ,  t h e r e  - 

-- 
is s t i l l  a p r e e m i n e n t  ~ r e f - m n c e  i n  g e n e r a l  f o r  W e s t e r n  --- 

v a l u e s ,  which a r e  t h e  g r e a t e s t  common measure  i n  advanced 

n a t i o n s ,  and J a p a n  is a b s o l u t e l y  a  m i n o r i t y  i n  t h i s  respect - - - -  

- -~--  - --- 
-- -- 

(see C h a p t e r  3 f o r  r e l a t e d  d i s c u s s i o n ) .  Even i n  t h e  O r i e n t ,  
4.- 

I 

many p e o p l e  would be r e l u c t a n t ,  due  t o  t h e  memory o f  t h e  
P , 

Second World " War, t o  a p p r o v e  o f  J a p a n e s e  , l e a d e r s h i p ,  

a l th%ugh  t h e y  doQadmire t h e  J a p a n e s e  economic  s u c c e s s .  
' 

9 .  
3 

The f o u r t h '  r o a s o n  f o r  s k e p t i c i s m  t o w a r d s  ' J a p a n e s e  

l e a d e r s h i p  h e s  its. l a c k  o f  a  c l e a r  v i s i o n .  The 
P 

f ollpwin@ s t a t e m e n t s  a r e  i n d i c a t i v e ,  o f  t h e  t y p i c a l  o p i n i o n s :  

~ a p a n  s h o u l d  e x p l a i n s  t o  t h e  worJd what  k i n d  o f  g l o b a l  
l e a d e r  it i n t e n d s  t o  be, a n d  d i s c u s s  it w i t h  o t h e r  n a t i o n s .  

b, 8 

J a p a n  l a c k s  t h e  s e n s e  o f  m i s s i o n  a s  a  n a t i o n ,  and  is 
i n , t e r e s t e d  o n l y  i n  b u s i n e s s .  J a p a n  must  b e a r  t h e  p a i n  t h a t  
comes w i t h  l e a d e r s h i p .  '' 

Q 
C 

J a p a n e s e  p o l i t i c a l *  l e a d e r s  t r y  t o  p l e a s e  , e v e r y o n e ,  and 
se"1dorn e x p r e s s  t h e i r  c a n d i d  o p i n i o n s .  8 *  

A s  a Japarfgse ' ~ o r e i g n .  M i n i s t r y  , o f f i c i a l  ? e x p l a i n s ,  s i n c e  it 
, 

P 

p u t  a n  
end 

. s e c l u s i o n  p ~ l i c y  - i n  1853, J a p a n  h a s  
- 

yande;ed to-dnd- ffo between v p o s t - 4 s i a n i s m  and  AslanisrnBt and 

6 A s a h i  Sh inban  March'6 a n d  1 0 ,  1990. . 
7 A comment by  f o r m e r  U.S. Trade R e p r e s e n t a t i v e ,  Robert 
S t r a u s s ,  A s a h i  ShirTbun March.7 ,  1990.  , 

8 'A c m e n t  by E z r a  Vog'el ( p r o f  e s s o ~  of  ' ~ a r v a r d  u n i v e r s i t y )  , 
A s a h i .  Shinbun ~ a r &  9 ,  1990 ., 
7 e 



9, 
- 

na r rogance  and 0 l 5 s e q u i o u s n e s s , ~ ~  be ing  unah le  , f%nd a - 
$ .  - ' b. 

harmonious and , balanced  conf idence ' in.o \it-&el f .  
I 

p r i n c i p l e s  o f  J apanese  postwar  f o r e i g n  po l  
I 

/ 

---- been s t a t e d  i n  t h e  Blue Books _ of ~ ~ r e i g n _  

becoming a  m i l i t a r y  power, and d b u t i k g  t o  t h e  

- 
- 

E o s p e r i t y  and peace  o f  t h e  r l d  a s  a  
e - / / 

d"' 
- - -- 

North and ~ o u t h i " p & e s e  d e t e r m i n a t i o n  t o  make 
- - -- - / ' 4 & g l o b a l  

- - 
/ 

- a n t r i b d h a s  been f i r m e r  t h a n  e v e r  i n  t h e  l a s  
/ 

- - -----/*hen g n t e r n a t i o n a l i z a t i o n  has  been t h e  /-----=---- - 
,? principles-I h o w e v e r ,  t o d  b a s i c  and g e n e r a l  lfo 

- - - 
- - 

- / - a/- 

- _ -- - t h e  - i n t e n t i o s o f  J apan .  To compound t h i s  s e t b > c k ,  
/- -- 

- __ __------ ------ 
- f a i l e d  t o  publ-icize i ts p o l i c i e s  t o  o t h e r  n a t i o n s  

- - --- - 
excemsive s ~ - a ~ _ - & k - i s  - g e n e r a l l y  p o i n t e d  o u t  

-- - ;>-/ ----- -- : - -r- - /- 
A 

- -- _ /-- -/ -- _- - cons&&ker ---he l a c k  o f  communication and pubJi .ci ty,  

whi& o r i g i n a t e s  i n  t h e  J apanese  t r a d i t i o n  of modesky :and 
- 

L a s t l y , ,  it is t h e  image J a p a n  i t s e l f  h a s  c r e a t e d  t h a t  b a s  
4 h 

L \ 
a roused  s ~ c h ~ s k e p t i c i s m :  i t s  uniqueness  made it p o s s i b l e  f o r  

4 ,  

Q "  

Japan  t o  overGome <its pove r ty  and v u l n e r a b i l i t y  t o  t h e  
b 

s h o r t a g e  o f  enerGy s u p p l i e s .  A s  a  former West German 
nS --- 

C h a n c e l l o r  n o t e s :  . >  

- -9, J 

Americans 
' W e r i c a  must 

is good f o r  
What is good, 
and what is 
Japan .  lo 

, , * 3 _- --s- - I 

are wrong i f  t m  b e l i e v e  t h $ t  what is good f o r  
a lways be  good as" tdel1  a s  f o r  Europe. And what 
Europe is n o t  necesasg r j l y  good f o r  America. 
f o r  Japan  is n o t  necessa- r i ly  good f o r  America, 
good foy  Ader ica  is n o t  n e k e s s a r i l y  good f o r  

b 1  - 
C C 

* -  
C I L A  

9  Gaiko Forum May 1990,  p . 2 2 .  
\ 1 0  H e l m u t  Schmidt,  A Grand Theory f o r  t h e  West: t h e  

Anachronism o f  Na t iona l  S t r a t e s i e s  i n  an I n t e r d e p e n d e n t  
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A. 

But Japan would be equally wrong ipit believe& that what is I - -- 
- @, 

/ 

good lor Japan is good m l ~  for Japan. Few $ations that 
. > * '  

profess' thmselvgs to be a ahi e '*kuccess would be Be-. . .- ,--16 4 

win ' the trust '5pir' bther &ions. There is no $wonder, ' d V 

1 4  3T " 

% '  7 .  9 .  
therefore, that the American .ideal of egalit3rianism,. Eas % 

- 5 * . .  a , ' ,  1 c.3 % 
C 

more universal appeal thgn Jgpaf%ipP,eco~omic success. 
P @ . 

In coliside~ation of .th<&. Paots, the quebstion-comks B d w n  " 
L 

to whether or nkt ~ a ~ a & h c  A. 'the will to play A%, infltkrutiai 
' 

,b ' .: I * 
\ s f '  

decision-making role in tnd ~ ~ ~ x n a t i b n ~ l  cpnmunity \ A S '  * *  * 
, . ;. k- dJ; 

L 
yet, Japanese high-ranking governmentgl off icia*; a p  - afrasd. 

0 -*, 
that any rnisLi0na9~ hLfbrel& - ;olicy would ", be 

. 
counterproductive .to its I survival i~ the world of 

\ = .  
interdependence (see Chapter 3 for a detail) . r To - quote the 

' 1  Japanese Vice Minister for Foreign Affairs, a ~ a ~ a k a z u ~  - , 

Q We will never aspire to be a stro6 messfanic lead&'. We 
made a bad mistake in the first part of this centupty, and 
99% of the Japanese people do not want to repeat it . . . We 
aspire to a modest but useful international role. Ours is a 
fairly modest vision - not very @ambitious, a not very 
ideological, - but solid in its commitment to democracy a 

et economy and a non-military role in thaworld. 11 
v 

be ttuseful,lt Japan will continue to pursue its 
- 

Contributing-to-the-World goals. It 1s presumed to be most 
- t 

effective for Japan to complement insufficiency in American 

and European 'leadershi n such areas as capitaltc 

information and technolog&. If money is the only source of 

contribution Japan has, Japan should not.be oversensitive to 

World (New Haven and London: Ya3e University Press, l985), 
p . 3 2 .  
11 ,TIME,April 2 3 ,  1990, p.34. 8. 
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C 

d . - 
\ / 2 

the aplegation that it is aCtin9 on the strength of its 
, 5 * 

I 
I 

/i s -=  . laf f luence. 
-I 

,. 

In the meantime: othe'r westein advanced nations have an 
1 * 0 - 

/ 

ambibalent perception of Japan\ M e y  expect Japan to makeq a 
/ ' .  

greater dontribution. in alfiating the Third Wortd .debt$ by . a 

/ - 4. 
0 

/i 
increasing foreign qssistance and eliminating its trade . 

/' d 
d barriers at h o d  - .  , However, these same Western n,ations 

* .. /' 
remain regu~tant to accept the possibility, of Japanese 

/ 
,----I 

, , *  _-- 
-I i 

t intefnational political influence commensyat~ 4 her 
_/ * 

> 

5 .  . economic power. In the case of -the IMF, whi?tiiis virtually 
a. ' 

operated by the group of five . major. - aqv,anced nations, ~ a ~ a n  -' 
. > 

has been promoted officially to the second largesk donor - 

from 'the fifth, ' with the consent of thg rest ob the xdmber 
' 8  - 

nations. 'Reinforced financial support for the debt cr$si$ 
0 - 1  

6a k 

in South. and Central .herica as '.well as the develoQments in. 
4 . . , 

: 
~ast&n Europe ale most probably.. going to b& .= some. .; , ,=gf the 

%,. , .- , %. 
urgent %asks of the IMF, and Japan's increased disbursements -. 

1 
aqe necessAry. This, however, means th$t Japan can hav-e- the , 

J 

,Second largest influence in the international monetary and 
i -, 

, 

financia3 decision making. Unfortunately, a suddeh increase 

in its infl-uence as $ result of Japan's promot5on in the IMF . . 

ma9 p - be ~~nsidered as arrogance of an economic power, This is 
- P 

-.I * ' 

pdrtly ' b e c a u s ~  . - other- major advanced na~ions remain 
t 

distrustful o$ Japan. ' AEthough there have been codntlessf 
6 8 

numbers of grass-root level efforts to deepen mutual 

~nd~rstanding and trust, -'what can be done 'at the politica.1 

level in order for Japan to cultivate $nutual trus<t is not 
g? 



\ 

f \ - 
easy to answer. ~ppatently, the best diY is for Japan to 

demonstrate its accOY' lishments of its , conxnitmen< in' 

international responsibility a ~ i n g .  Giving world-wide 

publicity to -*, accomplishments may facilitate the' 

u-rstanding of skeptical nations about Japan's good 

intentions. '. 
-' \ 

I G ') / , , 

Pros~ects of U. S .,-Japanese gnteirdkpendence 
\ 8 

We. came to a ccnclusion -earlier that changes in the 

socioeconomic structures are inevitable in both the United 
zi 

'states m d  Japan. These changes are intended to be the 

basis of a new **level playing fieldv that Japan and foreigrr 
- 

participants share to play a 5ositive-sum game. Will the 
t 

changes be made smoothly, or will there be more. American 

. pressure on Japan? The question is not whether the changes . 
will take place, but rather the process of changes a/nd 

likely obstacles agaiRst h smooth transition. 

In terms of the process, many Japanese fear that "free . * 

and fair trade" may become a system in +which even 
L 

uncompetitive products can win. In ontrast to multilateral 

trade bargaining with non-discrimi I atory and relatively 

-objective GATT rules, bilateral negotiations may 'be more. 
I 

affected by subjective ideas and domestic laws of the 
1 

nayions concerned. For this reason there arises the question 

of what is to be balanced. For example, is it a reciprocity 
. ?. 

'7 
in the system, in tha quantity, or in the profit.in the 

result? In the context of U.S.-Japanese interdependence, 



1 .  

the final sglution to trade problems can be 'laddely 
I 

, ' I 

*wdetermined by the bare -$ewer relations" of the two 
\ 

flations. l2 In other words, the overall asymmetry in U.S. - 

Japanese interdependence ,is still in favor of the United 
- 

e * 

States, and therefore the United States is able to take the 

lead in many cases. A case in point is the Super ~rticle 

301, which intimidated Japan to a considerable degree. The 

U.S. Congress has expressed its deep regret regarding the 

optimism of the Bush administration that there will be a 

significant market-opening in Japan as a result of the 

recent trade talks. Viewing "going soft on Japan is a 
/ 

serious mistake,"13 the Congress wants to keep pressuring 

Japan with the threat of trade sanctions, even though U.S. 

Trade Representative Carla Hills judges such pressure will' 3, 

only be countnrprodUctive to U.S.-Japanese relations. 

Nevertheless, the strong congressional influence over the 

U. S. government can hever be ignored, particularly because 

the Congress may be able to tame the b> taking 

the opportunity of the ''congressional election coming in 
& #  

I September, 1990. 

In any event, changes must take place in an incremental 

P manner. A sudden reduction in the land price of Japan, for 
V 

example, will definitely trigger chaos in the Japanese 
-2 '- 

economy, affecting the U.S. economy and ultimately 
t 

12 Hiroaki Fujii, I1The Interdependent World and the Japanese 
Diplomacy," Gaiko Forum May 1989, p.19. 
13 A comment by Senator Lloyd Bent,sen (Democrat',; Texas) on 
the government decision to strike Japan off the list of 
Unfair trading partners, Cable Network News, April, 1990. 



influencing the international ' economy. Either nation's - 
indiscreet or misplaced pressure will 'feed- back to its own 

economy. 
fl 

In the long term, Japan can be. a very 1tuseful~14 partner . 

of the United States in a variety o/ fields. Not to-mention - 
, d 

the provision of capital to develdping countries, their 

technological cooperation can contribute 50 such global 

envirbnmehtal problems a s  earth warming ahd the exhakt of 

carbonic aci'de gas. Japan, which had accomplished a - 

'successfulL energy conseryation program as a result of the 

two energy crises, can share its knowledge with developing 

countries that are vulnerable to energy suppiy shortages, 

and work together with other advanced nations- Sor the . . 

development of alternative- energy resources. In terms of 
.- 

defense, U.S.-Japanese cooperation can create a superb 
A 

defense system with combining American military technology 

and'knowledge and- Japanese capifal and technology. Though 

Japanese defense technology is far behind the American 
b 

counterparts, the United States wopld need ~ a ~ a A e s e  

cooperation in such areas as fiber-optics technology to - - 
.. - 

improve its surveillance system. Joint research. "and 

development now legi-tFzed under the New .U.S.-Japanese 

Science and ~echnologk~greement can largeky . reduce. the - 
d ' cost. 

With international relations on the th'reshold 
k 

changes, . the prospects for U. S. -Japanese relations 

14 See footnote 11. Y 
I 



easily specifie&. Currently, for example, 'no one can be 

absolutely sure wKat kind of nation the Soviet Union is 

going to be in the future. The North Atlantic Treaty* 

Organizatioq nations are us cautiously watching the 
b 

process of perestroika, as they unanimously demand that the 
2 

unified Germany stay in NATO. Furthermore, in the Amerrican 
1 

view, Soviet policy can change bvernigh~, though 'capability 

cannot, should President ~orbachev be overfurned by a 

dictatorship or a more ideoiogically-oriented 2ommunist\ 

government. In Europe, there are political issues to be , 
-4  

stabilized and economic changes intended, in Eastern and * 

Central Europe. Moreover, the economic integration of 
*. 

L 4 

Western European nations in the EC in 1992 has implications 

for increased European political unity: In the Middle East, 
'. 3 

the Oil Powers quch as Saudi Arabia and Kuwait are likely to , 

be somewhab more assertive in @he 'near future, as the 
'3 

American oil'reserves and the North Sea oil reserves are " 

rapidly becoming scarce. 15 t 

From the limited discussion in this'thesis, what can we 
C ++ 

say about U.S. -Japanese interdependence in the era of ,such . 
b 

an +unpredictable * international situation? There is s an 

hdication that the nature of U. S. -Japanese interdependence - 
n 

i 

has become increasingly symmetrical in recent years. There 

As, of January 1988, years of the proven oil reserves of 
tbgTJ:S4*, .Great B r i t a i n  add ~ a n a ~ a  weee.8.3 years, 5.8 years 

- 
L 

and 12 :3. years respectively, compared to Saudi Arabia, 
Kuwait.,and Iran, which havhoil reserves of 113.6 years, 224 - 
years and 110.2 (years. Japan: An International Comparison, 
p. 14. - G. 

C I 

a. i65 
x 

t 
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are even asymmptries in some areas that / *, favor - Japan. 

= a .  Influence deriving f r p  such asymmetries can be an C 

instrument -of power, and increase in power must involve an 
, 

increase in international respon~ibilities, which Japan has 
\ 

begun to assume. Its concept of interdependence, therefore, 

should change accordingly. United- stat& on its part 
-8 + ,  

must recognize the fact that interdependence among advanced 
q ,  

nations has caused a .  redistribution of power thajtl-was once* 
> 8 

7 * 

chncehtrated in the United States under ' - ext.raordinaryZ 
P- -,r \ cifcumstances. Thus there are limits in 'the -power of 

today's United States,, and power must be shared. 1 

subsequently, the United States may also have 'to reconsider ' I 

its concept of interdependence in accordance with these 

changes in its power relations with others. ~ h ; ,  recognition 
C. 

by both the United States and '?span of power-sharing and. 
international responsibility-sharing can 'be rce to : 

diminish the 'differences between the two nations* concepts 

of interdependence. We submit that the better-coordinated 

concepts of interdependence 

Japanese. ecopomic' frictions 

between the two nations., 

$ 

may ,consequently 

and. improve the 

ease U:S. - 
relationship .' 

\ ,  



' . 

I: The ~xpanding Asian Trade 
i * 

Diagram 

(1 00 million Yen) 

Note: The figures are the ms of exports and ir;l7ports, 

Source: M~n~stry of International Trade and Industry, The Japanese Economy ill us irate^. 2 j 5  ' 



Graph I: . Trenas in Tariff Burden 

- ?  Value of Tariff revenue 
Notes: ( 1  ) rate of Tariff Burden = 

Total Value of Imports 

- 
(2) Values of customs revenue are ticcount settlement 

values. 

(3) The rate of burden for the EC  are basedion imports from 
outside of'the EC. ; ?  

source: The ~ a ~ a n e s h  Ministry of Finance "Monthly deport on Finance and Fiscal Statistics." OECD 
"Stat~stics A," "Revenue Statist~cs." IMF 'International Fiscal statistics." in Japan:dn International Compari- - 
son (Japan lnst~tute for Social and6conornic Affairs, 1989), p.31 . 



0 

~ r a p h  tl: A Comparison of Distribution Structures in major advanced 
industrial countries 

note: The Japanese and German statistics are th6se.of 1985, the * 

I 
I U . S .  1982, ~ r a n c e  1986, and Great Britain 1984. 

d' - 

I )  acreage ratio stores 1 1,000 km2 = - 2) population ratio stores I 10,000 people 
\ 3) number of employees per store 

sourqe: The JapaneseEcwnmy Illustrated, p.85 . T W  
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