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ABSTRACT

As United States-Japanese interdependence expanded

- *

dufing the 1980s, ecq@omic‘frictiog between the two nations
also intenéified'and it was feared that this might develop

into an "economic war." Accounting for moie than 35% of the

<L ' . . - j © )
world: .. GNP, today’s United States-Jdpanese economic

relationship has serious implications for the global econony

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

resolution of the conflictual aspect of United States-

".Japanese relations is necessary. This thesis proposes that

.

the_twowhations'have differént concepts of interdependence,

“'_andj this difference is one ~of the major causes for the

'ecdnomic friction. ,
.‘fThe purpose of this thesis is to clarify the difference

between . the Japahese‘ and the American condepts of

o,

interdependence and examine the impact of the difference on
United States-Japanese relations. Chapters. 1 and 2 explore

the two concepts of interdependence by reviewing the postwar

‘foreign relatiops surrounding the United States and Japan.

Chapter 3 compares the two cqncepts and clarifies the
difference between them. Chapter 4 discusseé, first, United
Statés and Japanese foreign assistance‘pélicies, second,’the
Structural Impediment Initiative talks of 1989 and 1990; énd
finally the  argument  of so-calledv revisionism, a
controversial argument evolved in the American mass %edia

about how to handle problems with Japan.

1ii



“ This thesis submits . that Japan .intérpretéEJ

interdependence as an opportunity toi be more independent

‘from external constraints, whérgas the United States viewed

3

it as a political-economié'instrument to retain its power to
influence fothérs. In the conclusion, it ‘is argued that
these respective concepts of interdépendence‘ may have to
change in accdrdanée With—qhanges in ihertwo nations’ ppwef

relations. The asymmetry in the early postwar United States-

v

Japanese relations was highly in fagor’of the United States.:

Over Ehe last decade,Apowever, relationships bétWeen the two
nations have been becoming more stmetric in soméAareas,
thdugh'the fwo nations may not necessariiy benefit equally
from them,‘ Japan’s growing importance to the internatidnal

a

political economy must be accompanied by an increase in its

commitment to international responsibilities. Thus Jépan can

.

no longer avoid its involvement in internationallééfairs.
The Uni?éd States on its part must recognize the current
condition where, despite its contiﬁuing preeminence in the
international community,- power must be shared by fhose

capablé and willing.

s &
hal g iy .
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S . ) INTRODUCTION

As the -United States, which. has 'sighifioanti-g}obal5

Fa

_ecoriomic "and political influence, becomes increasingly

-_dépehdent‘on Japanese trade and investmeﬁtlto maintain the

.Vitality ‘of its economy and to finance its .government

v oa

budgets the development.of quted States-Japanese relations :

is no longer cons1dered to be. a solely bllateral issue.

" Now that Japan has the capability to ‘play an 1mportant roled

in international ‘relations, the entire community of nations

is watching the directioh into which United StatesJJapanese

interdependence is going to develop. e

Interdependence is fréduentiy ddscussed by statesmen and
ihterhational businessmen'ofﬂJapah and the United States in

terms of the enormity of their nations' 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 that the two
natrons are ‘highiy interdependent; Some observers and
participants even argue that interdependence has opened the
door to a borderle;s economy; Thls conclu51on, however,
needs reassessiné. The term 1nterdependence has been so

1ntegrated 1nto our everyday language that it seems to be

L .
takenafor grantéd that the United States and Japan perceive

1nterdependence in the same way. Indeed,'because of the

overali cooperative and frlendly'fUnited “statestapanese~

[N

relations, the serious implications of difference in their



‘respectlve understandlngs of the "interdependence” cbncept

has not been adequately examlned

Interdependence .can lead to. conflict as‘ well- as

’

cooperation. As the interconnections between numerous

1nterests of the Unlted States "and Japan 1ncreased 3 the

competltlon and confllct of these interests has 1nten51f1ed

. -

-as well. The governments of the United States and Japan
are, . therefore, compelled to take action to defend t the

interests jn their countries. Moreover, the United States-

Japanese economic friction has become even more difficult to.

deal .with because of the complexity of the trade and
investment ties. between the two coqntries, 'and the
relationship of the U.S. bilateral trade deficit with Japan

to Japan's own domestic economic policy.

This thesis presumes that the belated realization of

difference between their - respective .« concepts of

ihterdependence has been one;of the major causes of greater

United States—Japanese economic frlctlon Japan's grow1ng
E3

awareness of 1nterdependence with the Unlted States and

other nations has glven it a strong impetus to seek

independence from external constraints. Cenversely, 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-econcmic negotiations. . Japan believes that



[
w5

7

interdepéndence enables it to have greater;aptonomy in its
policy making, while_~the United ‘States believes that
inte}dependence' jgstifieé interference inzrother‘ nations'
domestic affairs, if'neceSSary: ‘ 7

, In order to p?ove this postulate, Chaptefs 1 and 2
élaborate on the Japanese and American concepts of
interdependencé in 1light of the historical- backéround of
U.S.-Japanese relations. We base the analyses mainly upon
gqyérnmént documents and pubiic speeches of heads of
9overnﬁents or their deputies so that there is consistency
in the argument. Chaéter 3__attempts to clarify the
difference be?;:en ihé:two cbncepts, and Chapter 4 examines

the actual effects of the difference on U.S.-Japanese

relations. Finally, Chapter 5 concludes the arguments of

 the -previous chapters and ,aeQelops them into a. future - -

prospect of U.S.-Japanese ihterdependence. o



&
CHAPTER ONE. ‘ :
THE JAPANESE CONCEPT OF INTERDEPENDENCE

From 1957, when the Japanese Ministry of Foreign Affairé
compiled its first annual report, until 1964, United States-
Japanese relations were often described as 'very cldse and

~friendly." ‘In 1965, the word "interdependence" made . its
- ) ’ . \ . - .
first appearance in the Blue Book of Foreign Affairs.

We have entered 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 extremely deep. Japan's trade
with the U.S. accounts for 30% of its total foreign trade,
and Japan 1is the second biggest customer of the U.S.,
particularly its No.1 customer of agr1cu1tura1 products.

In such an intimate economic relationship, ‘it 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 harmlng the close
cooperative relationship. 1 #

In the context the word was used, Japan merely wanted to
point oﬁt that the two  states were economically
interdependent begause' of their very close’ Jtrade
relationship. By then, Jap;n had become the second iargeét
trading partner of’the United States next only to Canada,
and the largest overseas partner. The 1965 figures show
that while 30% of Japan's trade was engaged wi£h the United
States, the volume constituted 1less than 10% (7.5%v0f the

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

trade. Thus, the word interdependence was used only in

1 Waga Gaiko no Kinkyo (Blue Book of Japan's Fo
Affairs) of 1965 (The Ministry of Foreign Affairs), p.25.

A Blue Book ‘is an annual report of Japanese diplomatig
activities and foreign relations. -




referenee to a rather asymmetrieai' trading “relationship -

between the two nations

The second appearance was made in the jolnt communlque of

Pre51dent Nixon and Prime Minister Sato in January 1972.

<

The Prime Mlnlster and Pre51dent reca111ng the more than
one hundred years of association between the two countrlesh
emphasized the importance of Japan-U.S. relations being
founded on mutual trust and interdependence.? .

"interdependence" in this ~communique has a broader
connatation than the usage in 1965, aslthe sentence that
follows_indicates, "not only_in terms/of trade, but aiso in
political, security, 'cultural, and Aeducatio_naljfields.“,3
Yet, it - stili “tefefs to the two nations' bilateral
relationship. |

In contrast to these two usages, "interdependence" in its.
-third appearance in 1974 hasva quite different connotetion.
The relations not onlf 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 -

1nternatlona1 order for smooth development of these basic
interdependent relations.4

The quotation above indicates that Jepan revised 1its
interpretation of interdependence after the 0il Crisis of
1973. It refers to multilateral relationships with many

other countries in the world that are importent to Japan.

2 "Forelgn Pollcy," (a translated abstract of the Blue
Book)_White Papers of Japan 1972-73: annual abstract of
official report and statistics of the Japanese government
(Japan Institute of International Affairs), p.é68.

3 Ibid.

4 White Papers of. Japan 1974-75, p.72.
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This chapter élaborates on these different intérpretations
of interdependence by reviewing the historical background of
Japanese postwar fofeign relations. We explain Japan's
legal independence from the Unitéd States occdpation, the
transition ftom depeﬁdence on the United States to
‘interdependence, "and finally the internationalization_ of

Japan in the 1970s and 1980s.
FJ

»

I. Japan's Independencé and its Limits

For post-war Jdpan, to regain nétional .independence
simply meant to depart from its overall dependence';n the
United S£ates,r
| Although the Allied occupation of Japan ‘began on
Septémber 2, 1945, Japan was in fact entrusted to the United
Statés for virtually an exclusive occupation. For the United
States, the original goal was to‘:recreate Jépan as a
potential‘good friend in the Far East by carrying out a
vériety of reforms that wgre:designgd to democratize its
political,rsoEioeconomic and éduCaﬁiénal systemns.
The'major.task of th postwar Japanese QOvernment was,
from-the outset, to éuf :D ené to the occupation énd regain
sovereignty and independence. ‘The ‘Ministry of Foreign
Affairs. established a research cémmittee as early  as

November 1945 to formulate a pblicy-toward a peace tréaty,‘

. ‘ .
and tried as much as possible to keep in frequent contact



'witp the United Statés, throuéh which)Japan wished to convey
its wish to the Allies.® In the meantime, the Unitgd~states
was also considering the withdrawal of its occupation forces
from Japan. General”'Douglés' Mcérthgr argued that.ﬁthg
v occupatién should nét continue any loﬁgér Fhan three years.
'He squested that a prolonged occgpation would probabiy
cause .deterforation of the“military forces' discipline,

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

; . .
‘population towards the occupation forces.®

Japéq's concern over the .peace treaty was; firsf, with
the scope of the treaty; that is, should it be signéd with
all of Japan's former belligerent countries, or would it be
wise to exclude the Communist bowers. Second, there was the
questiodn of Japan's rearmament. |

in;; sense, the solution to these concerns came with the
outbreak of thé Korean War in 1950. Idealists in Japan
generally belie&ed in ;n all-party peace treaty, whéreés the
realists maintained that it was in Japan's interesfs to
cooperate with' the United States and Great Britain. When the
Korean War broke out, the- aﬁtagonism’ between the Sovief
Union and the United States, the two sﬁperpowers backing the
'war, was seen by many as excluding thé,'possibility of'
éighing a peace treaty with both blocs. At the same 'time,
YTokuiju," the speciél demands arising from the United

Nations forces in Korea, revived the Japanese economy. Such

) Yu Ikei, Nihon Gaikoshi Gaisetsu (Tokyo: Keio Press,
1972), p.238. , -
6 1Ibid., p.240. .




1

economic gains from supporting the
+ : € 5F

S

’ é}icans and British léd
many in Japan to favor the realisg view;f
Regarding the _issue of reéfmament, ‘Japan wanted thé

American forces to continue to provide militafy brotection

ratﬁer than having to rearm itself. Besides, it was |
ecohomically rnot feasiblé for Japan to form aééquate'armed

forces for its own defense at that time;‘ The United Stétes,«
-on the other band; did not intend torensure Japan's security
ihdéfinitely.r In his New Year Méésage in 1950, General

MéArthur, who had previously been agginst Japan's

rearmament, gave ‘a néw interpretat?on to Artiéie 9 of

japan's constitution, the stipulationf in‘ which"Japan

renounced its right to rearmament. He said that the

'stipulation did not necessarily deny Japan's right to self

defenée in case of aggression by another country. . Then,

when the Korean War broke but, 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‘forcqs‘in Korea. Nonetheless, such a defense fordé
was certainly not sufficient to protect Japan from a

potential enemy, which was assumed to be the neighbofing
Communist pdaers. The United States at last anﬁounced, as
a solution to this, that it was -prepared to retain its

military forces in.Japaﬁ even after the termination of the
occdpatioh,‘if Japan so wished. | | \

In this way, the unwanted rearmament of Japan was

inaugurated, and a security arrangement was to be instituted

8



between Japanrand the ﬁnited S;ates tc:supplement‘JapaneSé
defense forces. Such' a secnrity arrangement, many
" dissidents ffomrthé Communist and Sccialist partiee in Japan
~protested; seemed'*éo undermine \Japan'e desire for real
independence. -ﬁeVertheless, Japan finally s1gned the Peace
Treaty with 49 countries in San Francisco in 1951.7 Japan
thus regained independence, at 1east‘technically,,and became

a member of the Weetern bloc led by the United States..

Revision of the Security Treaty.

Japan'e rsense of inferiority as a depehdent nation'
rather than an 1ndependent one remained even after 1951.

If 1ndependence means "freedom = from Zdepepdence. on
economic, chitical, and’military dominafion‘oqyocners; and
being self—sqfficient,“7 it would be hard'tc‘COneiaerspﬁe
Japan of those days as an independent natiqn, given tnexsize.
‘and range of support provided by the United States. K

In the late iQSOs ;hen the Japanese economy was growing
at a eteady pace, and its Self  Defense Forcee were fofmed;\\
the one-sided and unequal nature of the security arrangement |
with tne United States began to etimulate some Japanese
nationalists to think about the revisicn of the treaty.

Their particular concerns were: -

1. While Japan had an obligation to approve the stationing’
of American forces, the U.S. had no obligation to ensure
Japan's security; :

\

e

7 Roger Scruton, A Dictionary of Political Thought (London'
the MacMillan Press, 1982), p.217.

&



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

3. There was no spec1f1cation of-the scope and the purpose
of the activities conducted by the, American . forces 'in

Japan; )
4. The United State&® had the right, at the Japanese .
- - government's request, to intervene ih domestic disturbances
s in Japan. It is very rare that an independent nation would

approve of this provision; and
5. Jepan 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 first responded to Japan's claims by -

acutely pointing out that the Japanese constitution would

_prohibit the idea of an equal and cooperative security,

arrangement, since' a substantial rearmament of Japan woul

_be necessary and inevitable. .
Meanwhile, the Conservative Party government Yand the

‘steady . economic recovery in Japan.‘were COntributing to

pciitical stability. on the supposition that.theeeﬁfactcrs

‘would enable therreinforcement andnncderni;atio; of‘Japan's

defense <forces, the ‘United States ibecene, more flexible
¢ ‘about’ the. proposed retision’of the security afrange@ent.
The revised version of the arrangement, the Treety of Mutd%?”’
! Cooperation and §ecurity, was finall& signed in 1960.

: The revised treaty reflected Japan's demandvfcr/more‘
’\i;n; , mutuaiity and equality. VIt is, however, often criticized for’

73"i . being a revision that was actually a mere exchange of ‘the
‘obligation of the United States to aSSlSt Japan's defense

- S L& - L i;: . 1(

and‘ the yobligation  of Japan to provide " the military

e S , facilities not only for its own security but alsd, with

(= a R
y : . H : '
‘o 10 .



consultation 'in advance, for the security of other areas in

the Far East.

-One fact remained unchanged; unless- it decided to:develop ,

its own nuclear ’yeépon capacity or full coﬁventional
capability for. self defense, Japan was still_dependéntron.
American protection. This being the ’réality,t‘Japan» was
kcauéht between its eagerness to be. independeﬁt from the
Uﬁited tates and its unhiilingneés to pd§Se§§’ strong armed

’

forces.

Ecenomic Dependence on the United‘States

When Japan regained‘independehce-after the Second World'

"War, economic prosperity (as the most important goal.\t%' '
. -~ '( . -

negative reaction among Asian,

pursue. Fearing the potehti

nations: that were apprehensive of a  revival of Japanese
- % Bl

militarism, Japan attempted to downplay security matterg?‘

Instead, it hoped to make a'peaceful contributibn through -

its economic activities in the Asian region..

Given the indigenous scarcity of natural resburces and -

raw materials and the , destruction of its economic
infrastructure at the end of the war, it was not easy for

Japan to accomplish economic pfosperityfquickly, nor could

this. be aéhieved solelykwithin the nation's_boraers. Japan ‘

1

had to trade 1in order to sur&ive,‘fand trade requires
partners. In. the early 1950s there were péftners whé would
supply Japan with vital natural resources and .rav materials,

or advanced technology and capital investments, and partners

1 {0 L

v
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who would buy Japanese products produced‘from these imported
raw materials. Japan hadttwo‘major partners: Asianlnations,
which ,had special - relationships with - it historically,
culturally, and geographically, and the United States, which '
dominated up to 50% of the global econemic activ1ties at
that time as a result of the Second World War.

In 1955, Japan's exports to Asia accounted for 40% of the
total, 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 morel 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,'otherg’
nand, provided Japan with economic aid, investment, high
technology .and ‘agricultural products, and at the same time
bought a considerable portion ofaJapanese products, whose
quality was yet to be improved in oJrder to meet the
standards of advanced’ nations. In this way, the lUnited

States played a triple role of supplier, customer, and

economic aid provider for Japan. )
\ : ;

IT. From Dependence to Interdependence

. 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

12



that® Japan exported were labor-intensive conSumption-goods

such as toys, rubber sandals, and textiles. "Made in Japan"

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

~end of the 1950s, Japén's effort to improve the quality of
its products provéd to be fruitful.  For example, its

- precision instrument products ‘like cameras, radios, and

, p ‘
sewing machines found 1ncrea51ng market acceptance 1n

Canada.8 By 1963, Japan: had rapldly developed to become the

‘third largest economy in ' the Western bloc following the

United States and West Germany. Such success motivotod Jdpan'
tO’sth strong interest in becom}ngea member of the "club of
fich advanced nations," which inciudes ;he Organiéation for
Economic Cooperation and Development (OECD) and . the
International Monetary Fund (IMF). The following qﬁotatioos.
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 GNP annually and a high
economic growth.

As a nation heavily dependent on trade, it is of extreme
importance for Japan to participate in the discussion at the

conference of OECD to induce more consideration to the
interest of Japan.® .

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.
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Japan had completed two cbnsecutive long-range eeonomic
plans with satlsfactory results,,and further internatlonal
,recognltion was achieved by the Olympic Games which were

&

held in Tokyo 1n’the same year.

behave and act as an "internationally Cooperative and’

responsible natioh,'Commehsurate with its position."10 This
determination was derived from two major changes in the

international environment. Firstly, the American balance-

of-payment deficit due to its military expenditure and

Japan's cenfidence was followed by its determination to

generous investments overseas had been eroding its’
N

S

predominant,positidn in the international economy. ' For this

reasoh, the credibility of the dollar became a grave
concern of‘every nation that used to have full confidence in
the. soundness of the U. S. economy «B the principal engine of
worldg economic growth and subsequently other advanced

nations found it necessary to be more cautious.

Secondly, -multipolarization - of interriational relations

appeared to have replaced bipolarism. France, under the

initiative of General Charles De Gaulle, began to contend

that each nation should pursue its own policy'based on its -~

national interest. It 1ndependent1y set out to improve its

relationship with the Soviet Union and off1c1a11y 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.
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mllltary aspects of the North Atlantlc Treaty Organlzatlon
(NATO) in 1966, 2 The European Communlty was about to be
formed, potentially creating as huge an econcmlc entity as
the United States. As for developing countfies, seventy-

five nations Iuhited to act in solidarity against the
advanced industrial nations in pursuit of recreating;;the"

. [ 4
existing international order. In other parts of the world,

as U.S. President~Eiséhhower and the Soviet First‘Secretary
Khrushchev met at caﬁp David‘inA1959 in an effort to paue a
way to detente,‘ China began to pursue ‘1ts ‘own Communlst
policy independent of the Soviet Unlon \' Ch1na became a
nuclear state despite opp051t10n of .the Sov1ets, whd wanted
. China to remain dependent on the1r nuclear power. As a

>

result, economic coopération betWeen the Soviets and China
declined.ll

The perception of these changes in the 1nternat10na1'
env1ronment led Japan to reconsider 1ts position. Japan saw

the relationships between the Unitedtstates and its Western

RN

allies as "at the end of the era of American assistance,"
and the béginning of "a new era where eachjhation;should
share the responsibility in contributing to the welfare of
the world."124 Under these cifcumstances, Japan.began to
place- more emphasis on cooperation and ‘cchsultation with'

-other nations, but the very basic policy of maintaining and
-4

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. '
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‘promoting’good‘relationships with the United States and Asia
remained a top priority. |

Another important ten?iingémerging was politicizatibn
of economic issues.. As an American scholar, Robert Gilpin,
explains, governments by thelr nature ant to control ther
procgss of their econom;cg%growth and make .economlc
activities serve the pergeived interest of the state.
Howevér, the rapid advancement of high technology and
communicationv facilitated economic and 'social activities
across the continents and oceans in ra variety of ways,
making i£ possible for non-governmental actors to escape
political control aﬁd jump over the natioﬁal boundaries.13
Moreover, in a world where ;he United States became moré
self-centered, international eéonomic issues 1like trade
barriers began to reflect each nation's political concern -
over its national intérést, and made‘it more difficult to
deal with economic and political issﬁes separately.

Fof a nation like Japan emerging as an ecpnomié power,
bﬁt not a political-military power, these trends of
mﬁltipolarization and politicization of economic issues
were of primary‘importance to'its national interest; It was
thus important for Japan nof to be' "left behind these

A4

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

order to determine what its basic national interest was."l4
13 Robert Gilpin, The Political Economy of r
Relations (New Jersey: Princeton University Press, 1987),
p.11. - -

14 White Papers of Japan 1971-72, p.34.
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Tﬁe ﬁost frequently expfeésed cbncern'qf bapan;is thé
fear of{losing its\supply of_nafural resoﬁrces and other
vital pr('imary products, and the' sense of beirng a trade-
'dependent‘nation.AJapan was beginning torgealize that it was
going to have to deai with these concerns in a "more
cémplicated international en&ifonment, in . which  numerous
countries exert varyiné degrees of inflﬁénce on one
anotﬁefm"15 Yet, theiéwwas no specific policy proposed for.

the new era other tﬁan expanding intercourse with other

nations beyond Asia and the United States.

Jépan‘cbnfirmed itsrdeparture from dependence_bn the
United States for the first time, when the United States
uniiaterally announcéd its new economic policy designed by
the Nixon administration. International trade compefition
and conflict'ofvinterests among nations bécame;problematic
during the 1960s, as Western Europe and Japan, relieved by
the prospect of United States-Soviet detente, began to
pursue their own national interests more ﬁninhibitedly and
sometimes against the interests of the United States.
Finally, being deficit-ridden in both balance of paymehts
and trade, the United States had to give briérity to its oﬁn-
national economy and mounting unempioyment. The new U.S.
policy, made without any prior consultation witH other
adVanced'nations, suspendea the convertibility of'the dollar

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

15 1Ibid., p.35.
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‘The éignificance of -this surprise manifesto was that the -
United' States used its political perr/ té change; the
éxisting }nternational monetary and ecopémic sYstem. The
United States ﬁrésumed» that the European ana' Japanesé
currencies would  have to bé\\:ﬁ:;}ued as an 1inevitable :b
‘consequence of ité new polic§; hus devaluing the U.S.
dollar. The devaluation of the U.S. doliar would then
J’rectify‘what the United States”cohsidered’unfair exchange
rates favoring the.qompetitivenesé of foreign products.

Furthermore, no brior consultation took plaée altﬁough
these"ﬁeasures would have a seriouS'effeét_on ofher'nationé'
economies. The United States was able to carry out the new
policy uniléterally because of its preeminent political
power relative to other advanced industrial nations,'which
had few choices b to adjust themselves accordingly.
Nonetheless, for Jdpan, the Nixon Shock appeared as a
euphemistic way for the United States to admit the demise of
its uanestionab%e cpntrol over the international economy.
The following quotation sugéests the‘Japanese interpretation
of, and response td, the decline of American supremacy that
the Nixon doctrine indiciéfﬁ.

On Japan's part, it is indispensable that it abandon such
sentimental factors as dependence and antagonism [towards
the U.S.], and associate with an attitude of pride and
responsibility as a truly cooperative partner.1® _ :

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.
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elements that contributed to a shift in the JFapanese concept

of interdependence before the first 0il Crisis.

The First 0il Crisis and Recession in 1974-1975

The effect of the 0il 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 discu551on
of the international economy ofdthe.period. The o0il crisis
"was a turning point for Japan in %erms of its cencept of
interdependence. It taught Japan that the United States Qas
not the only nation on which the weight of Japanese foreign
policy should be placed. The process of this- lesson may be

analyzed in two ways, the immediate effect and secondary

1

effect.

- The Immediate Effect -

In October 1973, Egypt and Syria attempted to retrieve
their territories previously oecupied by Israel,- which
developed gnto tne Fourth War in the Middle East. The

D mﬁ
.O}:‘\izatj§

was formed to express the Arab poligical unity, and used an

of Arab Petroleum Expéiiigg Countries (OAPEC)
oil embargo against the Western advanced nations,
particularly the Unitiéistates and the Netherlands, in order
to induce a pro-Arab policy. Other members of- the

Organization of. Petrgleum Experting Countries (OBREC) soon

cooperated\with the Arab?bountries and took- full advantage

19 N
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of the economic dependence of many advanced nations on their

oil. .
7 .

- Among the oil-importing advanced nations, Japan was one
of those most sevefely\affeCtea by the 6i1 shortagé'prdblem.-
It .is a well-known fact that Japan has to import almost all
of its o0il, and 88% of its 0il came from the OPEC %guntries
in 1973. The impact of the oil criSis was, therefore,
tremendous in Japan. For example; consumer prices incfeaséd

by 24.5% in just one year between 1973 and 1974, compared to

5 s v
N
Y ¢ v,

11.7% in the previous yeagy;ﬂwhich was the 'highest among
major advanced nations.l7 Aliﬁbhgh we canhot éonclﬁde from,
this limited evidénce th&% Japan éuffered fhe most, ‘the
immediate effect upon the” ggzion was a response near to
panic. | )
When the oii embargo was announced, ‘Japan ‘faced a
critical decision, which had to be made with an independent
consideration ‘of ifs national interest. In spite of the
huge amount of‘its‘oil purchages from the OPEC countries,
Japan was classified as an unfriendly country of the Arébs.
Unlike fhe'United States, which was é large capital investor°
in the Middle East and had an’ enormous infiuence over
Israel, or the case of Great Britain, which had a strong
foothgld in‘the region since the colonial‘period; ﬁaiég\:ad
neither bargaining power nor cultufal ties which could have

facilitated more understanding with the Arab countries. The

17 Masataka Kohsaka, Shunpei Kﬁmon, Kokusai Seijikeizai no
Kisochishiki (Tokyo: Yuhikaku Books,. 1988), p.176.

b
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U.S. Secretery of State Kissinger had reportedly asked Japan-
.not to take-ény independent actiqﬁ, but Jepah eoon'decided
to take a pro-Arab stance, and'dispetched the Deputy‘Prime
Minister Miki to eig@t Middle Easfefn countries. There; he
. promised more economic and technologieal cooperationt in- -
order'to have the o0il supply resumed. For instanee, Egypt
reCeived $280 million in assistance for the reconstruction
of the Suez Canal; andiSaudi Arabia obtained‘seVeralrmajor
assistance grants for such’publie works as an oil~refinery

and railway construction.

The relationships between energy-importing advanced
pations and energy—producing developing countries had never
been so crucial before. Advanced hations as a whole had now
. become more and more dependent on oillas the primary energy:
for their economic growth. The share of oil among the total
primary energy resources in the major advanced industrial
nations had soared from 39% in 1966 up to 53% in the year of
the first oil crieis.18' Half of the oil demand was produced
in. the -OPEC countries in the latter year, which fen&eredi
the oil-importing advenced 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 ;ub-Arab policy,-they
remained anxious over the on-going conflict in the Middle

East. The reduction of oil production triggered a soaring

18 Ibid., p.177.
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of ‘the oil price from $2.5/barrel in _late 1972 to
\, $11.7/barrel in the spring of 1974, five times higher. 'Bqth

advanced and Ldeveloping> countries learned from the O0il

Crisis that economic products could beh-donyertéd into

political Varogucts. ]énd 'be"psed as a Améahé.‘to exert
ihfluehce'on;vqlnefable-coun£riés~like~Japan.

~In addition to. the ‘dipibhat}dg lesson,. Japah;s’-sélf-
consciousness as a small CQuptry'with'few natural resources
and its vulnerabiligy to disfuption‘gf énergy suppiiéé were
brought_ home. v Fof a 'resource—p?or country zliké' &apaq, 
energy_éonservation and déyelopment of.alternative energy
sources, which take tihe'and'endurance,‘were 2?t enbugh to
insure its future resource acquisiti&n.‘ While'continuingAto
‘strengthen ties with its resburce—supplying Efadipg
partners,‘Japan dealt Qith_its epergy dependence probleﬁ by.
sﬁreading its coﬁcentrated vﬁlnerability to more COuptfiesxg
outside of the Middle East region. For inst;nce, Japan
began to import méré‘oil from Mexico, Indonesia; and the
Communist and Socialist countries, which were also majori'
éuppliers of mineral resources to Japan.

~ The Secondary Effect -

The first 0il Crisis triggered an economic recession
unprecedented in the postwar era. As a 'resuit, the
principle of Japan's fgfeign policy shifted in 1974 from :

following the United States to reaching consensus with other

22



advanced nations harmbniously, and it remained the key basis
for the conduct ef'its diplomacy in 1980s. |
The 51gn1f1cance of this recession to Japan was reflected

in the increased frequency of high-level negotlatlons angu;3
conferences in whlch.Japan took part. | Therlnltletlon of
eeonemic summit heetings is symbollc fn _this Fespecé.
Internatlonal economlc issues llke trade, exchange rates,
‘1nflat10n, and problems of protectlonlsm were profound amoﬁg'
advanced industrial nations to such a degree thef they had
to Dbe dealt ;ith on a high-level poiitical besie and
contrqlled in a multilaterally COoperatiVe ﬁennef. ft seemed'l
Athe.role of government in the manageﬁent end control of the
inteénaﬁiohal "economy had expanded and  hence - joinf

governmental ‘operation - and confrpl';:were 'heqessary.
Nevertheless, | cooperefion ‘ among advanced . nations, was
accgmpanled by conflicts’ and frigtions because of each
country'e domestic problems and interests. - Since ‘a
goverﬁment usﬁally giQes priority tb its doﬁgstic interests,
the internatienal gooperationgquen'reqﬁifed concessions ahd‘
compromises. o

A nation's bargaining power coﬁhts"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
2 .

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

about the political or economic strength that it could use
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in the international bargaining process. Interdependence was

-~

" simply describeds as%the followingﬁ

Because the increasing interdependent relationships
among nations and the- complefity of their nations, ‘a country
is influenced by an iffcident in which it is not directly
concerned. ' .

\\

Jépan‘s ’ concépt‘ of interdepeﬁdence was passive; an
vinterdependent world was one where Japan was influenced by
other nations' moves. The absence:of attention to»ﬁhe impgét‘
of its own moves on other countries provides evidénce for
the.péséivity.chéracteristic. /
The hext éecti&n‘discusseS'the ﬁnfernationalization of
‘Japan‘s .economy. | This inéérnationalizatiOn- 1edv ‘to a
conspicuéus transfer of'Japaneée mgnufacturing opezgtioh'and
>financial institutions to 'fhe, United ~States and- other
" nations, increésing their seLsitivity to Japanese foreign

economic policy.

N

" III. Internationalization arntd Interdependence

' Internationalization is a goal that Japan has been

pursuing particularly‘ since 1985. It would not bef,an

exaggeration to say that’ the internationalization.of Japan

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

&

changes in its sysfem and behavio},'rather,thén a transition

to a mature economy. Internationalization has resulted from

19 White Papers of Japan 1979-1980, p.15.
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Japan s economic success and the idiosyncratic aspects of

- v

its socioeconomic system. As an Amerlcan writer puts it: -

: If Japan had not experienced such dramatlc economic
. achievement American decision-makers would not have been
particularly concerned about Japan's domestic practices. " If
. Japan's domestic political “économy. was 1like that of " the
U.S., the procedural changes associated  with. diffuse
reciprocity, which have been  at the_core of American
initiatives, would have had more 1mpact 20

The 1nternat10nallzat10n of Japan has three main aspects.
The first aspect-is-lts outward economic expansion.: The
second aspect is' the subsequent opening of what many non- -
Japanese con51deredathe closed\Japanese market Lastly, the-
‘third, aspect is Japan s effort to\cohtribute to world peace

! \ ' .

and stability by non-military means. - - N

The Glebaiizatien of the Japanese Esongmy

_ S o - -
A nation's trade surplus should ndrmari be a matter of
= . ' ' . B ’ : .
celebration for the nation concerned. When it is excessively

. / , , / ) ~ . A
large, however, it can be a source of trouble for a na 1oﬁ*s\\\\\;\

;;foreign 'economic po{icy,. and this has been the Case,'fgr
Japan since‘ the - late: 19705-' The worldwide econ
stagnation at the ~ turn of tﬁeA decade _stimulated
protectionist4atmosphere in the United-States andiﬁester‘
_?urope in order to'support:their domestic induStries-from\‘
the effects cf,foreign'competition. Japan, whose economy |
was v151b1y more expansive than other advanced nations

except West Germany, 1nstant1y became a ma]or target of this

20 Stephen’Krasner, "Trade Confllcts and Common Defense:

the U.S. and Japan," Pgolitical Science Quarterly vVnl.101,
No.5, (1986), p.803. , ' , .
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pfotectionist mentality. \Tﬁe Unifed'states, because of}its
sélieﬁt tréde deficfﬁ'witﬁlJapan, has been most aggressive.
in.pressuring Japan to reduce its trade sﬁrplus in}the name
of free trade and (from:the Japanese point of view)_in an
effort to divert aftehtion‘from the miSmanagemeht»of U.S.

macroeconomic policy.

Small chahges in the pattern of Japanese foreign economic

activities had already been taking place since the early
1970s, notably after the first 0il Crisis. The salient

protectionist waves noted above motivated or necessitated

~

" many Japanese to transform their economic behavior jnto one-

that would enable them to continue to make profits and

appease foreign pressures at the same. time. This

transformation involved the globalization df‘i?@ Japanese -

>

economy.

The globalization of Japan's économy ‘resulted from the

~desire -of many Japanese corporations to overcome  the

sevé;ity of the stagnant internat}onal economy of this -

period. It is- argued that international productidn and

finance are the two maj&r forcés ‘that have integrated the

and finance of the Japanese corporations made the natibp‘s
economy one of .the most active in the world. -

3 ¢

21 The Political Economy of International \Relations,
op.cit., chapters 6 and 8. : ' S
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Just as there are phases of economic development, there
are phases in the pattern of:investment, which is'generally\r
directed to the most profitable industries and places wherej
the returns are high and -secure, and there ~are ;fem°‘
restrictions or regulations.22 1In the case of Japan, more
than 70% of its foreign direct investments“were deStined for’
Lat1n America and A51a dur1ng the 19605 and early 19703.
The primary purpose waS*elther to secureva stable supply of‘
‘natural resources needed for Japan's econom;c growth, or tol
take advantage. of' lower labor cost withi relatively_ high.
productivity, especially in Aéia, or both.23 By:the end'of.

"

'the 1§70s, however many'Japanese were more concerned about :

-

rlslng protectlonlsm 1n the United States and Western Europe
in the wake of the worldw1de economlc reces51on than w1th .
- the energy supply problem. For the latter problem1 Japan

had aLready -initiated a 'successful energy o conServation

i
i

program A number of large- and medium-sized Japanese

companles were either forced or preferred to transfer their
N Y

productlon to these advanced natlons in order to\ forestall

L 4

protectloanm ‘ Western European countrles 'even//demanded

that Japan and other countrles establish looal manufacturlng

1nstead of exportlng thelr products.. For 1nstance, lesan
L] 4

began to produce automobiles in West Germany, and Matsushlta

Electric Company began to" produce 1ts VCRs- (V1deo cassette

|

' : |

-22 For example, it is said ‘that New York currently
satisfies all these three conditions for investments. .
23 As the wage standard in Japan rose, 1t 1lost its

comparative advantage in labor costs.
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recorders) in Spa1n and France.24 The 'globalization of.

‘productlon was also accelerated by the apprec1at10n of the

yen and polltlcal instabilities in Asia and the Mlddle East.

An increasing number of Japanese foreign direct investments
in production were, therefore, diverted to advanced nations,

making; the typical image of Japan exporting manufactured
: ¢ . R ¥ .

goods from home plants‘cSOmewhat obsolete. /

LY - . -

‘Unlted States—Japanese Economic Relatlons

The economlc relatlonshlp between Japan and the Unlted

* States gained increasing complicacy due to several new -

“features in their respective economic activities. Firstly,

the economic recession’during the early 1980s induced many‘

) corporatibns in the ‘United States to rationalize through

. international 1cint ventures and M&As, mergers - and

R »
vauisitions( or’by bVerseas procurements such as those of
automobile parts and”electroniC'appliance components. Many

- B ) P ’ o o
of the contracts. were mide with Japanese companies.?25

Secondly, as a natural consequence of the increase in import

"and © export  transactions, ‘the number of: financial-

subsidiaries of Japanese corpbrations increased sharply.

4 ) [

. The increase was notable after the liberalization of the

24 The pioneer of globaliZation 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 Gllpln, 40% of automobile components in the
U.S. came? from Japan in the mid-1980§. In his opinion, the
U.S. has ¥ become "an assembler of foreign components."
Political Econom of Internationa Relations, op.cit.,
pp.255-57. =

+
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Japanése capital market, whiéh<pegan,in 1979 and has been
pafticuiarly significant after 1985. Out of 104 sﬁbéidiaries
of - Japanese corporati&ns established »és of Max  1987, 

 excluding financial institutions like banks, 85 were
established after 1955, and 26 of them were in thegﬁpitéd
States. - The motivés are primarily the local finéncial
demands, §mproQémént‘ in the,~balan¢e sheet of thé: parent
réémpény, and avoidance Jof foreign egcﬁange risks;26_

In short, for many Japanese corporations, foreign‘ai;ect
“investment is a ;strategy "for market /expans}on wifhoﬁtﬁ
ekborting'their produéts; if'is the exﬁért of corporationsr

C.themselves. The 1local establishment;'of. sales agencies,:
fdiiowed by -that of prdduction fanqlsfinancial _faqili;ies;
'even their -subqontracéing‘}firms, are indicative of thé
nature of the‘élgbéiizationqu theﬂJaﬁanese economy.

- Thirdly, - Japén bedame anriﬁparﬁant financial backer of
the Unitéd States, Vﬁich ‘has -npw become a : huge - debtér
h§tian Iﬁ 1983, the‘Uﬁited_StéfésAwas a creditor nation of

-'.$150>billi6h; énd nO“ohé'suspecfed that it would ever be a
debtor.nat1§5: “ In thoée'?ears, the Reagan administration

‘was pUrSuingzits so-célled,Reaganomics in an effért to solvé
ifs.prade éhd)budgetary deficits, and had an absolute faith

r\ih it. ) Tak‘duts and greater goverpment expénditures were

eXpected tb.stimulate domestic demand in the United States,

A . 5 >
~which would, as a result, enable the government to earn

mdre tax revenues -and rectify its budgetary deficit’. These

26 Japan Economic Studies Vol.10, No.4, Summer 1989, p.82.
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measures | were also expected to stimulate domestic -
production, which W6uld' create .more jébs and promote
exports. In praétice,‘ there was a ﬁisealculation. The
government spent extrévagantly,‘.paffiéularly on defense;
which during this period was said to be» the '1éfgest

expenditure in the postwar period; the .domestic demand
increased »as expected, but this resulted in ihdreaSed
'imports due to the unexpectedly low rate of investment }n
production. Between 1982vand 1985, when capifél investment
increased by 25%, investment in manufacturing equipment rose.
slightlf by 8.5%, and investment in ﬂanufacturing facilities
such as factories even declined. The United stateé wés thus
more and more dependent on imports to meet the increase in
its domestic démahd, and on foréign capital to financefits>
budget, swelling the deficit iﬁ its capital balance. By the
end of 1985, the United Stétes had becqme the wqrld's
largest debtor nation.

On the’ other hand, Japan replaced West Germany as the key
supporter of the U.S. econoﬁy by holding wjtﬁe dollar aﬁd
buyingj U.S. Treasury bonds, as West Germany became less
willing to do so, though the latter is gtill an important
financial supporter of thei United States.»rAccordingly,' a
great deal of Japan's trade surplus with the United States
returned in the purchase of American securities. The
Japanese government encouraged companies to invest their

surpluses overseas where protectionism could easily rise
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against Japan.27' Thé introduction of such incentives as
inves£men§ credits énd the . high interest ratevin the United
States attracted - Japanese investment, rapidly increasing
the capital outflow from Japan into the Unifed States in éhe
latter half df 1985. In 1988, Japan's trade surplus Qith the
United States »was $5%.488 billion, but - at the same ~timé

. %
$59.260 billion went back to thé United States as long-term
, ) : i
capital investments, including the $36.214 billion purchase-
.of American securities and '$18.969 billion of direct

investments.

In spite of the serious defiéits in trade, government
budget and international payments, attractive oppprtunities
in the U.S. market for profits and other factors such as
political stability enable the U.s. goVernmént to continue
bornmowing foreign capital. It seems to imply that\ the
investor countfies still count on the futufe Fnd leadership
role of the U.S.reconomy. Pfesumably; otherwise théy'would
not have been ‘investing in thé/ United States. More
importantly, however, by investing in the United States,
other nations can sustain the U.S. economy, whicﬁ in return
is so vital to their 6wn national interests and the health
of!}he wérld economy. ’The collapse of the American world-'
export-absorbing powér wouid have a profoundly 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.
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undoubted;Q one of.the nétionsvthat would bérimmeasurabiyt
affected,, and therefore "has a signifigant reason for
sustainiﬁq a heaithy U.S. economy. More than 90% 6; the.
account of Japan's foreign tfansactions is settled in U.S.
5011ars. Trade with the‘United'Statés cutrently accounts- for
about 35% of its foreign trade transactiohs. Furthermoré,>aé‘
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

international society.?28
The triangular trade relationship among the United States,
Japan and Asian Newly IndustrializingvCountries-(NICs) is a

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

Appendices). Japanese industries are also_indirectly engaged
in busihess with the United States, which can be described
~as the following. Oon one hand, the 'largest amount of the
Asian NICs imports come fraﬁ 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% qu whose totgl 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.
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Table I. The Share of Trade among the U.S., Japan and NICs

in 1987 (%) s ]

"’ Export to: _ Impo%t‘from:
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 i 7 - 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

4

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

-

‘In contrast to the American eagerness for leadership,
Japan has not been very enthusiastic about taking a strong
initiative in the international community. It tended to be
interested only in the international matters that are
extremely relevantrrto its national economy. Such ldimited

%ﬁtte%tion;bf Japan to international matters has often given
otheflnations an impression that Japan's. economic strength

%

is not matched by its political conviction. - -

T ; $
’ . s
Intetnationalization and JJapan's Unigueness

Japan's foreign pg%icy in the latter half of the 19805
has two aspects, which are pfiﬁa facie contradictory:
internationalization and the preservation of Japan's
uniqueness. In adopting fhternationalization, Japan, which
had usually tended- to adapt to the given international

situation, stepped forward to participate actively in the
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international community. When 1t comes to matters whose

'1nternatlonallzatlon was unfavorable to the orderllness of
Japan's domestic politics and economy, preser&atlon OfrltS‘
uniqueness has often seryed as a/plaueible ekcuse to evade
internationalization. , - !

Internationalization is the ultimate form of Japan'e
" harmonization pollcy, which has been considered the only way-

for Japan to surv1ve in the contemporary world since the

flrst,01l Crisis. For example, it is pointed out in the Blue

~

Book of 1978 that: , : o

" Japan has no other choice than tob make persistent
endeavor toward harmony with other countries in order to
ensure 1its existence, because it heavily depends on the
international environment for its survival.

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 becone
increasingly demanding in one issue’afterranother. on the
part- of Japan, there was a realization of the importance of
making - clear what it could and coulo not do.3° In other
words, Japan  would consider external . demands, @ or
internationalize, with reservation~/that it was feasible

-

under its particular domestic circumstances.

T

29 White Papers of Japan 1978-79, p.7.

30 White Papers of Japan 1982-83, p.19. There was another
purpose of making clear the p051t10n. 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.
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During this internationalization -process, countless _

articles,japd books have been produced to analyze the

uniqueness of Japanesé“§6éiéty; either for promoting foreign .

undérstanding of Japah or forlcondemning the~Japaﬁe§é way
as- a deviation from iﬁterﬁational standard. of practicé.
Typicaliy, they point out that Japanese aré inélined té'Qraw
! line between "inside" and ‘"outside," Japanese and
foreigners, or home and other places. Such an inclination
presumabiy stems from the way many Japanese ére taught about
their nationality. Accofding‘to the instruction ethgs of
the Japanese Ministry of Eduéation,‘ a truly intern%tional
person 1is "avJapanese who never forgets‘the Japanese valﬁe
wherever he may be," or "a Japanese who can naturally
assqciafe with foreigners, and yet never forgets his
Japanese identity."31 fThis distinction is reflected in
Japan's conduct of foreign affairs which is premised upoﬁ
the notion that, given the reality of differénces, countrieg
can nevertheless co-exist and | co-prosper in an
iQterdependent world.

The globalization of Japanese corporations gervés as an

»

example of Japan's internationalization. ﬁMu%tinational
corporations like IBM and Nestle have tended €b operate
globally with regional headquarters making many important

regional decisions. Japanese corporations, in contrast, used’

* 'S
» ”~

31 Kazuo Kuribayashi, Kokusai Jidai to Nihon (Tokyo: NHK
Books, 1985), p.1l2. S .




to see themselves as ests, when they first'tréhsferred

-their‘p;oduction 6vefseas, and their deveiopment, marggting

-and fihéngiél pléns;were directed from'Japan. The trend for
Japanese corporations in the 1980s, hbﬁéver, is to

decentralize. Even Hitachi, Matsushita and Toyota, which

have prided themselves upon thei;\%“jﬁpanésenessﬂrmxare
beginning to realize that their overseas production is now \

beyond effective centralized control from their headquarters

~in  Japan. They  are now following other Japanese ._

multinationals like Sony and Seibu Saison, which were quick
to appoint foreign directors and adapt to local institutions
a long'time‘ago.32 The Japanese government aiso encourages
Japanese corporatigns ‘bpérating overseas té employ more
“local staff and behave more like members of fhé local
communities./ | i

In spite of this promotion of internationalization, there
is still a strong expectation domestically for foreign
companies to respect Japan's uniqué way of doing business,
just as the Japanese have begun to adapt to the'business~
fpractices overseas. Many Americans clain, however, that
such uniqueness makes it more ‘difficult for them:-fo -
penetrate and succeed in the Japanese market thah it is for
Japanese to do so in the U.S. market. ‘Compared to the
visibly- lafge share of Japanese products in the 9United
States ranging from toysr to high teéhnology products,

American manufactured products have a relatively small share

32 The Economist June 24, 1989, pp.63-64."
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in Japan. American business interests claim -that if only ’

v

the Japanese market were more open,, their products would
prove to be dompetitive. The Japanesefconténd that tpeir

SPe -0t e
méfket is open, because Japan has 'been one of the most

consistent followers df,the free trade rules zestabliéhed/by

Géne;al Agreement on Tariffs and Trade (GATT); and therefore -

these  complaints are unjustifiable. - In° other words,
Japanese products are arqued to sell well because they meet

the demands of consumers, and American products that do not

‘sell well are failing to meet consumers' éxpectations and in . _

some cases have yet to be improved in order to be truly
competitive. ﬂ
#Hevertheless, being inherently'vuinerablevto“ﬂmerican
pressures, Japan has promised on several occasions to -ensure
thaf foreign companieé have the séme opportunities i; Japan
as Japanese cdmpanies do.‘. In 1986, Japan signed an

agreement. providing for fair 'competition for American

semiconductors. However, this arrangement did not result in

a significant market success for the Americans.-The United

States now maintains that the traditional busineés'practices

and what it considers unnecessarily complicated economic

o

‘structure make the Japanese market‘impenetrable. It is for

&

this reason that Americans canno
A3

freedom of combetition in Japan that Japanese enjoy in the

United States. This American argument is discussed in

detail in Chapter 2. o
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‘'The Impact of the American Mass Media

To compliCate matters, misunderstanding and exaggeration
about the - Japanese market are often presented by the

American mass media and the [.S. Congress as facts.

For many, mass media reportage is the only:source of

E4

information, and the nature :of this is such that it can

unnecessarily excite the American public with -an image that

Japanese are buying up America piece by piece. A symbolic,~

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

of Columbia Pictures by Sony and the buyout of the

Rockefeller Center by Mitsubishi' Real - Estateés, which are

only a fractlon of merger & acqu1s1tlon scenes in the 0n1ted‘

R\ [

States.33 EVen though these sales were both of fered and

F ' o

1n1t1ated by -the Amerlcan companles, who wanted to. make a

safe and rational deal, the fact that they were takeovers of '

what the American mass media llke to refer to as Amerlcan
= 0= o atxsaeel

-icons inflamed emotional resentments and' fears among the. .

American public.34 Notwithstanding thg fact that Great
Britain is the number one foreign investor‘invthe United
States and actually has over twice as many aSsets in the
United States as Japan does, and the Neth\rlands rank as the
second major forelgn 1nvestor, these European actors are

rarely noticed. By the same token, when Toshiba was
v t

severely condemned by the mass media for v1olatlon of rules

sl

Do,

33 out of 170 M&As by Japanese corporatioﬁs in the first
half of 1989, 84 were with American compgnles :
34 Foreign flrms are barred from owning American telev151on

stations because of the potential for spreading propaganda._—‘
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3;' ¥ _byACOébM[ YanpenfahrikkAof Nerwayrrthe majorfbartner,in theﬁ

- o 'deal, was barely noticed; though it was equally guilt¥,35 |
;‘*th4 "M‘ Many American businessmen. and journalists would explain’
’ ’these seemlngly dlscrlmlnatory phenomena by p@/ntlng out

" /t'  that they cannot 1nvest freely in Japan (see Table II for a

-comparlson of d1rect 1nvestment of the two nations. ) They
- argue that they dQ not have direct access to the Japanese

market or even 1f theygdo, there are numerous regulatléns

‘to- clear 1n=%dvance, whereas they can freely invest 1n

K23
4

Great érltaln. - .

Tablg II. 1.) Japanese direct investment in the U.S. and
F2. le S..direct investment in Japan .
. -’ (#S of March 31, 1988) ;

i

_—— — ’ — . —
. 'Numbéﬁzofgcéses 1; ~ Amount (U.S. $ million)-
# . 4{%‘ ’ ) S —
1.) 15,573 ‘ ' 50,159
Y 2.) ' 6,245 T 4,010

| “Source: ,
Ministry of FLnance, Japan: An Internatdional Comparisor

(Japan Institute for Social and ‘Economic Affalrs, 1989),
p.56 and 58. . i

L7

'In the Japanese view,_these American businessmen not only

-
.1

fail to p01nt out the impediments in other Western European
markets, but also hlde thelr own fallure to have an
: appropriate strategy of doing business in Japan. Despite V

this possibility,” American businessmen can successfully

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

-

35 George R. Packard, "The Coming U.S.-Japanese Crisis,“
Foreign Affairs Vol.66, No.2, (Winter 1987-88), p.348.
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make their living by generalizing these exceptional cases

and politicizihg them.

2 -

World Oriented Goals ‘ Jﬁg
7 Today, _pressured 'by Lthe growing international

S L5 il v Lo

expectatlons of 1ts 1nternatlonal role, Japan<isfcoﬁ§jnced:;;

of its need to re-determine its national goals. For the

past five years since‘1985, itsfgoals have been "Japan‘that

'is Open to the World, " nJapan Living with the World," and’

"Japan Contributing to a Better World."
These goals have 1nev1tably'forced Japan to pursue a klnd

of internationalization d1fferent from its traditional one.

~Japan devotes its greatest  effort to increase its

disbursement of economic assistance, and Japan is now the"
L3 ' .

largest donor of official development aid -in absolutef
figures. The globalization of Japanese firms resulted in
seven hundred thousand new jobs throughout the world as of

N . o ) ) . L
1983, and moreﬂand more firms intend to dincrease their local

e
-

procurements 36 Japan s rmports of manufactured preducts,

have doubled to’ 50% of ‘the total  imports. Japan expects

7 —

"these kinds of results from the externalization of its

-

‘economy to contribute to the economic stability of the

world. Internally, Prime Minister Nakasone suggested in his
education policy for 1986 that Japan should welcome one

hundred thousand foreign students-~by the year 2000. = The

36 _The average of.local'procurement by Japanese firms is
;40% in advanced nations; and 50% in developing countries.

-
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objectlve of thls pollcy xs to/have a large number of young

people learn ,Japanese, and to have more_ Japanese' peeple o
;nteract with more,people from abroad in a domestlc éﬁttlng~'“

He also addressed the nation throuémaa natlonal broadcast

~

in wh1chl he,encouraged;the Japanese>consumér to buy more
1mported products " so ‘that the trade imbalance can be
rrect1f1ed. ) Companles are now- encouraged to create an

environment in which foreign Dbusinessmen can work

comfortably. -'T‘i'4 8 L '

. The Japanese government'> has introduced eight

comprehen51ve market-openlng measures .and programs dur1ng

k3

the past- Six years, startlng' W1th the External Economlc'
Measures of 1981 and 1nc1ud1ng the Maekawa Comm1s51on Report
of 1986.,Un11ke the series of prev1ously announced programs,

the Maekawa Commission Report pays 51gn1f1cant attentlon to .

L

1nterna1 1nternatlonallzatlon of Japan and the interests of
" .

v
o d

the consumers. More specifically, it proposes, flrst the
iy 'improvement of housing, working condltlons, and vacatlon,

s T
-

- and, second, the deregulatlon or relaxatlon of regulatlons
concerning d1rect 1nvestment 1mport and the dlstrlbutlom
‘system in Japan. Ev1dence of the 1mp1ementatlon of some of
‘these measures is 111ustrated.by“the fact ' that the Japanese
economy has beeﬁ 'transformed to a_vdomestic—demand—led
economy. In 1985, Japan had a GNP growth of 4.7%, 3.7% by

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

GNP growth rate was 5.1%, to which domestic demand

a
-
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S contributed 6.9%, while the contribution of external demand

3

> -

- | ~ decreased to -1.8%.
x Though ié is prematgre to make a conclusive evaluation:

<of these measures, it is appérent that thebstructural reform

required by Japan's internal internationalization is well

”under way. What the J&panese goverhment' contihues to
,-emphasize.to a great degree is that: | |

d 7 Internatiéhalizétion is not to damage thé beauty of the

"uniqueness and the. modernity of Japan; rather, it 1is to
universalize the excellence of its uniqueness. . ‘

Fox ,ﬁhis‘ reason, the government considers it a primary
'importahcei to promote mutual ﬁnderStanding with .cher-
nations in order to fill in their "perceptional gap and

misunderstanding abBout 'Japan that cause, compliéation and

By i
&

friction" in Japanese foreign relations.38xx

% .
» N
* =
o "' IV. Summary and Conclusion
. % &
K ,
’} w . N
H Y X . . - X
The historical review presented in this chapter clearly
indicates that there are  three distinctive periods in the.
dévelopment 6f the Japanese qgﬁcept of intefdependence.f
‘ o T N
First, wuntil the lateg 1960%Jkthe concept was used, in
3 ' essence, to obscure Japan's dependence on the United States.
~.F :

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

the 1960s, Japan became the second largest economy in the

37 Blue Book 1986, p.8.
38 White Papers of Japan 1986-87, p.23.
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) b Western bloc. Thls encouraglng accompllshment was p0551ble.

[

N

o

qply because of Amerlcan mllltary protectlon and the huge.

Amerlcan -marKetg' the former enabled Japan to keep its
g , \ 4

v

defense expenditure low. and concentrate on. its economic

wvgrowth thhout worrylng about its"security;, the latter

E

e

‘was. marked‘ékn» the ‘Blue tBook as a '"new era" that was

Y .

absorbed a. great portlon of Japan s exports. ,The‘Year'1965f'

¥

L= . . , . v

characterlzed ‘b§§"multipolarlzationiA and multilateral"

- B e R -

eooperatlon. Japan‘ cpnsLdered th1s period a a good'

¥

topportunlty to be more independent from the Unlted States.

v Ve

‘Sucqianmattempt was,’ however,plargely unreallstlc. Despute

L -

‘the lessening_credibility of deterrence and»the'diminishing'

potehtiality of a nuclear’uar; at the core of'international

4

PRENRS

‘,relatlohs remalned the U S. —Sov1et mllltary preponderance.kf

Fdr Japah the stablllty 1n the A51an reglon was and Stlll\‘ﬁ

*

is,» cruc1al to 1ts .economic prosperlty,' and the Unlted

States' presence was one of the most 1mportant stablllzlng

factors in Asia. Although the u.s. economy appeared to-be
N ! ~ -

,declining, it was still. the largest and very competltlve

‘economy 1n .the world There were tremendous ,opportunltles

.

1n the United States ‘for- unlver51ty educatlon and sc1ence

and'technology research, not to.mentlon.bu51ness. fAll these

" ties were too costly for Japan to neglect. Thus the

”‘relatlonshlp with the United States had to remain the top

»

t

priorlty in Japan's foreagn-pollcy. At this time, Japan was-'

psychologically‘ trying to be more independent from the
K L - . .

-

~
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United States while in reality entangling’ herself in an
inextricable economic relationship.%ith the United States.

In the meantime, anv am?iguous word became a_ popular
- political term in the United Statés: ﬁinterdependence;“
wﬁich appeared tg the Japanese as a convenient expression to
obscurg‘their sense of dependepce on the United Stafes. In
tﬁe Japanesé eyes, the United States indirectly admitted in
the Nixon Doctrineﬁof 1971 that’it cbuld no longer sustain
the freedom and democracy of the world alone, the liberal
.interndtional economy in partkgii?r, and, in effect, the
United States‘suggesfed the sharihb of the ;eéponsibility
among advanced nations. By calling their -felatioﬁship‘
interdependent; Japan wanted to take’ the oppqrtunity.'to
convince the (United States of Japan's importance to the-
United States, though the two were not in a symmetrical
relationship. i

Compared to the uée of "interdependence" in 1965, which.
merely had a trade-related‘7connotation, its use in' 1%?2
reveals a shift in Japan's U.S. policy. When Prime Minister
Sato and President Nixon stated the importance d{\)
inferdependehce bet&een their 'nations, Jépan not merély
confirmed its inextricably close. relationship"with tpe
Unifed States but also liberated itself from éhe obseséive
sense of one-sided dependence. It héé to be noted, though,
that Japan continued to be dependent on %he Uhited Stqtgs,

and Japan's concept of interdependence at that point was

simply a vague realization of the multipolarizihq
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international order and a more positive asséessment of its.

own status.

In contrast, by the time the first oif\crisis calmed down
in 1974, interdependence 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.

?Statéé but also 6n many other nations for her survival, both
advanced and developing nations, ;nd even some Communist
countries. The year 1973lcan be considered the wateréhed in
terms of the Jabanesé concept of interdependence. Prior to

1973, the concept meant wvirtually bilateral dependence on

the United States, whereasﬁkafter 1973, the term meant.

multilateral dependence on multiple countries. Japan quickly

set out to form closer ties with diverse nations, political,
. L ]

economic and cultural, in anf attempt to spread its

vulnerability. Furthermore, Japan succeeded in making

significant adjustments to th& changing international

5§

environment in .such ways® as , energy conservation and

"globalization of production in order to overcome its

vulnerabilities. &

-

As a result of the globalization of the Japanese ecohomy,‘

ed to be tolerant of and

Japan's trading partners, who

relgtively indifferent to invisible barriers against foreign

competition in the Japanese market, have become increasingly

-

intolerant. Yet, it was not wuntil 1985 that Japan

explicitly recognized that it is a globally influential
: ‘

nation %}thﬂthe consequent need to assume the kind of global

3
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respbnsibility that other Edvénced; industrial nations
ekéect.

" The United -States is particularly anxious in thiSE‘
regard due to its trade deficit with Japarm, which accoUnéed
for an_éxtraordinary 6ne‘third of the total United Stateé
trade deficit, bpt'also the fact that Japan recentlj!%ecame
one of the lérgest foreign investors in the United States,
The United States fears that it might lose control ov?r its
own economy, 1f these imbalances persist. In the next\

chapter, we will elaborate on the changes>in the American

perception of Japan in light of its concept of

-

interdependence.
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CHAPTER TWO.
THE AMERICAN CONCEPT OF INTERDEPENDENCE

In the last chapter, we examined the circﬁmstances under
Wthh the Japanese concept of 1nterdependence developed .. In
this chapter, an ‘American theory of 1nterdepende2ce is

introduced first, followed by a historical review of the

American perception of post-occupation United States-

Japanese relations in  light of its concept of
. i : . : -

interdependence.

I. The Theory 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 napion,vand military
force was offen the means:to that end. 1In today's Qorld,
partlcularly for advanced nations, the'goal is not limiEéd\
to national security; wealth “and welfare of a natlon s
people is also a goal of first priority. . Nations such as
West Germany and Japan, followed by the Neﬁly
Inddstrializing Countries, have rsucceeded ‘in _acnieving
dreater wealth and better positions in the world threugh

non-military means such as the expansion of trade. This
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makes the previous territorial /goal priority increasingly‘f

«

1

obsolete. 20

BehindAthis. new approach in/ a, nation's‘goal-setting was

the change in perceptlon of m lltary threat caused by the:

destructlon potent1al of moder weapon systems " The higher
/

the cost of nuclear war and the more certaln the benefltfof

/

trade, the less willing natigns would be to use force. Fhe, S

. . ) . . o ’
ever—lncrea51ng trade relations among® nations raise [the

—

questipn of the ut111ty of applying force against dne's
customers or potential cu tomers 7 ' In today's world where

nations pgre dependent upon their trade, such aggréssion will
o o A ‘ ;
discredit their mutual rust. It is also increasingly

difficult for a government ta .obtain substantial support
H ]
from its’pﬁople, who hqﬂeﬁbeen;‘after the two-world wars,

inculcated with views agout the virtue.ff peace and fhé“e%§1
.. S , 3 ‘ ; .’T
of war. It is, therefqgre,- very likely that a natioﬂ may win

a war‘in military terqé but lose economically in peéCeh
_"Interdependence"]hade its debut as a technicaH’term for
analyzing contemporafy international relations when Richard
S j

I3 .
N. Cooper wrote Thé Economics of Interdependenceé Econonic

POllC in the Atlantlc Communlt in 19%8. In’ h14 analysis,

Cooper 1ntroduced eccnomlc 1nterdependence as a Fonsequence

1 Territorial goals and use of force become relevant when
it comes to. a matter of life and death orl political-
ideological conflicts. They also remain relevant for some
regional conflicts, primarily in the Thj rd | World (for
example, in the Middle East). See Richard osecrance, The
Rise of the Trading State: Commerce and Conque st in the
Modern World - (New York: Basic Books Inc., Publishers,

1986), chapters 2,3,7and 8. ‘ : ‘ i
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of not only the expensionv of trade, but ‘aiso ﬁbf" the
internatiqnaliiatien~ and ﬁqvement ef. capitelz teenno}Ogy;
and labor, -which brought about a significent.ehange/in the
international econpm-’y.2

The most highlf acciaimed workl on the anaiysis~ of -

interdependence is Power and Interdependence; World Politics

in Transition, which was co-duthored,by‘Robert Keohane and

"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 Interdependgnce,

There are three main characteristics of an interdependent
world, according to Keohane and Nye:
1. minor role of military force;
2. multiple channels of contacts ahong nations; and
3. absence of hierarchy among issues.

To repeat a point made'earlier, the destructiveness of
the use of modern weaponry and its incempatibility with the
goal of economic well-being and welfare of a nation makes
the role of military forces relativelylpinor.3 A nation
cannot, therefore, necessarily use military threats as the
effective ultimatum in demanding policy changes of other -
2 Tadashi Kawada, Kekusai Kankei no Seijigaku (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
Organization Vol.41, No.4, (Autumn 1987), p.727: :
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nations due to the potentially adverse effects upon its. own

nation.

in contrast to the world of the realism, in which the

£

interstate channel. is the only 1mportant connectlon ‘nations

are 1nterconnected by numerous channels in an 1nterdependent

world. = There are, transgovernmental - and transnat10na1
contacts .that are equally important and active, ‘and
sometimes more influential than 1nterstate contacts. The

authors mentlon mult1nat10na1 corporatlons and banks as good
examples of non-governmental, and often informal connections

among nations, wh1ch have become a normal ‘part of forelgn

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 .

rather than that of thekbublic national goals.4

" The issue of security no longer dominates the agenda of

foreign relations in a world .of interdependence, as former |

Secretary of ‘State Henry Kissinger described in 1975: .

A new and unpreqedentedvkind of issues has emerged. The

problems of energy,; resour@es, environment, population, the-

use of space aﬁai the seas now rank with questions of
military security, 1deology, and. territorial rivalry, which
have tradltlonally;made up the dlplematlc agenda. Lo
Thus there Is an absence of hlerarchy among dlverse issues

in an 1nterdependent world .when a ngtlon s foreign policy

¥ - ’ N mai
is formed. ‘ i
4 Robert O. Keohane, Joseph S.. Nye, Jr., ow. _and
Interdependence:: -World Politics in Transition - (Boston:

<

Little Brown, 1977), p.119.
5 "A National Partnershlp" Henry K1551nger s speech at Los
Angeles, January A, 1975 1b1d., P- 26. +
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Two other characterlstlcs arise out of 1nterdependent

relatlonshlps among natlons. F1rstly, economlc and soc1alm
issues very  often overlap forelgnffand domestlo‘ lssues,
, 1nvolv1ng a countless number of dlfferent 1nterests w1th
dlfferent goals For this reason, it is not SO 51mple for a
lnatlon to d351gn a coherent and con51stent forelgn pollcy as
in the realist assumption. Secondly, the d1vers1ty of
lssues provides ‘a nation’ mith more available.,bargalnlng |
choices, from which the state can choose which. issue to
emphasize.and which-to-ignore. It is a‘new'opportunity'for
both large and small nations to achieve more favorable
conditions = for  themselves through concessions  and
,compromises;6' | )

Sensit ivity ang Vulnerability

ﬁations are ever more 'interconnected in an extreme
intricac; in ghei world of ‘tecday, but Keohane and,’NYe
emphaticafly 'di%Finguish : "interconnectedness"A | from

"ihterdependenceag ‘In an interdependent ‘relatlonship,
nations Can either dellberately or un1ntentlonally 1nfluence
each other by changlng their p011c1es and behav1ors. The
response bis categorlzed -in two types, sens1t1v1ty " and
vulnerability, 'accordlng to the degree of cost ‘and7
constralnt that a natlon w1ll have tco incur as the result of

.the changes in another natlon s pollcy‘ Sensitivity is the

~liability of costly effects imposed from outside Qefore.

6 1Ibid., p.114. - -
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’policies are altered to try'to change the'situation, whereas

'vulnerability 1s the llablllty to suffer costs 1mposed by\

external events even after pollc1es have been altered 7

The authors dlSCUSS the two types of respon51veness by
4using a comparison of two .natiOns: that import the same
percentage of oil in their respectivé total consumptionrat,a
time of shortage of imported oil. Nation A canralter its
policy to increase its domestic oil production so that the
shortage can be filled, whereas nation B does not have,a
domestic means or any other choice tovsubstituterfor the
shortage, - In this case, nation A is hsensitive“~to the

change in policy of the oil-supplying country, but’ nation B

g
&

is also "vulneggable" to such a change;s

The authérs point out that "[asymmetryf iSVWhere the
heart of the political bargaining process of interdependence
lies."? The ChanQes in a policy ¢can be designed ‘either
directly or indirectly to influence a’particular nation(s);v
or it can he unintentional. In the fofmer case, a nation
takes advantage of the asymmetry of its interdependent.
relationship with another nation;'that is, the asyﬁmetry of
the 9ther nation‘s vulnerability'in'a particular issue area.

In this way, being less dependent;'or less vulnerable,rcan

be a source of power to influence other nations.

7 ®bid., p.13. ’ ®

8 In the real world, nationmA looKs like the U.S., which
adopted a "Project Independence" policy after . the oil
embargo of 1973, while nation Bgis like Japan fac1ng the
same incident w1thout alternative choices.

9 Ibid., p.5. =
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Interdependence among, adVanced,nations.influencing'Qné

: . ¥ y s B
. . i -

another binds them ‘to such an extent that the smooth

opérati&h of the internati;nal ecohomy becomes..critical 'to
the stabilization and healthy expanSion of each‘idomestic
economy. Ideally, the ﬁations concerned bggin to share a
certaiﬁ reSponsibility' and leadeféhip in‘ sustaining tﬁe
internatioﬁal econoﬁy} Matters such as stabie exchange
rates and rectification of trade imbalances‘are‘ considered

£y

collective wobjectivgs to be . accgmplishéd ‘through
‘international-cooper;£ion. In an interdependent world where ’
no hegemonic or predominant power has the éapabi}ity‘ to
bring ordér into thel interﬁational economic system by
itself, multiple 1leadership emerges in intérnational.
institutions and participating natiops jointly conduct
sur&eillancé over the system. A mu}fiple leadership puréuihg
collective objectives produces a ;et éf common rules, which
facilitate the management of. interdépendence, 'qnd each
" nation bégins to coordinaﬁe:“its foreign ‘and  domestic

policies in 1line with them. Subsequently, the ‘nations

gradually 1lose their autonomous controls and sovereignty - -

over their economies. As a result, their economies will
eventually merge into one common framework.

Su?h an economic integfation ‘may lead to a politi¢§l
integration, providing certain requirements are vmet. ‘The

requirements include common institutions, coordination of
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.policies,‘and common identities and ioyalty- A~ndhbefi?f o
large andv'small international institutions exist in «Ehsff
7 WOrld today, in‘which‘member nations share'responSLhi}ity
and common goals. Theyvhave also made policy cobfa;ﬁaéioﬁ a
7commonplace.: As regards the third.requirement,‘howeyer:
the .authors doubt its realiZation. inf the Hnear foture;
because the conflictual aspeét of increasing interdependence

has stimulated nationalism in some nations.10

-, This brief, review of Keohane ‘and - Nye's theory of

EEN «

. 1nterdependence 111ustrates 1nterdependence as a condition,
11n whlch a natlon has an opportunlty to exert an 1nfluence
‘ron others by changlng or threatenlng to change a certain -
condltlon, of the relatlonshlp between them that isr too
costlyafor the latter to break.‘ Interdependence is also a.
”prhase of the hVWOrld in transitlon, a tran51tlon from,/‘a
group of separate and 1ndependent nations to an 1ntegrated

whole under - a certa1n common system

iI._‘C angi American View towards Ja

President'Nixon made his memorable comment in 1969 that:

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

-

10 This observation is made about the relatlonship between
the-U.S. and Canada. As thelr economies became increasingly
integrated, canadian natlonallsm was stimulated, making it
less llkely that political 1ntegrat;on would take place.
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Marsha%l Plan, we thought we knew what was best for everyone
else. : L

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

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

international relations was over; and second, it was;highr
‘-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 1ts

unfavorable balance of éi;ments and even its domestic

'

problems like inflation_ .and unemployment were attributable
‘N
to its external respon51b111ty to secure the political =+ .

stability and economic recovery 1n free nations of the ?
kwest 12 ‘

It is generally argued that the -~ postwar ipternational
system operated without any 51gn1f1cant 1nstab111ty, as long
'as_the United States was the predominant power in the'free )
’Vworld; providing' a nuclear umbrella and maintaining open -
markets. Now that, the recoveries of the once-devastated@h

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 Intér American Press
Assoc1ation, October 31, 1969, .President's Public Speeches
1969 (Office of the Federal Reglster, 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
concluded that the U.S. had a disproportionate burden -~
abroad. U.S. International Economic _ Policy in - “an
Interdependent World - Repo Submitted the Preside by the

 Commission on International Trade and Investment Policy

Vol.1l, (Washington: July 1971), p.7. .
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easy for the Unitgd Stateé to maintain its" relatively }!'
undistgrbéd contfdl over international affairs./Wegt GérmAny"
refused to continue its'supﬁoft 6f fhe_tfohbled,aollafﬁand
decided to assume greatef monetary Ieaderéﬁip' in_ fheﬂ”
‘European Community. Then, in 1975; followed the oil emb ddﬁ

——

by the ,Arab oiliprbducing countries that caused_

“first
0il crisis. " For the first timg invtﬁé postwar period, _q,s.
?macfoecqnomic \policy and its economic - well-being ';ere
substantially affgcted‘by actions of foréigh govefnméﬁtsll3 f

-

shift from Paternalism to Partnership’
Regardless of its‘powe:‘posiﬁion,_fhe U.S. has been a .

strong believer 1in democracy. Containment of Communist

expansion to savé the "free’,world"; has ‘begn its .hission
siné the end of the last war, SO>iong as it was in the’
iﬁqéiest of the United Stafes.y  American ]muléinatiqnalm
cdfporations‘ and the Aﬁerican  fofces helped "to maihtaip
American leadership in the ﬁest. The former .iynctioned to
strengthen foreign ’ ecqumie§:i’in thé ffee wo:ld’ by
demonstrating their téchnolo;;\\and' managément as -an

[

“alternative to the Commuqist>/modely the . latter were

stétioned in strategibally critical aféaé to férovide'

security édainst potentiaj ~.external 't eat.1l4 ~It was”~

%

crucial for the United 'étateé to ¥rovide ~Japan' with

ecoromic ap? military’protectiqﬁa' _recreate it aévt

13 Political Economy ‘of j tions, op.cit.,
p.345. .o ' N ;
14 1Ibid., p.243. -~
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an essential ccﬁnterweight to,fthe:,Communist strength‘jin
ASia. - . . " - } B he " I : . p)

. . .:\5\% o.
- .To repeat an 1mportant p01nt made in the previous

’chapter,"~ thE‘ Unfted .States—Japanese relationShip in -the

early pgstwar perlod was extraordlnary in two ways -Fayrst,

<

Japan needed to keep ,1ts mllltary capac1ty smallj and

4

‘-therefore Japan had to depend on the United States _even. 1n

o

terms of ‘conventlona1~_self defense eSecondly,, unllke

Western Eurdpean natlons,‘whlch -are: not separated by‘waters.\

. and - were - 51m11ar1y advanCed at that’ t1me,a Japan was an .
~ s

( reVLew the paternallstlc era. : S

- -~ ) v i . B . 7 3 )
» .- Paternalism - - S . Dt S

Tmajor tradlng partner

LT -
S

LR

1sland3country¢/33cse nelghbors were the two grant Communist -

'.powers and~thcse that wefte less_develcped than,Japan.;In
B PR ) - . Y '___._

£ ’ "Q

_:that‘ had the capablllty to.- be Japan s rellable ally angd

- * ..

’ e L N
: - % e
. £ o7
Cee . .

‘e,
L

&

. 'this'per’iod the United States was: .the oiqu pi‘ajcﬁ na:ticn“?

..

- The sh1ft frpm paternallsm to partnershlp took.pIace as a‘-:

te o

J:

consequence of Amerlca s- Jsense that the cost of 'ats

Lo

the beneflt the Unlted States galned..-Befcre addres?&ng the‘#ff

assumptlon of Lnternatlonal reépon51b111ty was hlgher than |

,n"\;

nature of the evolv1ng partnershlp, 1t is appropriate§t9%°

n ' .. - . BN

- . 5 v

- - - -

'By71948 Japan s 1ndustr1al productlon rate had reached

\’r

@

only 50% of that 1n the 1930s, and the prlorlty of the'

occupatlon goal was«changed from democratlzatlon to-economle

rECoyery It was extremely 1mportant for the Unlted States

. N ’
I . Lot L. Fl

Ca .o ‘*5'7" - o > .

&
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to help to accelerate the”improvemeng of Japanese industry
and standard of liVing@to make Japan a strong antiQComnunist

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

Japan, "a nation of 90 million industrial énd. inventive

people," it would be compelled to establish ties with
Communist China and the Soviet Union.15

- Presidential sSpeeches in the early ‘postwar period

B d

indicate that the United States was fully aware from the

4vefy;outset that Japan had to trade. to live. Its ideal

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

needed raw materials from the Asian nations, which would in

H

return import finished products from Japan. Practically

speaking, however, this relationship was expected to take

plaoe'only~at a gradual pace, and, as Eisenhower said in

-

1959; thene had to be more free world outlets for Japanesej

- -

'products He went on to say that:

Japan does not want to be compelled to become dependent
as a last resort’ upon the neighboring Communist empire.
Should she be forced to that extremity, the blow to free'
world security would be incalculable. Her industrial power
is' the heart .of collective effort to defend the Far East
against aggre551on

) A .
" Japan's economic recovery was, after all, an: integral part

"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 Speeches ‘1956, p.424. \
16 Address at the.Gettysburg College Convocatlon, "April 4,

1959, ‘President's ‘Public Speeches 1959, p.314.

-
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- - Mature Partnership -

&
~In econogii%terms,the bnitéd'states censideredftfede as
theﬁwégyéif; a dﬁrable fapenese economy, with ,attendant.
benefits to the U.S.\domeSticmeconomy.,.The United States
intended to 'buy more from Japan so that Japan?coplé'earn
dollars to buy ﬁofetfroﬁ‘the United States, which in turn

would create jobs in the*United States. 1In this way, trade

would enhance a "mutual advahtage »betweeﬁ tthe two

nations."17

-~

In general, the idea of the Marshall plan was still the

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

Although the felative burden of the United States.eventuallyv

. became lighter across Asia and Europe, President Johnson o

continued to tiﬂr about "taking care of [Western Europe and

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

its ability to»prev%nt'conflicts from starting and remove
its causes. A shift to partnership was, thefefore, still

nominal and rhetorical at that time.

R

-

President Nixon was the first U.S. president who not only
expressed the de51rab111ty ﬁﬁr a shift from paternallsm to
partnershlp but actually ‘put it- 1nto practlce. At an

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

=

4

17 1Ibid., p.315.
18, Remarks at the Filmed Conversation of the President and
George Meany, AFL-CIO President and Chairman of COPE,

February 2, 1968, President's Public Speeches 1968, p.152.
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' The fastest rate of growth in the world is occurring in

" the non-Communist Asia, - namely ‘Japarn,. South Korea, Taiwan, -
Singapore and Malaysia, - and regional pride and a sense
of "Asia for Asians" are becoming major factors..... The U.S.

will continue to .be a Pacific power, but as far as the
problem of international securities are concerned as far as
the prpblem of military defense, except for: the- threat of a
major ‘power involving nuclear ‘weapons, [the U.S.] is.going
to encourage and has a right to expect that this problem

would be: increasingly handled by, and the rgsponsﬁblllty of -

1t taken by, the Asian nations themselves

In br1ef, the United States would prov1de its Asian allies
" only with an»ultlmate nuclear umbrella, while expectlng them
to be responsible for conventional warfare. In OctoberA1969;
the President expreSSed his'wish’that the Unitedlstates and
dther advanced natlons of the West coﬁld achieve 'mbre
"mature partnerships, in which all voices are heard and none

is predbminant."20 Flnally in 1971, the Unlted States

unilaterally put its policy into practice. .

President Nixon proposed in. his report to the- Congress
that, in sharing responsibility with - Western Europe and
Japan, the United States participation would remain

"crucial, but only as a weight, not the weight."21  He also

~strongly emphasized the necessity of negotiations at the

highest political level through a joint initiative of the
United States, WesternvEurope and Japan. Heiexpected that
such a jointlinitiative would‘provide direction and monitor
the progress.' .

19 Masahide Shibusawa, Japan and the Asian Pacific Region

~(London: The Royal Institute_‘of’ 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. Foreign Policy for the 1970s: A report to the

Congress by Richard Nixon Vol.1, (1971), p.10.
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In his report to tﬁe CongreSs, the President specifically

noted his view towards Japan that:

Secured by her alliance with the U.S., Japan can engage
itself ' economically and diplomatically in many hnew
directions “independently, without fearing for [its] security
or béing feared by others.... The nuclear umbrella and
alliance provide a stable framework for ‘the evolution of

Japan' s pollcy

As long as the Soviet Union was considered the, potential
enemy, American protection was the main contributor to
Japan's .growth. In economic terms, even a minor slack iﬁ
the United States would have a serious effect upon Japao.
By the early 1970s, however, their growing economic
interdeoendence made an observer say that the reverse wee
also true.?3 Upon the recognition of _this aspect of its
relationship with Japan, the Unifed States began to
carefully study its Japanese economic policf. For example,
what kind of negotiating posture;would,force Japan Fo 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 imports‘.24 Another approach was

to pressure the European Economlc Communlty (EEC) for more

llberallzatlon of 1ts market, The EEC's protectlonlst policy

was thought to directly contribute to the inhcrease in

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

22 1Ibid., Vol.3, (1973), p.38. ,

23 James C. Abegglen, ,vice president of the Boston
Consulting Group, "Dynamlcs of Japanese Competition," U.S.
- International Economic Policy in an Interdependent World
op.cit., Vol.2, p.193. ' ‘
24 1Ibid., Vol.2, pp.165, 181.
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EEC imports': were from Japan, \(or 6% of total Japanese

exports), while  15% of that of the Un1ted States was fromL,,'

Japan whlch was 30% of the total Japanese exports.2§

L . N -

The Impact of the 0il Crisis on the U.S. Japan Policy

The 1973 Oil.Cfisis was significant in that it added

"AseVerity to the problemvof the American view ofaJapan. Ina.

i report by the Subcommittee on Asian-Pacific Affairs, the
4 U S. Congress articulated that Japan wanted "the two best
p9551b1e things in Ithe world: an inexpeneive nuciear
umbrelia and the extremely iarge Ameriean market."26- In the

American eyes, the o0il cut,frdm'the'Middlé East appeared

 more serious to Japan than the Soviet threat, and the -

politics of résource control seemed to make Japan commit
. 3 7 | |
itself to t; certain policy position. Advanced industrial

4

nations had not even conceived up until this time that Japan'

L3

' could, or .woﬁld, taﬁ% such a definitive position. The

United States’considered the year 1974 -a crucial® year , for
. . » . % ’ .
- Japan to maK%~up its mind to choose among cooperation with

-China, the,Soviet'Union, and the Middle East in terms of the:
. - - ) ®

. : 4 X “s
. supply of.o0il. China had an abundant reserve of oil but did
. 0 . .

not have an -adequate€ technology to extract it.. The Soviet.

: . . _ : %
Union was more 1likely* to be Japan's  partner, and to

cooperaté with Japan in the%ﬂeveibpmeqt of gaf and oil ip
] & ® i 3 ’ ; A
B L]

25. Ibid., Vol.l, pp.214, 219.

26__0il and Asian Rivals. Hearings 93 Congress, Subcommittee

on Asian Pacific Affairs, House of Representativeq Committee
of Foéreign Affairs. (Washington, 19%74), p.87. - | <

& .
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Sige?ia. Yet, tﬁéfe was littleaproéﬁect that such a,joint":a
developmentrwould produce a sufficient amount-offénérgy‘ih ff'
éZe immediate future. = It was concludeg;,tﬁerefore; that.
Japah Qas,goingwto hévé fo_develoéyarpew.relatiOnShib wiﬁhﬁ

the _Middle East and -Asia ,without ' jeopardizihgn its

relationship with the United States. The Congress was

‘convirniced that the announced shift ‘to a mature paftnership

did not stop Japanese political 1leaders frém lookihg upon
the United States as "an immensely rpowerful" couﬁtr? in.
economic, po}itical and military termsf27f

Japan's vulherability in energy supply exposed/by ;he 0il "
Crisis gave the‘United:States anothér’oﬁportunity to démand_.

that Japan should make more effort for, its own security. The

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

. it . was no longer a. question of offensive drmaments, but

simply legitimate defense of a nation's vital foreign energy

fe £N

= -

supply.?8 , ' ; - >

~

L

21
Yy

Rationales for Interdependenég. -

, . o ,
In 1971, the U.S. governmeht published “an important
B v : b
© o) s :

three-volume report 3f UV.S'. f».oreignc"‘ e:cdnomic 'policy," The.

U.S. International Economic .Policy in ahﬁuInterdeDenqgnt

o
B

-

World. This report discussed the changing relatithhip among
the U.S., Western Europe and Japan, in which the Hnitedﬁﬂw

States faced <critical - choices: whether the Eurapean

&

27 1Ibid., p.36.
28 1Ibid., p.121.
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Community and Japan wou 1d accept their respon51billt1es,<

whether the Unlted States couid evolxe w1th th@:EC and Japan f

a sound 1nternat10na1 monetary systemgﬁecohcillng domestlc;h~r:

3 ¥

'aqd 1nternatlona1 economlc objectlveSa _ In 1@?4 the U S

'ngress presented another 1mportant analys?g Q il gng
3 h

A_lan—Rlvals In thls an%1y51s,9the trﬂangular relatlonship,
: : L,”, .

qy,the "tr1ad of the Unlted Stages, Westarn‘Europe aﬁﬁ

apan which are the three major power centers of the world%ﬁ
. e

3 Y
as dep1cted as the most cruc1a1 in the 1nterdependent world

f )
of coming years.29. These reports lndlcate that— both the

U.S. government and Congress held it clear that 1t was in
the interest of the United States to promote the triangulq;

.- P . 2
interdependent relationship. In sum, the concept of this

’ interdependent relationship: was based on four rationales:

2

= 1. ‘Major policies adopted by -one partner’withoutvdue regard

for the . interest of others have potentially disastrous
consequences for the operation of the international economlc
system, in which all are integral parts; . -

‘

2. The ultimate goal of the promotlon of the trlad is to
create a free trade area encompassing the three most
1ndustr1allzed advanced power centers; '

!

=

s

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 the1r llnks with the U.S. affects
the future of these nations; and

o

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

" other areas of common interest. -

29 1Ibid., pp.125-128.
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'rearmament had served as’ an excuse for Japan S, reluctance to

spend more on =1ts securlty The Amerlcan perceptlon of

aaq;erdependence pronded the Un1ted States with its good

reasons for pushing Japan for more »defense, effort  a dL

economichpncessionsu 7 ’

@ . . . : bt : . ) N i "&"-

= g - - . ’

III.. The Issue of Japan's Security B RS

e, _The'United.States-agrees‘with Japan on the fundamental

t
it

T - .

- . -
C B, ° : -

= 7 i

- F

-k the famlllar reference to its const1tut10na1 eéemptlon and a-

, potent1a1 negatlve reactlon inAsian nations agalnst Japan s

point that "the problems-of peace and economic well belng

A 2

karé" 1nextrlcably 11nked; peace cannot‘ ex1st wrthout

prosperity and . prosperityrcannot exist without peace-."30

There is, howevep- one ma]or dlfference between the Un1ted

States and Japan 1in terms of the means to enhance world -

-

%The last two of these rationales are particularigf

lndlcatlve of the Amerkcan view towards Japan : For years,

1 é

peace;]'Whlle Japan‘seeks‘tofemhance world peace through,‘a

friendship, mutual,nhderstanding and economic cooperation,

L Co N . - : 2l

the United - States: never .leaves -out the importance of its
T ) f 3 - ’ T ! 2,

contribution to world'security, President Ford decidedly -

i P . h

stated in 1974 that: b . L ) -

- . ) % .

30 President Ford, remarks at a Japan Press Club Luncheon,
November 20, 1974, President's Public sgeeches 1974 pP. 637.
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'Strong defense is the surest way to peabe. Strength makes\
detente .attainable; weakness invites war.-<-

This does not mean, that the United StateS“maﬁé“light of

" economic stabilit&; oh the contrary,.the United Stafes waé

'still the largest; donor of economic/assistancé in the world.

Wﬁat it meant was at, for the"United Sfapes, deﬁense aﬁd

economic assistance were two‘separate means towards the séme-
goal.

It was not, however, until the. Soviet invasion in
Afghanistan in 1979  that the U.sS. pressure' for Japan's
assumptioﬂ of greater §ecurity responsibility SécameYStrong
and direct. Befdre'the-incidgnt, the Unitedvstates largely
left Jap‘an to decide for itself what it wanted to do ‘in
defense; becaﬁse 1. the Japanesé defensé base was %o sméll,
2. the United States knew fhat .defense was a sensitive
‘political issue in Japan, and 3. the early 1970s was colored
by hopésiof detente.’vFor instan;e, the Nucleéi Test Ban
Treaty and Nuciear Pro;iferation Prevention Treaty were .
éonciuded; and Presiaent Nixon and First Secretary Brezﬁnevlv
signed- the first Strategic Arms Limitation Talks (SALT) in
197;. The United States did only-little more than vaguely
urging Japan, mostly through Defense Department channels, to

v

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

R

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.
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Politically we shall remain eﬁgaged in all regions. In
the Asian-Pacific area, we shall preserve a strateglc and

economic presence consonant with our large and .growing stake

in the .region. This requlres a w1den1ng of our cooperatlon
with Japan.32

In May 1979 when Prime Minister Ohira visited the United

k3

‘States, the two: heads of state enunciated a "productive

partﬁership," in which they ‘'share .political ‘and Veoonomic
idealsiand responsibiiities in world affairs. Oon the same
‘occaSion, President Carter .weloomeq the effort the Japaﬁese
government had made‘in ihcreasing governmeﬁt procUrements;of

i}

offensive equipment from the United . States and financial

support for the Amerlcan forces 1n Japan 33 . In an interview

with the correspondents of NHK the - Japan Broadcastinc

Corporation, the President made a subtle remark on the issue

of Japan's security.: ~He said, "defense commitment is a

domestic matter, a decision to be made by the Japanese’

people. We trust your’ﬁudgement»and we have full confidence

bin YOU:"34

The Soviet invasion of Afghanistan being the turning
point, the United States began to show its high 1level
interest in meaningful Japanese self defense efforts. U.s.

officials publicly and strongly pointed out the inadequacy

32 Assistant to the President for National Security Affairs,
Brezinski, before Japan Society of New York, April 27, 1978,
The U.S. Foreign Policy 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 Speeches 1979, p.761. ‘@

34 'Question-Answer Session with NHK, June 20, 1979, 1b1d.,
p.1107.
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of Japan's - defense efforts. In the beginning, the focusj.
- »

was on the GNP .ratio of Japan's defense expgnditure;a Ih the

American opinion, Japan was not raising its defense budget

T

sufficiently in accordance with its GNP growth 35 As the

‘_Reagan administration took office, it adopted the .sane
strong stance, .but not. on such;statistical indices as then

<
.

GNP ratio ~Rather, it adopted a policy of discuSSing

defense cooperation on the basis of roles and missions.

The U.S. defense policy for the 1980s was to ' consolidate
and integrate its alliances with NATO, ANZUS, and Japan.
Secretary of State Weinberger met Japanfs'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 Reagan
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 Japan

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
. - - .. &

.
-«

35 From Japan s standpoint, its defense budget had grown 8%

annually in real terms during the 1970s. :
36 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.
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of 1,000 mlles, and for further alleylatlng the flnanclall

burden of the American forces in Japdh

- f

At flrst, the Un1ted States seemed to comhendeapan's.f;
increasing awareness of the need to play -a greater tole 1n.f'

its- own self- defense. A U.S. off1c1al quotéd in- hlS a

statement a part of the Blue Book 1980 of Japan sgforeyg_;

¥

Affairs that said: - Ah ',

Internatlonal relations are no . longer consldered a glven
condition for Japan, but rather something which Japan should

help form.... Japah must make a.difficult ch01ce,,and even
sacrifice 1f necessary.... For_thls end, it is important, to

strengthen cooperation-and sol darlt w1th free natioi s of
‘the West (emphasis’ added)"3 Y RN K . _ , ’

The United States took- note of 1t as -a 51gn1f1cant 51gn of

Japan s commitment- in undertaklng a- certaln respon51b111ty

i.

-Before long, however, the Unlted States was . dlsapp01nted

with th%' pace and 1nadequacy of the 1mplementatlon - of

Japan's determination. Flrst,zthefrole that,qapan announced

it would adopf’could not be carried,out‘atVthe;currentilevel

’J’ . o o 3 . . . . . 'A . .- 4 .‘t .
of srze'éagd mpdernlzatlon of its ‘air and naval forces.

&pother U.s. off1c1al reported that Japan s Self Defense

" Forces could not sustarp.Japan s army dlvisﬂons, destroyers,"

v .

and tactlcal alrcraft 1n combat due to véry lelted supplles

“Se

- ' . o . - : .
- - . : s

~ . . . .K;;‘.
s s . % »

2 . = ¥
A3

& o ‘ i d L

. ?
.37 Prime. Mlnlgter Suzuk1 s remarks at a press conference,
Washlngton, D.C., May 8, 1981, Basic Documegts 1981, p.987.
38 Holbrook, op. glt., p.1039. In its flscal year 1982
budget, Japan gave defense a 51gn1f1cantly hlgher priority
than all other ministries and agencies,. including social

welfare, in an effort to build. milifary strength up to the -

degree netessary to ensure Hapan s defense
4 ﬂ 1 i :
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of. ammnnition, toroedoes, and mlss1les.39; 5 The pace was ¢
also slow in v1ew of the urgent need for relnforced defense
against the,rapldly growing Sov1et threat in East Asia. o j?x

Second, there was - a perceptual gap between the’ two_

7_‘peace and stability. The Japanese government had.afseCur}tfﬁ_—~ﬁ$V*

policy based on the concept of Comprehensive Security,

- countries concerning the contribution of Japan to world

wh1ch was proposed " by Prime Mlnlster Ohira and handed down

to his successor Suzuk1 The 1dea of the pollcy rested upon A4Y”¥

the . concept that Japanese security could not be assured
' through defense efforts alone, rather its security required

Japan ‘to take an‘actIve role in the areas of diplomacy a
economic assistance. The United;states fully supported the}fT ;&

expansion of Japan's foreign aid, but it did not regard. "§£?
- foreign-aid as a substitute forwdefense.4o‘ In addition to

the: expandlng Soviet m111tary presence in the  Pacific

‘region, the condltlon in the Perslan Gulf was also unstable.
The instablllty cauSedLby the second 0il CrISlSL the Iranian

Revolution and the . Iran-Iraq war could threatenv the: oil

routes, Which,Japan‘and'so many other nations depended on.

If Japan was better equipped - and more willing to defend

for

directly itségerritories and sea-lanes, the.United States

-

39 As31stant Secretary of Defense for International Security

Affairs, West, before a subcommlttee of .the House Foreign . . -
Affalrs Commlttee, March 1, 1982, gas1c Documen;s 1982, - _
pPP. 1075-6.

40 Assistant Secretary of State for ‘East Asia and Paciflc’
Affairs, Holdrldge, 1b1d., p.1073. : -



rwduld be better“able to defend its common interest elsewhere

in Asia and the world.
"The more interest the United States found in the Asian-

Pacific reglon41 and the greater Japan s economic power

-grewv, the more per51stent1y the U%ited States trled to_

”pressure Japan for more defense effog?.

: : O 7

IV. U.S. Endeavors-to Correct its Tfade ImbaLance

.®

If- Japan has, as we belleve"substantlally opened her_

market, why are our trade def1c1ts with Japan so enormous?

-

é

During the three years from 1975 to 1978, the-%.s; trade
balance turned from a surplus of $18 billion to a deficit .of

$14 billion, whereas that of Japan turned from. a small

n

. deficit to a surplus of'$16 billion. 'Bilaterally,/the U.S.«

trade“deficit with Japan grew from $3.9 billion in 1976 to
. - )

$7.3 bLlllOD 1n 1977, - then to'$10 billion in 1978, which

constltuted almost 70% of . 1ts total trade def1c1t 43 Such

an 1mba1ance is largely attrlbutable to the difference in

o

’ the gomp051tlon—of goods flowing between the two nations

PR

‘41 By early 1980s, half of U.S. trade was: engaged w1th the
Asian Pacific region. The Pacific Basin has 3/5 of the

world output and 1/3 of the world trade (also see Dlagram :

1.) -
42+ ° Letter from members :0of 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. 7 , R | ,
43 Chikara Higashi, The Internationalization of the
Japanese Economv (Boston ‘Kluwer Academic Publisher, 1987),

p 25. E . i .
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resulting from their . trade \StructuresJ ~and resource
endowment. The overwhelming majority of,Japan's ekporte tob
the United Stetes consists of manufacturee products - and
inciqdee a Very smell amount of agricultural orodugts;land
fgrude'materialeior mineral fuels. Incontrest,.American
exports' to Japen are heavily based on 'foodstuffs, crude
.?;materia}ee,and chenioale. Jepan is "tne single most
importeﬁt customer" for U.S. egrioultural produéts,‘whibh
can be beét descrlbed by’ Pre51dent Carter s- remark that

o

"there are more acres of food® being produced for Japan in

the U.S. than being. produced in Japan for Japan."44" (See
Table IiIQ) The United States also provides Japan with most
of its aircraft.4> A N |

-

Table IIT. U S. Agricultural Exports by Selected Country
at Destlnatlon (1987)

\ Amount (USs S million). * Share
JAPAN \\ 5,700 | 19.9%
NETHERLANDS \ 1,975 6.9
KOREA, REP. OF 1,833 &é 6.4
CANADA 1,809 6.3
GERMANY, F.R. \\ 1,284 .. 4.5

‘Source:
Japan: An International éomparlson, op cit., p.19.

44 Remarks at the Welcoml
Ohira, op.cit.

45 Similar. to automoblles the U.S. aircraft industry
imports a great deal of componen from Japan. '

. : N\
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When Prime ﬁf;ister Fukuda visited Washington in 1977, he
promised thét jépah'§4 currenﬁ aé;oﬁﬁt baIanCe wouid be .
‘considefably. reduced in its fiscal year 1978 through the -
expansion/of dbmestié,déﬁand and improvement of the_accés;
to foreign imports, and pledged that fhé Qovernment youl@
take apprbpriate steps,td that end. NévertheleSé; Japan's :
surplus kept grdwing instead of shrin%}né.‘The‘aﬂited‘states
has ¥since tried every means imaginable; to iron out the
céuseS'of imbalance.: |

A

Automobiles

In order for us to have a glimpse of the Unitedfstates—
Japanese trade friction, the trade problem of ‘automobiles

>

.serves as a good example.

Wifh the ¢heapest gasoline in thé.world, the best highyay
sYétgm, and enormous distancés to travél, the average
Améfic;n aﬁtomébile evolved into a machine unlike any in the
world. It was larger, heavier, higher-powered, and more
fuel-hﬁngry than most of vehicles produced abroad.4® The
’second dil Crisis raised thg price- of gas once again and
subsequently boosted the popularity éf small and " fuel--
efficient‘Japaneée’éutomobilés; leaving the U.S. automobile
industry in ser%ous trouble. In this period, three/out of-
four imported cars iff the U.S. were Japanese. The U.S. -

automobile ‘industry-needed time to retool'ahd.adjust to

46 James A. Dunn Jr., "Automobiles in International Trade:
"Regimie Changes or, Persistence?" International Organization
Vol.41, No.2, (Spring 1987), p.239. ‘ ’
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market transition to small and fuel-efficient wehicles.

. Rationalization in the Amefican,automobile,industry resulted

in unemploymentnéf five huhdred thbusand automobile-related
workerg; This issue was highly politi?lzed when the United
Autoﬁobile Workers and Ford Motor Cpmpany‘ took their
complgint to the U.S. International Trade Commission.4” As a
resulﬁ of negotiations with Japan, the problem was .
tentaﬁively settled with Jépan'sxvoluntafy export restraints .

(VER) . The United States, which insisted that it never

-
F

pressured Japan to take the measure,48 welcomed the medsure_‘ﬁj

because it wanted to avoid a trade war that might reéult

-]

from raising barriers on the both sides. Also, by using the

-

voluntary export restraints, the United States was able to

limit the imports of Japanesé automebiles without' violagking:

»

the GATT rules. : "
{

By late 1984, the United States no longer expected Japan .

to extend VERs on the Japanese automobile exports, as thes

‘o
oil ‘price was stabilized and the U.S. automobilé .,industry
\ i Co
was prepared to compete on an equal basis. This- decision

was announced on March 1, 1985. On March 284_however,’the

PR Y :
Japanese government announced that it would extend VERs 1in

the foiléwing 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 and the Asian PacifiC’Region'
(London: the Royal Institute of International Affairs,

. 1984), p.72.

48 See White House press briefing by the Deputy Secretary
of Press to President, Larry Speakes, May 1, 1981, Basic
Documents 1981, p.982. .
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- the full productivity of the Japanese automobile industry-:

The Congress Was particularly”outraged_by this action on the

pért of Japag§ ‘One Republican representative egploded at

-

T

=g

a Japaﬁese diplomat,- yélliﬁ% "How can you call it a
: : ) e

réstraint with 24% increase!"49

To ‘'make the long and ver;\complicated story short, VER
were extended because of the following reasons. In-l984, the

'}Reagaﬁ adﬁinistration had to deal with &hé electiqn; the

[y

~Congress - and - the - trade déficits.;“Formally, the U.s.
governmenf wantéd,tO”pursue freestrade, apd expressly statedg

that the trade‘imbalance with Japan must be'correctedkAnot
with\Japanesé Volﬁhféfy export restraints, but by its matrket ﬁ;

(13 e 2

opening. Oni the other hand, the Congress ang most of U.S,

automobile producers and workers were in favor of VERs. In

March 1985, President Reagan resolved the government policy
nbt to rénew VERs with Japan, and iﬁsﬁead totpfessure Japan
for more market 6peniﬁg. Yet, behina the gzznes, the U.SsS.
governmént expected Japan to take a measure to rgstrain‘its
automobile exports to the United States. Thus, U.S.
Ambassador Mansfield was inétructéd to gfivatgly'préSSure

the+ Japanese government to .extend VERs, or  "the Congress

will take care of the problem.“50

49 Yoichi Funabashi, Nichibei Keizai Masatsu - Sono Butaiura
(Tokyo: Iwanami Shinsho, 1987), p.132.

50 A quote from a memoir of a former U.S. government

official, David Stockman, Triumph of Politics, ibid., p.138.
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6%~Japan's-part,b at first it‘pohsideréd.§ERs with,zi}'b
million units. It was presumed}‘ﬁCwever; to aﬁtomatically
éause a sudden %hcrease in Japanese automobi1evexporps afﬁér
the termination. Fﬁrthermdre,;the.compléte terminatioh would
cause an espimate of five hundred thous%gd uﬁit increase ab
yéar, which would not be 'in the interest of the United
States. Thus after a careful-conségegation, the Minist;ybofﬁ
Intérnatiqnal Traé;”aﬁd Industry,camé to a conclusion thét
it was better forvboth\Japan and the United,States’té phase
out VERs, and decided éhat VERs with 2.37million unité were
the most reasoﬁablek The U.S. government was éngry bedauée;'
even thougﬁ it‘did‘expgct»Japan to eﬁtend VERS hnpfficially,
it did not expect an increase of 24%.

Qgsbite VERS, the market share of Japanese automobiies in
the ﬁnited States is ébout 27% and manyrexpectAit to expand
‘\fuyther because of the local production there. Fufthermorey
- while‘.thé U.S. automobile industry works. hard to make
innovations,v its' Japanesé countgrpart is making the same

efforts. - & o |

The overall significance of the automobile trade’fricﬁioh
can be summgrized in three points:
1. the American ihdustry becahe more qualifyf and -

* ?@
competitiveness-conscious; and

.

2. it gave the American public an impression that Japan

would stubborﬁlyr resist. market-%gening, unlesé“pnessured'

pert{%aciously by the United States; and {
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3.' in reality, the probiem of voluntary export?restraints‘
brought into relief the difficulty the U S. government had
in making a coherent trade policy because of 1ts domestlc_

po

constralnts.gg

e ; | )
Market Oriented Sector Selective Talks ’ -

Japan has eliminated v1rtua11y all formal tar1ff (see
——y

Graph I in the Appendices for a comparlson of tarlff burden
~in the U.S.,uthe EC and Japan) and non-tariff banr;ers to.
‘trade that were specifically criticized by its trading‘
partners as being contrary to GATT rules.5! 1n 1985, MOSS
talks were initiateq to open the Japanese market tovU.Sf
expo;ts of the following pfoductsi 1. telecommunication
equipment,‘z. medical pharnaceuticals, 3u‘e1ectronicsi‘4,
forestry products, and 5. t}ansportation maChinery MOSS is
51gn1flcant in that microeconomic concerns about partlcular
markets were being ‘addressed  in  an intensive.. and
comprehensive fashion. This approachA addsesses/ the fuil‘
array of barriers in a particular sector‘to1eliminateff+¥'k
problem«ln the market system whlch 1nh1b1ts 1mport of any. ‘

‘:‘

products or service in the’ seckor. As a result; the Amerlcan
. .
. vsiﬁ’

5 :
sales in Japan in these sectors went up 12% in 1986 alone.Wh;g

VAR

/7 . ‘ Lo
51 Kent E. Calder, "Japanese Economic Polic Foghation:

-Explalnlng the Reactive State,™ World Politics Voll.4 No.4,
(July 1988), p.522-23.
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‘The Plaza Accord

In early 1985, the U.S. dollar Qas peceliarly“overyalued
in arfsituation of hiéh'wbudgetary fdeficit, ‘low eeenomic%
grdﬁth, and intereet rates inching downward: ~The\ Reagen
administration, basically‘ believiﬁg in non—interventioqg
preferred ‘tb attributer the dollar'e strengtH to‘ tﬁe
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 customs and their . methods of doing
business. What we really need is their recovery td bring

their money up to value comparable to ours.>
At the same time,:however,ftherUnited'Stateslwas.beginning

to suspect that American products were pricedvout'of foreign

markets because of the highly-valued dollar, and that this

in turn largely contributed ‘to its $60 biliion' rrade
deficit; The highly-valued doilars suppreseedhexports whiie
increasing imports ro the United States. fax cuts 'and
_increased defensereXpehditure forged the U,S.fgoverhment,to
issue deficit-cevering'Treasury bonds te‘finance its budget;\
Because of the interest. paymente to foreign creditor
natioﬁs, the non-rrade balance turned ieto red, making the_

ALY

U.S. assets abroad —$20.7.billion.l It was feared that the

credibility of the dollar as the key currency in the

international economy would diminish, if no measure was

52 President Reagan, statement at a news » conference,
,szruary 23, 1985, M. Lenn Brown, Jerel A. Rosati, »"The
" Réagan Administration and Economic Interdependence:

Turbulent Relationship with the EC. International Journal-

Vol.42, No.3, (Summer 1987) p.455.
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taken, and eventually the dollar might siump;gwhich wculd'

likely cause a worldwide depression. For these reasons, the
.‘1‘é
Unlted States made a turnabout later in the saﬁg year and

4

>
%7,..

intervened in the exchange rate mechanlsm.

In Septembef 1985,'P1aza Cconference of G5, the"group&cf
five major advanced 'industrial dnations, was ’held in New‘
York, where an accord was reached to rectify the appreciated
dollar by 1nternat10nal pollcy coordlnatlon. ~ 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 dramatlcally as expected. The’ major reasons‘

 include the following two points. Many Americaq;companies

are said to have‘wasted this opportunity'to gain.bach their
market at home‘and abroad by raisiné-prices cnce acain,s3
Also; the demand for Japanese manufactured products in the_
United States was still fairly high.

An indirect impact _of ' the Plaza accord was that the
depreciation of the dollar lowered not only the price of
American products but also significant ec%nomic.ccmponents
within America itself; Capita; accumulated: inkJapan,.thch
was assumed tc be utiliaed.fcr investment and individual
consumption in Japan, began to flood into the United States

B
3

in purchase of real estate and securltles.

. , | .
o 5

53 Mike Mansfield, "Sharing Dest1n1es.gxhéfu S. and Japan "

Foreign - Lffairs Vol.68, No.2, (Spring,. 1989),,p 7. R
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American producers who had been hurt by the lower sales

v

of the1r>,products 1ncrea51ng1y demanded protectionist '

_measures to retaliate against Japan.\ In 1984’ alone, there

- swere 300’protectlonlst ‘bills proposed in the Congress, manY,JffWﬂW

of which were spec1f1ca11y de51gned to offset the domestlc‘

. A effects of trade with Japan. The government, however; was
absolutely,antl-protectlonlst. ‘The following is one of the

anti-protectionist speeches made by Pr%%ident,Reagan;’who
~vetoed these bills. o

- - foreign imports 1looks 1like they are doing xhe patrLotlc
things by protecting American products and Jjok S . But it
.Wworks only for a short while. What eventually océﬁrs is

that home-grown industries start relying on government
protection in the form of high tariffs, they stop competing
and stop making innovative management and technological
sChanges they need to succeed in world markets; In the
meantime, high tariffs inevitably lead to retaliation by
- foreign countries and triggering of fierce trade wars. The
result is more and more tariffs, higher and higher :trade
barriers, and less and less competition. Soon because "of
the price made artificiaIly 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. >4

i | .
Free Trade means Fair Trade

R : ‘ .

Free trade peans‘fdir»trade. And where other countries

are not playing by the rules, this administration is more

activist and aggressive than anyone else in "blowing the

whistle < on. unfair trade practices against American
producers.55 . - L i -

+

54 Président Reagan; Radio Address to the . Natlon on Free

and Fair Trade, April 25, 1987, President's Publ e s
1987, p.414. . L

55 Pre51dent Reagan, remarks ‘at the Annudl Meeting of the
National Association " of Manufacturers, May 26, 1986,

Pre51dent's Publlc Sgeeches 1986, p.687.
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‘markets without changing the principle of "free.trade.

.
e

‘Having proclaimed - its anti#proﬁeéfionist posture, the

U.S. government had. to find:'a way to sttengthen the

s
-

competitiveness of American manufactured products ih foreign

" 7'» Ihe

solution was to givé a greater and more explicit emphasis_tq
the brinciple of'reciﬁfocity 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 theirﬁ speeches
because of trade barriers in the Japanese market. They all
insist that the American market éhould remain open to Japan,
only if Jaban g&éfaﬁtees the same access and/o; the same
result for American products to its,market as' the Japanese

hasAto the American market. For example:

v

Results are the ultimate measure of success, and thus
far, the results [in the Japanese market] are modest at

best .26 -

Fairness means we all{pldysby the same rules. We do not
want guaranteed success’ but we do insist on the opportunity

to succeed.?’ _ : .

3,
=

’

A case in point is the fetaliatory sanctions taken by the

United States against Japanése semiconductorst' 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, Basic Documents 1985, p.732. )

57 Assistant Secretary for Economy and Business Affairs,
Douglas W. McMinn, "Competitiveness in America: Is
Protectionism the ’'Answer?" address before the ‘National
Association of Manufacturers' Congress of American Industry,

May 27, 1987, Department of State Bulletin August, 1987,
p.58. ‘ ‘ :

[
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When the reeult turned out to be iqsignificant; the United
States. judged it as-\Japan's- inability to enforcé the

agreement : and leVied -a $300—million tariff . increase on

- Japanese exports ‘to the United States, ' o

; -

The Responsibility of Japan: the American Perspective

-

American\pieesures on Japan for market-opening have been
incessant for nearly two decades. Generaliy, the United
States,argues that Japan has become too large‘an economy to
rely on its external environment. .its economy is a mature
one, and its infane~industries‘are no longer in need of
_protection. As an economic power accounting for aboutrlqi
of world GNP, Japan must realize.thati

Its economy has been heavily'deﬁéndent on the willingness
of - the world 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 dependence on export surplus,
it is going to leave the Japane e economy in very serious
trouble. So it 1is in Japan's inter st to change the

situation just _as it is very mu r- interest to change
the situation.58

As a first step, Japan needed: to remind itself that:rules
of free trade stipuiated by GATT are not adequate anymore.
The soccess'of GATT over the past decades was based on a
‘framework ofs rules and oommitments that has been widely

accepted as being fair. Today, it 1is 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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‘repair. Many 'GATT rules have now fallen 1nto abuse, and one

A .
- a

~country after another have taken actions outs1de of eXisting

.»41' "a-'i‘f

“

“’rules 1n an- attempt to solve their own grave Aeconomic

' problems.59 It 1s, therefore, not con51dered Justifiable_

T

when Japan claims that 1t 1s~§1aying the game of free xradevr

- As a second step,-Japan shouldwstimulate its'domestic—i
consumption, and rectify its depehdence on export surplus
§or‘ggrowth._ The high sav1ngs rate in Japan indicated
drelatively loQ domestic.consumption and‘that the Japanese :
economy  looked overseas for growth. Finally,‘Japan must \
level the playing field'for foreign participants. Japan can.
ifulfill ‘its international responsibility to ‘Sustain' the
international economy by completing these'stepsQ o

‘The United States also regretted that Jap%n's defense
effort.yas not satisfactory, when_its economic power was‘
taken into account; According to Natignal'DefenseoProgram‘ﬂ
Outlines, a Japanese Cabinet resoldtion in 1976 the roled.
of Japanese defense was defined as a capabillty to hold a
"limited and minor" attack by the SoViets until the arriyal
of American forces. In order for Japan to fulfill this‘role,

- i .

the total expense ‘amounted to one percent of Japan s GNP in’

the same year. In 1981 ‘as we discussed in Section 3 of this

59 Trade Representative Yeutter, address before the Foreign

Corféspondents Club, Tokyo, August 13 1985, Basic Doc ents‘
1985 p.731. ‘
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‘*chapter, the deflnltlon was extended to incl%geISelf defense

capablllty in Japanese terr1tor1es, alr and sea."’
Today, Japan undertakes almost half of the total expense
to Kkeep the Amerlcan,vforces' there;6d Japan s defense

‘expenditure in real terms, is rankedramong the top’seyenth or

eighth in the world, or third or fourth at recent exchange

_rates.61l, The United States ' recognizes these ,facts . as

fa¢ilitative factors for Jthe snooth oiiration of U.S.-

Japanese cur1ty cooperation. lt wasrpa

icularly pleased:

when Japan s defense expendlture exeeeded its. symbollé 1% éf‘

GNP'celllng in 1987 ‘which the Unlted States _had v1eWed as -

i

‘an unrealistic approach to Japanese securlty. Yet, when,g

s

Japan's economic®and technological capability is takeh'intoif,.

+

undertakes the full respon51b111ty it 1s supposed to.' The

b 4

,‘flxed idea that other advanced countrles spend more on thelr

natlonad ‘securlty whlch could have been spent on other"

.

public’purposes is not easy to-erase.

LI ) @

' The following studies by American scholars logically back .

Zup the simple arguments of American statesmen that Japan

4

account many Amerlcaﬂs Stlll doubt that Japan actually o

i

has the capability as well as political responsibility to‘do

60 It includes the tax exemption of $120.3 million, the
rent. of the bases costing approximately $900 million, :.and
the salaries for Japanese employees working' for - the
American forces, which amount to $15.32 million. (1$—220)'
61 The dimperfection of the real term -evaluation arlse from
the fluctuation of- the exchange rate. Thus Japanese defense
expenditure can eas11y 1ncrease in dollar terms as the yen
appreciates, even’ when it remalns unchanged domestlcally
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from the peace and stab111ty of the world

more in contributing to world peace and stability. In their
views, the role of Japan's deﬁense defined by the Japanese

v :
government is’ too "regional. "62 Japan gainsepenefit from

-the stab111ty of not only the Pacific Ba51n but also from

those’ of Epe Mlddle East and Europe Japanese inports fromﬂ

the Mlddle"Eastern 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

économic growtn_ of the . United States has gxtensiveiy

contributed to the ;growth of  Japanese industFies. ‘The'
. W

increase in global -instability will lead to an increase in
# T - ) ‘ ‘

-

‘the price of primary products, 'on which 'Japan heavily

depends. Japanese assets abroad wiIl.possibly be distrained

‘\

by'the host governments, cau51ng a tremendous loss to the;M“
’ . . 50.;.1%

Japanese investors.
c ) ‘“‘m :
With these factors taken into'account the evabuétlon in

terms of GNP ratio becomes meaningful.on twg ass@mptlons:

1. GNP represents a natlon s product1v1ty which . 'was

P »

achleéable because of the peace and stab111ty of the world

a _ : N

2. The defense'expenditures of the United States and Western

. European nations are commensurate w1th the benefltwﬁh%y gain

62 Robert Decle (professor at the UnluerSLty of Boston),

"Japan & Defense and Economic Eff1c1enc 3bhn H., Makln,
Donald C. Hellman, eds., Sharing World Leadershib’ 'A New
Era for. America and Japan (Washington, D.C.: the American

Enterprise Institute for Public Policy . Research, 1989),
Japanese edition (Tokyo: Chuokoron Sha,’Inc.,'1989),~p.185.

B —
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The study propdSes that, if these asSumptidns* are
. , i 4 . ‘
approprfate, Japan should expend between 4.1% and 6.5% of

S . 4

.its GNP for defehsé:63' These'afé the ' percentages of “the
defense expenditures of West Germany and the United Staéés.
It is'argued in the study that japan is situated between the
United States and‘West‘Germany‘in terms ofjthe benefit from
the stability~and peaée of the world.‘_Even when the GNP
ratio of the Japanese defense.texpenditure in 1985 ‘is
adjusted by‘,fhe NATO definition, ’Egé'rpercentage. is an
estimated 1.9% at the most.%4 ‘ |

According to. another siqdy, Japan would still have
achieved 97% of its actual ;GNR— even if its defen%e,
expenéiture»had been 3% df’ité GNP, or 92.8% even if Japan
had expenfied the same percentagé of GNP as the:United_States
did.®6> These data indicate that Jépah'sbassumption of

greater security responsibility would not have a profoundly

damaging gffeéf,on the Japanese eccnomy.

: c ,
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 Ibid., 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 to substitute military assistance for
containment of Communist influence. 1Ibid., pp.178-79.

65 See Qua Yu Wong (professor at the University of.
Washington),%"National Defense and Trade," ibid., pp.119-67.
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hd%dred-plps billion dollar a year budgétary déficit. At
the same time, it is crucial for the United States- to -
support the burgeoning democracies in Eastérﬁ "Europe and
Central America. Two thirds of the -foréign assistance
budgetlis alreédyva}located for Eréntéliﬁe countries like
Egypt, ISraeL#’Pakistén,Aand Philippinés. Thus, the United

States 1is looking to Japan for financial cooperatigqn 'in

ah-

fhese areas because of its-budgetar& constraints. Japan has-
’ B . . B N . ‘ . -

responded Positively to this request, since it is one of
Japan's goals to play an importént role in economic

assistance. .

N ’ ‘ '
In response to the economic demand, Japan slowly but

L]

prdgressively,cérried out structural adjustﬁents and market
opening modified to the extent that it does not cause
domestic polifical‘instability.’ As a matter of fact, Japan

has successfully transformed its economy into a domestic-
- T '
demand led economy without significant unemployment and

‘inflation. In-sum, the concerns of the United States rest
upon the- opening of the Japanese market: it 1is a

responsibility of the second largest economic bower -to
y

absorb products, mahufactured /products in particular, from

developing countries so that /they can increase their foreign
S T / "/ .
reserves to purchase prqﬁucts they do not, or cannot
. //

produce. As regards accgés to the Japanese market, United
y .

-/ . . N ., -
States-Japanese trade talks have‘reached the point where the

socioeconomic system, of Japan is encompassed .in its

eﬁtirety, régardless/of official or unofficial, and foreign
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or .domestic. The specific details will be discussed 1in

',Chaptér 4.

/
/

A
g

V. - Summary and Conclusion-

- when Japan was war~torn and struggling for economic

. recovery, the United States benignly provided Japan with

necessary  assistance. The United States benefited from

doing/so{ the alliance ensured its military and political

,ieadership in the Far East, and trade created jobs in thes

United States. With the American supervision, Jap}n was v

recreated as an anti-Communist‘ally in the Far East.

The continuous emergence of sg;f-supporting economies in
Y

Western Europe followed by the unexpectedly remarkable
economic recovery of Jépan drew the curtain for the coming

age of economic interdependence. In a. world of

- .

interdepéndence, even a superpower like the Uplted States
. : 0.

was not immune to changes ' in international political and

economic conditions, making iﬁ difficult to maintain an
o B . :
unchallepge&lleaaership: As ‘a result, the cost of sustaining

the international order became iarger than the behéfit; and

A

the United sStates bedame less ands less tolerant of its

disproportionate responsibility in the West, 'which\‘yas
represented by the fixed exchange rate system and military
protection. This senge of heavy burden led to the so-called

Nixon Shock in 1971, in which the United States abruptly

88
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decided to shift its relationships with‘ its allies from’
‘paternal;sm to a matpre partnership.

In making Japan policy,~£he United Stéféé began‘fo judge
the ove;all U.S.—japaﬁgse relations to be ‘excessively
favorable to Japan and uhfair £Q>the—United Statesf— dapan
was perceived in general as a nation which, thanks fobfhe
United States, could "engage itself economicéliyﬁyéndv
diplbmatically» in many directions independently without
fearing for its éecurify."66~ In the meantime, as argued in
'Keqhane 'and Nye's " theoryi of rinterdep;ndence, econowic
interdependence i; accompanied by vigorous competition among
non-governmental actors, and their pressures upon the U.S.
gove;nﬁent céuldf‘not be ignored. Pérticularly since the
economic rgcession in the 1970s, through which the Japanese
economy ably survived in spite of the serious impéct of the
two '0il Crises, these pressures from within the United
States gave rise to tﬁe linking of economic and securiéyt
issues.- \TheASoviet invasion in Afghanistan decisively added
vigor to Ufs. officials, not to mention the Congress, who
insisted on the'linkage of trade and security in U;S. Japan
‘policy. Thus, Japan was uféed'to increase its défense effo;t
to imprgxe its capability adequately enough for Japan to
carry out its fole and mission.

At ﬁhe same time, there was a linkage of foreign and

domestic policies in U.S.-Japanese economic relations. The

United States accepted trade barriers that existed in the

66 See footnote 22. ‘ - .
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Jépanese market égaipst its prodﬁcts, as lgﬁé as Japan was
ohe-sidedly dependent on it. The ‘more mutually“dependent
their ecbnomic relations grew, however, the more intense the
competition bec?me, and many U.S.-Japanese trade issués were
politicized -in the’ ﬁnited- ététes in order gb urge the
'goverﬁment to pressure Japan to buy more Américan p?oducts.
Distontented with the insignificant fruits of a series of
both bilateral énd maltilatgral.negotiations, which often

merely removed Visible €rade barriers, the United States

[y

bl

’* began to demand a bold-stfuctural reform in the- Japanese
;?conomy{ 'MOSS, the Market Oriented Sector Selective, was
the first significant attempt, which comprehensively

addressed microeconomic concerns in order to eliminate any

impediments to the penetration of particular American

4

products and services.

The United States has since left no stones unturned in
pursuit of "fair" access to the Japénese market. ‘It is
inevitable for the United States,r in its concept of -
ihterdependence, to interfere in 3apanese domestié policy,
shouid it be necessary for the solution of the competitive
crisis. Furthermore, given its size and multidimensional
global influence, the asymmetry in ‘the powéri relations
between the United States and other advanced nations has’
often enabled the ﬁnitéd States to gxegt considerable
pressures over other nationé on a bilateral basis. For this

reason, the United States has often preferred bilateral

negotiations with Japan rather than those of a multilateralé

P .
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nature like 3ATT. Japéaese economic vulnerability to

p;otectiQpist measures by the United States is estimated to
be eight times more serious than the American vulnerability

to those by Japan. Under its Omnibus Trade Law éf 1988,‘thé,

United States: named Japan, India and Brazil as ité'dnfair

S

trading partﬁers and threatened to unilaterally, conduct

il

retaliatory sanctions against them, .should there be no, .
s ; o

promising improvemeng in the access to their markets.fsée 4” o

Chapter §‘£Br related discussion.) ' - | .ﬁ%
In security terms, the integration of the Japanese

defense system'into the Ameriéan global strategy has-beeh:

the hiétorical background

r

relatively smgoth because of
discussed in Chapter 1. Since 1983, Japan began to consider

P

itself explicitly "a member of the Weét/ﬂ which has more
strategic implications than "a member of free nations," the\
terﬁ Japan had previously useq, In ecOnongﬁtgfms, however,ﬂ;ﬁ
economic nationalism and culturél diffefehces tend to stand
in the way, causing a tfehendous:difficulty'for Améfican
{:Ettempts to integrate the Japanese gcoﬁomic system into its
- - ideal formtof:?fee and fair international economy.
Chapter 3 will review-the two concepts of interdependence

elaborated in Chapters 1 and 2 and clarifyuthe differences ,

7 between them.
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CHAPTER THREE. -
THE DIFFERENCE BETWEEN THE JAPANESE AND
AHERICAH CONCEPTS OF ;NTERDEPENDENCE

The difference between the Japanese and Ameriban'cdncepts

of interdependence can be summarized in four contrasts:

first independenee\ vs. integration, second, self-.

consciousness ©Of vulnerability vs. consciousness of other:

nations’ | vulnerabilities, third pa551veness Cows.
assertiveness, and fonrth, coex1stence 6} dlfferent values
VS. common vaiues. Having studied the hletorlcal nackground
tof.pOStwar U.S.-Japanese relations, we can argue that thesé
contrasts are largely attributable to the difference between

the two nations' respective positions in the early postwar

international community.

Japan's one- 51ded dependence on the United States after

the Second World War made Japan seek more than a formallty'

of independence. ForwthetUnlted States, on the other hand,
'suen dependence of Japan%@ﬁgnified its bower over Japan,,ana
the subsequent presence of American forcesA and economic
cooperation in the Far East 1mplLed the American power over
the reglon.. As discussed im the beglnnlng oﬁ’Chapter 2,

Japan "was an integral part of ‘the U.S. global strategy.
Thus Japan's wish for more indenendence conflicted with the
U.S. policy. Japan began to vie# its relationship with the
United States more as interdependent when its economic

capability increased significantly during the 1960s. This
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perception of interdependence was still 1limited to the

. mutual trade relations. Although Japan'sf\rap;d ‘economic

*

growth led Japan to demand equality and reciprocity in their
security arrangement,’Japan intended to continue to reiyvon
the _U.S. military protection,‘ expecting - to  benefit

economically from small defense expenditures made possiblé

by such security dependence. The U.S. had rarely described

its ‘relationship with Japan;aé intefdependent until 1971,

=

when it made a major shift in its foreign poiicy; Until
then, the stability in the Western biqé had been primarily
sustained by the American nuclear detéfré;ce and a monetary
system with U.S. “dollars as tgé main . currency for
international transactions. ; 7_

Iﬁ the eafly'post war period, Wéstern European nat%ons
'and’ Japan were able to benefit érom sucﬁh'arrangements
withéut limiting the beﬁefits to thé:pnited States itself.
As Western Europe and Japan dgrew éé;ohger, héwever,‘U.S.
patérnalism g;gan to be perceived 2as unfair one-sided’
favoritism. Under these circumstanceé, the Uni%ed Sfates
started to consider its relationships with fhése hqtions
interdependent, meaning they are’ all bound, together /by

common'perceptions of Communist threat, free market economy -

and liberal demogratic political system, and they must share

-

‘'the responsibility to sustain the stability of the

alliance. In this way, it was presumed, the United States

. ]
would still be able to pursue a coherent global strategy to

"fntegrate its allies into one common framework.
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The - Japanese concept of interdependence’ is also

< -

o

characteristic’ of " Japan's - selﬁ;qpn501ousness of }fs
,vulnefability, which was exposgd by the 0il CrlSIS of 1973.

For Japan intgrdependence was a dlplomatlc means’ to depart
from eXtremefdependence on a small pumber of countries for
ﬁhe supbly of . Qita; energy resources. to a séf of more
diversifiéd relations. By’ broadening the scope 6fk its
diplomaé;L Jaé%n tried to attenuate negative effeqtéjwhicﬁ
might be inflictéd by policy changes. in other nations, its
trading partnerév‘in pariicﬁlar. It . is true that thé
ovérwhelmind'majd#ity of world economié'transaétions still
takés place witﬁin national pofders,1 and Japan's depéndence
on foreign trade in terms of GNP; ratio is pot
extraordinarily high in compafison with other major advanced
nations.? Less than 26% of it;hworkiforce generates 80% éfi
total eiports, which makes up 15% of its GNP.3 Japan is,

however, extremely dependent (Tostly'QO% or more) on‘imports
in terms of indispensable primary resources, which ,afe

Japan's lifeblood (see Table IV ‘and V.) - For this reéson,

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 Forelgn Affairs in
Japan), May,1989, p-17. !

2 According to the White Paper on International Trade in
1985, Japan's Jdependence on exports was 16.8% and imports
13.8%, which is lower than majotr West European countries.

3 Kent E. Calder, "Japanese Foreign Economic Policy
. Formation: Explaining the Reactive State," World Politics
Vol.40, No.4, (July, 1988), p.540. ’
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relationships with energy-exporting and energy-pfoducing
countries. Thus Japan does not consider 1nterdependence as

an opportunity to take ,advantage of other natlonsk

vulnerabilities or wield its economic power to secuﬂi the
availability of its lifeblood.

nIable Iv. Import Dependency on Natural Resources of
Selected Countries (1987) a)

A

%) o JAPAN U.s. F.R.G. FRANCE U.K.
energy b)c) 80.6 13.8 - 53.8 56;2 ;16.9
coal c) . 86.7 3.8 0.5 52.4 7.3
0il c) 99.6 36.8 95.4 95.9 -65.7
- natural gas c) 94.8 4.1 73.0 ’ 85.9 22.0
_iron ore 97.4- 28.7 99.4 68.1 98.0
copper " 97.4 24.4  99.7 99.9 99.9
lead : 87.2 . 56.2 82.1 95.5 - - 97.d§
zinc ‘ '7a£§ él.o 78.1 © 88.1 96 (6
tin 99.7 - 997  100.0 100.0 7 5 o.o(
bauxite‘c) . 100.0 93.0 100.0 44.4 100.0
nickel ~ 100.0 100.0 - ioo:o 0.0 100.0
‘Note: v : ) o ;
a) Degree of import dependency = (import volume - export
volume) / (domestic production volume + import volume -
export volume) X 100. .

b) Figures calculated using data in oil equlvalent terms for
coal, coke, o0il, natural gas,,hydro[ and nuclear generated
electricity. , ‘ .

c) 1986. )

Source: . | * . ‘
OECD, Energy Balance of OECD Countries, 1985/1986; WBMS,
World Metal Statistics, Japan: An International Comparison,
op.cit., p.66. .
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Table V. Japan's Import Dependency on Selected Food (1986)

.
2

WHEAT ' . 86%
BEAN%/’ v ' 92%
E - MAIZE (CORN) o .100%

CEREALS ' 67%

Source: ’ . 3
Ministry of Agriculture, Forestry and Fisheries, Japan:_ An
International Comparison, op.cit., p.18.

The United gta es is, in contrast; still mﬁcﬁ less
vulnerable to changes in external cbhditions .compared to _°
Jaéan, and can’coﬁstrain otherdhétioﬁs,to have them remain
unde its influence. The overell asymmetries i the
interdependent relationsﬁlps with its allies ‘and, friends
deriving from its multidimensional power make ’the 'United

States think about how to use” its relative power to dissuade
( :

others from acting against American interests. Similarly;"
as former Secretary of State Vaﬁce strongly pointed out:

The issue is not whether we are strong or not. We are.
The challenge 1is to use [our] unquestionable . strength
-appropriately and jeffectively to advance our interests .in a
world undergoing éigyerent kinds of changes.... The first
element of [the] changes is the evolution from an earlier
period of American strateglc supremacy to an era of stable
strateglc equivalence. A

"The different kinds of changes" the world was undergoing ‘

were such that military preponderance alone'did not define a

" - 3
4 Secretary of 'State Vance, address before American 5001etY'

of Community and Junior Colleges, Chicago, May .1, 1979,
Basic Documents 1977-1980, p.42.

L
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nation's ' power. ' Another former~ Secretary ~of State,

KlSSlnger p01gnant1y descrlbed the 51tuatlon that:

£ N

The tradltlonal agenda of 1nternatlona1 affairs - the
balance among major powers, the security of nations - no
" longer defines our perils or our poss1b111t1es.... Now we
are entering a new era..  01ld international patterns are

crumbling; ol logans are uninstructivey old solutions are

“unavailing.. The world  has become interdependent in
.economies, in communications, and'in ‘human aspirations. :

g.

As d1scussed in the second sectlon of Chapter 2, the United‘

States: de51gned a set of ratlonales for 1nterdependence in

A
o ﬁ

view of the changeﬂln the face of international gelatlons
: \x

Econom1C'1nterdependence and alllance{qere‘strongly,11nked

together, a creation of free tradé/area was declared as an

i Q

ultimate goal, apd Anierican- allles were expected to share

:;‘v,

the respon51b111ty in not only the 1nternatlona1 economy but &

gt N
S
Al

also their own securlty *ThlS \v1rtually unxlateral

us E* another. contrast 1n the two natlons' concepts of

interdependence, pa551veness and“actlveness.
ko B -

: “
LE LW -
s :

e

. :
Japanese forelgn policy has often been described as
¥ -

"reactlve" and "pas51ve. Tth is largely because of 1ts

earlj postwar behavior to observe the relationship among the

former Aklies,f lean towards the side which Japan judged

advantageous to its interests, and concentrate on economic

° -
~

growth. In pursuing, a mercantilistic foreign economic
. ’ - : B

policy, Japan tended to be submissive and modest7 refraining

™~

'5 "A New National Partnership," a speech by Yenry Kissinger

at Los Angeles January 24, 1975, Power and Interdependence
op.cit., p.3. é
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from overt .political challéenge. Internally, conflict of

¥

A

A

Voo

|

vested interests in the institutionalized 'bﬁEiness \

#

relationships, lack of stron leadérship,tand the prdéedural‘

"complexity in the political system make Japanesé)@emocracy

.even more time-consuming . to! reach consensus 'than other

- democracies. More often than not, a new 'policyi falls
through due to su’ch'inefficiencj_.6 Rather, Japan has tended

to put off° the implementation of a change until gaiatsu,

externél_demand'pressureé, reach the high political level.’

Even when Japan was fully aware _of ‘the increasing

international expectation for its ' contribution to the'

interhétional \communfty, Japan- reluctantly réther than

willingly recognized the fact that. economic power must

T~

involve corresponding respohsibility. For example, the use

of. words such as "cannot help but..." in the followiné
‘ quotation seems to suggeétaJapan's 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 important part of the world econdmy, it is in a situation
where it cannot help but 'behave commensurate with its
economic status (emphasis added).’ - '

It can be argued further that Japan is not yet accustomed tof

being influential,“ An Americé@ Japandlogist says that Japan

is still prepossessed with "catch-up-with-the-U.S.-and-

6 Keﬂneﬁh_B. Pyle, "Japanese History and the Politics of
Responsibility Sharing," Sharing World Leadership? o6p.cit.,
p.73. ' ‘ ‘

7 Blue Book 1985, p.254.
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Europe syndrome" of 1950s and 1960s.8 Japan confesses

likewise in the Blue Book that:

 Occupying a relatively inconspicuous place in ~ the
-international community for many years following the World
Wwar II, Japan considered the intefnational 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 order.?" '

In sharp contrast to Japﬁﬁ, the United States has beeh a
superpower with incomparable influence and power since the

: .t ) . 3 .
Second World War, and has an abundance of experiences -in

3

" making use of its own stregéth as well as other nations'

vulnérabilities. In tﬁisfieébect, it is fair to say that
the United States hgs been most assertive ‘in postwaf'
_international affairs. As fa’ﬁegemonic power establishing
mést . of the important  frameworks for - the postwar
international order, the Uﬁited Stétes is accustomeddté its
ruie—making anq rule—enforéing powers. |

Confidence in its Strength‘is the very maghefismvandk
dyhamism that ﬁnites Americans a; a nation. i It 1is,
therefore, disturbing to the Americans when gheir leadership
is geiﬁg\éhallenged,‘especiaily by hations_like Japan, which
used to be dependent on U.s. protéction. ‘As érgued by

Keohane and Nye, the hegemon's rule—making and rule-

~ enforcing powers begin to erode as economic power of

A

8 ‘Jackson Bailey,_Asahi Shinbun March 10; 1990.
9 White Papers of Japan 1987-88, p.19.

v
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secondary states increases, which enables  these emerging

economic powers to become more- independent from ‘the

1Y

‘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

. B N ‘ o . .
economic < challenges from Western Europe and Japan was

compoundéd by a strand of pessimism that the United States
Qas declining in world status. Internally,'U.S.'prgéidents
and government officials frequéntLy ggoké'of Strong Ameriéa
to w1pe out such’ peSSLmlsm and confldence crisis, wﬁich were
w1despread among the Amerlcan publlc /due to the bitter

legacy of Vietnam. For example, Pre51dent Carter tried to
assure its allies and friends that: ’

As friends, you [the people of other nations] can depend
on the U.S. to be in the forefront of the search for world
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
confldeﬁt that democratlc methods are the most effective.
(Emphasﬂs added )1

As ha%’ been” mentioned in‘ previous chaptegf, the United‘
S;atesf began in the early 1970s to assert the "linkage
bétwegn economic interdependence and security?” and'thereby
forming a more solid and integrated network of the Western

allies with itself at the apex. The United States»would

warn its allies and friends that the Soviet attempt for a

10 Power and Interdependence, op;éit., p.45. ’
11 "Message to the People of Other Nations on assuming
office, January 20, 1977, President's Public Speeches 1977,

p.4. : - . ~
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global reach could threaten the sea—ianes and other
connections that link théif3access to each other's markets.
They must, therefore, vsfrengthen their Eolidarity and

alliances to 'prevent Communist conquest and :enhance their

mutual economic benefits.

. Lastly but neve% the least, the difference between thé
Japanese rand Améficén _concepts of interdependence is
attributable also ﬁo the fundamental difference in wvision
and philosophy. While the United States believes in the

¥

universality of AQerican ideals, which are to be realized

o

through the .process leading interdependence into
integration, Japan generally perceives the world ag a
coexiséenée of a-variéty of different values and systems.
The pervasive cultural influence of the United States in
the postwar period h;lped“ to shape péople's desires and
perceptiohé 'of alternatives so that their preferehces in
international politics and economy were concordant with
those of Americéns. Due to the substantial long-term effect.
of Amefican cultural influence, the values of other nations'
peopie weres condition%dN\Fo be compatible with American
wishes, and, therefore, ;h; United States did not have to
exert power oyerxothers overtly.12 In this‘way,'Americén
influence could insidiously come to pénetrate the politics,

economies and societies of American allies and friends.

12 Bruce Russett, "The Mysterious Case of Vanishing
'Hegemony; or Is Mark Twain Really Dead?" International
Organization Vol.39, No.2, (Spring, 1985), p.229.

-
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Furtherm§fe, compatibility"can-*éveﬁtually enhaﬁéé‘—thgu
efficiency of the‘gblidarity among alliés. '
Japan, on tgé other hand, had néither‘the'poﬁé;fﬁorﬁr
intention of_cg%vincing other natioﬁ; of the virtue of fhe”
Japanese way/éﬁ life anQ}thinking. With its power limited
to economyv/ana technology, Japan has praferred to 'ﬁake
concessionﬁl to external demands rather than risk iés
relationgéips with other nations. Philosophically, explains
QTaizo %ﬁ;anabe, Foreign Ministry spokesman, ‘Japan considers
it inqéﬁ§itive and impolite to interfere in domestic matters
of qéhef; nationé, fﬁnless it 1is so requested. Japan,
theréfore, does not behave like a nstionywith a missioﬁary
ambition.i3 ~Some are-ou£spoken, saying that having a vision

4

or pﬁilogophy is a kind of arrogance, and one should never
preach to someone else how to live.l4 '

The 1lack of global or ‘universal Qision in Japanese
foreignfpolicy is also céused by Japan;s prewér experience,
an unsucéessful‘attempt to estaﬁlish'a Greater) East A;ia Co-
Prosperity Sphere. Th=a objectivési of the policy weré
promption of friendship and ecoﬁdmic cooperation among East
Asians, expulsion of Weétern-colénialism, and prévention of
Communist conquest. Japan, however, was p?yfﬁnly gnable to

. . ~
obtain the support of most of the A51an§/but also provoked

American and British antipathy; whipﬁ led to a tougher’

e

13 Chuokoron January 1990. p.311. " .
14 A comment by a Japanese correspondent for AERA (a
Japanese weekly journal published by Asahi Shinbun) cited in

Chuokoron, 1ibid.
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American policy towards Japan and its_ééncellation ogxthe
U.S.-Japanese Commercial Treaty in 1940: Even this p;gﬁéf
vision of the Japanese Empife was limited. to ~the Asian
région. Although one -may argue that .it was the means
employed, not thé vision of the Greater Eagt Asian' Co; -

Prosperity Sphere itsélf, that was at fault, 'a§ some

ians did in the 1960s.1% The defeat in the

Japanese histor
s b

Second World War completely inhibited"Japan from making a

similar attempt. Ironically, the incongruence between the

~ lack of a global strategy and the reality of its economic

power caused Japan's trading partners to claim that it is

hard to figure out the irf@@ntion of Japan, and it makes them- -

rfeel insecure to think of a Japan with tremendous wealth,

. 1\ , \
Buf’ with no apparent philosophy. Another irony is that

-

Japan's search for more independence actually resulted in

" more interdependence of the nation than before. In fact,

Japan's _.extended  economic cooperation and  the

internationalization .of Japan have accelerated the speed of

‘integration of _ Japan intg, the international system.

Moreover, the economic interpenetration between the United,
States and Japan has ﬁaused, as will be elaborated in the

following chapters, many unexpected conflicts involving

domestic politics and socie-cultural values.

1]

]

15 For example, see Fusao Hayashi, Daitoa Senso Koteiron
(Tokyo: Bancho Shobo, 1964.) '
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Japan's:pUrchase éf U.S. fiéhters, F-15s, exemplifies:an
aspect of the difference beéweén'tﬁe two concepts discussed
above. Thi§ case evidently reflects the U.S. intention to
integrate the Japanese defense systeq and the .defense—
related industry’ into ité system structuraily, whichi‘
contradicted Japan's ideai‘ of its own defenseﬂ system
complementary to the” American system. 7

Jépan intended %o develop its own FSX fighters so as to
assume moreiresponsibility for its security ana free iﬁself
from dependence on foreign“know—how. Such  an effort was
eXpected to unburdeh some of the costs that have been
shouidered’by £he‘United States. On its pért, the United
States tried to prevent Japan frqm'Qorking on its own, anq
suggested that Japan base its new fighters on F-15, and alsd
work in‘a.joint development project with the United States. .
[&he United States argued that Ja?an‘s defense ro%g vand
mission did not require the kind of an expensive project
-that Japan_was planning, and a joint developmént would ééVéf
a considerable amount of cost.  In this way, the United

States assured the compatibility of Japan's defense system

with its own and an qgclusive inflow of scientific and

h . e .
technological data,from»Japah. Furthermore, it also secured
—r ' .
participation of U.S. industry in Japan's very large
brojects. Japan, 0ﬂrthe%oph§r ‘hand,- failed to go on an

independent way. * The sam® kind of negotiation applied to



the licensing of 100 P3C antisubmarihe aircraft, and the

purchase of the sophisticated Aegis warhing System.l6

The beginning of a world without walls realized by the

recent changes taking place in the Soviet Union and Easte:nr>

] AN

Europe' raises a question of the validity of the, Communist5f
threat in the future as a major force thét kéepstheWesférn‘
allies in unity. In this regafd, U.S.-Jaﬁanese relatisns;‘V
may become somewhat tfoublesbme; since the linkagé poiiti¢5 w

employed by the United States &ould become less effective aé"

_the Communist threat diminishes. ' B

The four contrasts examined in general terms'fh“this%h

chap clearly indicate that the more symmetric U.s.-

Japa ése interdepéﬁdenCE“becémgKl he more difficult for the

two

fricti™dn. Although it is too‘eafly to.@redict the future of

U.S.fqépaqessf;elations, an*indidation of such'difficulties
‘can élreédy be seemmin the Structural Impediment Initiative
talk%of ;§59;§Ed 1990, which wili be discussed‘in'the next
chapterlw qu”‘become more symmetric in interdependence,
'howe;er, élso means more mutual interpenetration %into each
other's economic systéms, since the United States proves to

be the major partner of Japap. Of course, Japan may

increase its power by enlarging astivities in Europe and the

16 George R. Packard, "The Coming of U.S.-Japanese Crisis,"
Foreign Affairs Vol.66, No.2, (Winter 1987/1988), p.355.
Mike Mansfield, "The United States and Japan: Sharing Our
Destinies," Foreign Affairs Vol.68, No.2, (Spring 1989),

p.9.
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Socialist'\bloc. Yet, the‘ ecédnomic integration of the
European Community .is 1likely to make it considerably

difficult for Japan to penetrate into Eﬁrope, and the future -

[

development of the Socialist bloc remains uncertain.

In the most immediate futﬁre, theréforeh Japan seems to
have few other choices but to muddle throuéh with the United
LStates. Thus, to iron out the differences between the two
ﬁétions' concepts of interdepeﬁdence shbuldgbe of some hé;p

to smooth U.S.-Japanese relations. Moreover, it is likely to

have a positi Fect— i world stability because of thé
- ‘increasing. importance of ‘U.éfi;épanese relations in the
Qgrld. : - -0 ) i

S
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CHAPTER FOUR.

THE IMPACT OF THE DIFFERENCE BETWEEN THE JAPf&ESE,AND
- AMERICAN CONCEPTS OF INTERDEPENDENCE

- — 7% ’
<
The prev1ous chapters clar1f1ed that there is a gap
between the  Japanese *and Amerlcan concepts of
interdependence. ‘How did or does this gap actually affect
U.S.-Japanese relations? Three specific cases have been

‘selected to study itsfactual impact: the change®-in Japan's:"

. official udevelopment , aid//’policy; the U.S.-Japanese

¥

+ Structural Impediment Initiative.talks; and the argdment of

t

revisionism, which is gaining populdrity among the American

public as a way to handle U.S.-Japanese relations.
‘V s : : Lo
. ‘} o i Am‘\[»_ .

-~

- 7 a .
I. Foreign Assistance Policy : 8.

¥ @

’ ; . - . - . Koo
Japan's Official Development Aid .

In the years following the 0il Crisgis of 1973, there weye
exchanges of visits by <high leQel offiaials of Japan and
Middle’ Eastern countries. These mutual ?;{K

provide more information and knowledge about each other, ;and

above all, Japan s generous economic and technical

assistance led to an upgraded image of Japan.

107
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It ‘'was emphasized in Chapter 1 that the first 0il Crisis
had a decisive impact on Japanese foreign policy making.
The bitter experience made Japan aware for the first time

that foreign policy without due regard to .the interests of

energy-producihg countries could be éventually detrimental

to Japan's interest. . The signifibanfm‘changes in the

©

distribution pattern. of Japan's Official Development
Assistance is evidence of this understanding. 1In'this wéy,

Japan began to consider its economic ass¥stance seriously
. - ? .
as a diplomatic strategy. , .a

According to the guideline for ODA, which first appeared

s

in the Blue Book of 1981, Japan distributes its ©DA in

-

considerat¥on of two standards, first the degree of

interdependence, " i.e., the overall importance of ' the
recipient cogntries to Japan, and second the dégree of their
need and poverty. Forrinstaﬁcé, inbofder for a country fo'
-be qualified as a recipient of JaéaneselODA in 1989, the
country's per capita GﬁP \iﬁ 1987 had to be smailer than
$1,940. ﬁoWever, Bfazil, whose per dapitd GNf was $2,020,
was granted yen loans because of its 'grave'vdebt. South
Korea;'which feceived special consideratién because of its
close relationship with Japan, has graduated ff§m¢Jap$nese
ODA since its per capita GNP reached $4,000: VIn acéordance
éith these standards, Japan today distributes morefobé to -

\

more countries of different regions. The diversification og

ODA has iniiqeré%ed Japan's trade with ‘them as well, in

particular in the Middle East and Latin America. Recently,

3

>
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.Japan was also prompt in offering $80 million in economic
a

assistance and $35 millions in export credits to Poland and
* : o - . '

Hungary.

-

Before it learned that the world consisted of complexly

"intertwined Viﬁterests of energy-producing - countries and

energy;consuming countries, Japan. simply contributed more
than 90% df’its ODA to Asia. After the Seéondwarld War; it
was ~rucial for Japan as an Asian-Pacific nation to restore
pélitically and economically Cfavorablé relationships with
Asian nations. ' Given this‘circumstaqu, the eﬁphasis on
Asia is understandable. Formélly,.Japan's ODA was supposed

to serve as a contribution to the peace and stability of

\

Asia.’ Besides this objective, it also secured Japan's
access.- to their natural resources, raw materials -and
markets. These were all wvital to Japan's economic

- ™

development especially during the early stage of its -

recovery from the war.

The 0il Crisis of 1973 proved that oil-was "Japan's

Achilles Heel,"l and “that Japan lacked a diplomatic strategy

for dealing with this vulnerability. It is fair to éay that
Japan's tegdency to" avoid »politicél commitments-' in
international affairs 1largely’ confributéd- to the OPEC's
decision to label Japan'as an unfriendly nation of Arabs,
degpite Japan's enormous oil imports from £he Middfe East.

(See Chapter 1 for_ details.) Japanifeared that a similar

1 A feature article on Ecenomic Security in the White Paper
of MITI ‘white. Papers of Japan 1983-1984, p.182.
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situation‘might hagpen wixh'bther countries pProducing vital

»

natural rgsource§‘€nd'raw materials.
. R 3 .

Japan's, dependence on its’trade_with deyeloping countiies

is quite high in terms of its need for natural resources and

-

raw materials,, one of the highest among major advanced

nations. 1In I97S,.Japénts imports”from developing countries

accountedffor 49.6% of its fotal»iméorts, and exports for

53.5%. In 1982, 88% of Japanfsfﬁimports of energy and

¥ : . ‘ oy .
natural resources was ‘from developing countries. The fear

of éompetition over not only oil but also other vital energy

resources motivated Japan to extend its scopé of cooperation
. / . '

to energy-producing . countries. As a result of this new

policy towards developing countrié;, the list of recipients

- of Japan's ODA was diversified.

@

- The Objective of Diversification - BN

A conmparison of the breakdown of Japan's ODA by recipienﬁ
countries before and after the oil crisis clearly indicates
that Japan began promptly té spend more on othé; régions

beyond South- and East Asia.’ Consequently, the share of

assistance ‘to the Middle East tripled to 11%, that to Africa

’ o . b
quadrupled go 7%, and that to Latin America increased six-

fold to 6%.°2

.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%

~in the mid-1960s largely becausé of Japanese direct

investments and a layge number of Japanese immigrantls in the
region, but it was reduced to only 1% in early 70sg¢
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The specific Stretegy represented by- such a drastic,
. & _
change in the ODAédistributiohipattern~can be summarized as

the following.

Japan must grasp the significance to ite:@wn"interests of -
Q : .

>

the geographic regions of, as well as the shipping Safetyrl e

in, the;Pacific,Baein,'the'Gulf and countries bordering gr:'

adjacent to the stéategic straits and canals, which inciude

- the Straitfof'Maiaeca, the Suez Canal, the Strait of Hermuz,

the Paﬁama'Canel, and the‘Cape‘of Good Hope. Quite a few

countries of these areas are politically unstable. “In
Japan's view, the best .assurance of its security .can be
achieved - by building  mutually Eewardihg economic

relationships with fthese countries, which is known as

Comprehensive Security. To that end, Japan has 'given a

" considerable amount of credit to ODA as the effective means

to contribute to the stability of developing countries.

The surest insurance of free and safe passage through

- these straits and canals lies in the peace and order of

contiguous countries brought about by the smooth: development
of their econqmies and stabilization of their peoples!'
livelihood. , )

It is, therefore, necessary for Japan to cultivate
closer relationships with these countries and contribute to
their economic development.3 ’ :

s N

% Such a concept still prevails as reflected- in the

.International Cooperation Initiative, which was first

announced by Prime Minister Takeshita in Londen, 1988. This
concept is based on three non-military means: cooperation

for world peace, enhanced ODA, and cultural exchanges.

) ! . .
3 Economic Security, op.cit., pp.182-184.
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- The Obiective‘bf Increased Disbursements -

*

The 1ncrease in Japanié&ODA dlsbursement is a response to -
external expectatlon foré%he redistrlbutlon of 1ts economic
wealth. A ‘desirable f:rm of North South 1nterdependence is,
as stated in'"the Whltepapers~ of Economlc‘ Cooperatlon
compﬁled by;\the‘ q%nlstry &of‘ Internationai _Trade and
Industry, that’ r1cher countrles redlstrlbute the1r wealth to
poorer countrlea, and at the same-tlme heip those that are
suffering from hunger and poverty.‘ Japan:yas, too, an ODA
reéfﬁient country_untii 1954. _The‘QQmei Expressway{ which

cbnnedtsb'rokye and Nagoya; ‘could not fhaﬁe. been completed

without the a551stance of the World Bank

\ <

E

Orlglnatlng as an obllgatory part of the war reparatlon

agreement to Burma, Japan's ODA has been dlstrlbuted malnly

-

in the form of yen loans, bllateral grant a1d and donatlons

to 1nternat10na1 organlzatlons such. as the IMF the\World

Bank and the Asian Development Bank. v :;' -

T

Traditional donor ‘natlons .of’ 51gn1f1Cant amounts of

foreign assistance such as France, Great Br1ta1n and;the'

United .States appeared to be afflicted with aid fatigue

during the recession years in early 1980s. Subsequently, -

' the expectation for Japan's ‘increased ODA grew - stronger

among the advanced nations as well as developing countries.?

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%, but Japan's flgure has
been in the vicinity of 0.33% for the last seven years.

-
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disbursements for' ®DA. According to the Blue Book of the

Japanese Foreign Affairs: S

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 dgreater international contribution so as to
respong positively to the expectations of both the North and
"South. » : e :

- /,

Th¢ quotation above gives an impressibn-thaf Japan increased

!

(its oba disbursements more in expectation /of pleasihg*other-

advanced nations than sincerely ‘wanting to help developing

+

couhtries, Similarly, cynics and jburnalists who want
sensationalism often say that "Japan considers A as the
"membership fee" to the club of advanced nations. Despite

=

Japan's full éligibility to the membership of the OECD, they
say that Européan govérnments are "crusty and snorty," and
so Japan either turns its gaze to the Third World and uses

ODA as ~a "chéck-book diplomacy” to ‘make ffiehdsi or

increases ODA disbursements in order to please other

.

advanced nations.®

U.S. Foreidgn Assistance Policy

U.S. foreign assistance takes two forms: provision of

. . ’ s

military pérsonnel and equipment, €nd economic ass}stance.
In contrast to Japanese policy, the American perception of
interdependence has'not affected the fundamentals of U.S.

foreign assistance policy, which are the achievement of 1.

self-support, 2. workable economy, and 3. democratic social

5 White Papers of Japan 1987-88, p.23.
6 The gconomist June 17, 1989, p.25.
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and economic reforms. Forelgn assistance pollcy has been

consistently a part'of the UJS. foreign poflcy to "w1n the
: ]

heart of developing c&untrie# for capltalxsm and democracy

in contrast to the Rus$ian embhasis on governmental planning,
and one- party control ﬂ ’ f
\

In the early postwa perlod the emphé51s of the foreign
assistance policy was given to the reconstrggtlon of Western
"Eyrope. The Marshall pléia reblaced the United Nations
relief'énd rehabilitation aid in 1947, és the United States
found out that the latter leéked out to Easfern Europe. The

emphasis on the reconstruction of Western Europe attributes

L)

to three factors:’

1. European economies had been highly integrated and
. -

advanced. They dominated half of the world trade before the

war;
2. For this reason, Europe was where the U.S. assistance
could be most iﬁmediately effective. The recovery would

soon be reflected in other areas, as supplies for Europe

were procured from non-European countries; and

3. The location of Western Europe was important in

strategic-security “erms.
The Soviet Union began pushing'its own interest by means

of credits extended to other countries 3in the 1950s.. U.S.

-

President Eisenhower stated:
2] , ¢ . [y

7 Elliott R. Morss, Victoria A Morss, -U.S. Foreign Kld—
an Assessment of New and Traditional Development Strategies
(Colorado: Westview Press, 1982), p.19.

114



Communist tactics against free nations have shifted in .
emphasis - from reliance on violence and the threat of
- violence to reliance on.division, enticement, and duplicity.
We must act in firm assurance that the fruits of freedom are .
more attractive and desirable“than the record of Communism.

The U.S. military assistance was allocated to countries
which were on the rim of the Communist world and vulnerable
due té widespread mise;y an bsocial discontent. Atvthe same
time, many expérts begén to argue -that the United States
should place Ggreater ehphasisn on enhancing Eb;}ticai
awareﬁeséyand social reforms ia newly independent aeveloping
éountries. In all these countries, millions éf,peop{e lived

3

without .adequate food, housing and education, and the
Communists moved among them and said "come with us."?

In 1961, President Kennedy announced an*anti—Communist\
foreign assistance program called the Alliénce for Progress,
which was particularly designed to gupport social and
economic reforms in Latin America, such as education and
training opportunity, bahking'and/housing. The Foreign Aid
Act of 1962 similarly permitted the United States to speak
with a stronger and more -effective -voice to developing
countriesvthrough military and economic assistance.

The pressﬁre for increased politicél parﬁicipation
"reached gts zeﬁith" in Title IX of the Foreign Aid Act df
1966. It called for an emphasis to be placed on: |

assuring maximum participation 1in the task of,
economic development on the part of people of developing

8 State of the Union, January 5, 1956, Pres?&ent's Public
Speeches 1956, p.5.

9 President Kennedy s broadcast remark on trade- ana forelqn
aid, September 23, 1962, President's Public Speeches 1962,
p.713. )
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countries through the encouragement of democratic prlvate_

and local institutions.10 -

’

During the late 1960s‘and 1970s,+ the empha51s was given

to helping the poor over strategic and,{ political

consicerations, though  the two were often ‘intertwined.
! ; )

i . € R !
- Under the Foreign Aid Act of 1973, for instance, the highest

‘priority was given to direct improvement of the lives of the

@
poorest of the people of developing countries and their

capacity to ©participate ~Nn the development of their

i /

countries. e : N

‘In the lase 1970s,1the hope for detente was dimmer and

" - 'I‘

the two superpowers appe@red as though they were competing

in an ‘'aid flght. (Im‘ 19807:>Pres1dent Carter stated that
o re b /,r’ ~

"meeting tHe competltlon with the Soviet Union in various

0

‘,places in the ‘world is not an ed/; challenge without us1ng

-

the foreign aid budget.l11

“the tremendous mllltary arsenal that is avallable to hlm as

Commander in Chlef " and requested that the Ccongress approve

<
13 - ¢ » ] ) »
The 1mportance of military assistance and A democratic

reforms Jis still a basic pillar of tod3<'s- U.s. foreign
@ \

assistance poligy. As pointed out in Chapter 2, the United

.

States considers military assistance Uas’ a wherewithal

without which the best ‘development program and wisest

diplomacy cannot work.- - Economic assistance‘helps to reduce

.

poverty and economic .and social inequalities that foster
S . " %\/\
/

Fogeign Aid op.cit., p.21. . :
s at a White House briefing for members of

Congregds, May 19, 1980. President's Public Speeches 1980.
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violence and external interference. Thus, military and
economic assistance are complementary, and not sufficient

when separated.

A

In the ®.S. foreign assistance»policy, democracy is a.

"problem solving mechanism." A q-S- officiellexplains the
- ,

importance of democracy as the following:

1. Democracy's consultative process offers the best means of
translating the people's 1nst1nct1ve longing for peace 1nto
government policy: .

2. Moderatlng power of effective democracy is thé surest way
to prevent tensions from breaking .down into - internal
violence; :

3. It-is the best chance for stability that 1nvestors need
~to plan-ahead, confj dent that the future is less llkely to-
hold arbltrary shift . in government policy or sudden

outbursts of civil strlfe, and .
’ v

4. As a matter of, diplomacy, it is far easier for the U.S.
to deal with democratic nations than non-democratic nations,
and also_to mobilize U.S. public support for foreign policy
. action. o

summary - S .
It is notp surprising ’ that the comparison between

Japanese and the U.S. foreign asSistance’policies yields a

conclusion similar to the eomparison of their concepts of ™
interdependence. o ‘ |

Japdnese ODA policy is based on three considerations: 1.
in the  context of North-South interdepe?dence, ‘to

*
S

L

12 Assistant Secretary of State for Inter-American Affairs,
Langhorn A. Motley, address before Council of the Americas,
Decelber 8, 1983, Department of State Bulletin February

1984, p.44.
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redistribute its wealth, and to help developing eountries

-achieve self-sustaining economies; h

2. as an economic development model, to respond to learn-

from-Japan kind of request for technical assistance; and

P 8

3. as a trading nation which bases itS‘ii?g;ihood on trade

in order to achieve “any sort of economic growth, to reduce

its vulnerability and securéj'a steady expansion of the

-
!

Japanese economy. ‘

" The U:S. policy 1is,. 1like Jaban, direcfed to help;pg
develdping countries achieve‘gelf—5ustaiﬁing econo&ies and
hopes to.réceivé economic benéfits from them.m;Such éconpmic
Sevelopment; the United Staﬁgs believes,' can-Abe achieved

through the promotion of democratic and.social reforms.

Thus, the United States considers it necessary to give

"advice to devz%gpingﬁgountries in terms of their domestic
policies.’ Fo instance, the -Central ~American DemocracY}i

Peace and Dd&elopﬁent Initiative Act’ of 1984 authorizes the
United States to providé funding for such domestic matteré

as the administration of justice,- which is the best way to

safeguard individual 1liberty in the region. The Caribbean

Basin Initiative of 1984 provides additional evidence of the

consistency of the U.S. determination to support democratic

reforms. A o ) )

L

i
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The most salient features of recent trade relations
include a tende to view one's “trading partner's economic -
system and commercial practlces as "problems," and - a
tendency for frlctlon,to arise not only over dgoods but also.
over”serv1ces - :

. .To describe the ongoing problem between Japan and the
United States in short, the United States ‘views Japan's.

economic system and commerC1al practlces as Qrobleﬁs. In S

o

this regard, the U.s. —Japanese Structural Impediment
Initiative Talks, ‘whlch were 1nitfated in 1989,. are

significant in that both parties began to discuss domestic

structural matters in detail.
' /

~ ~ " ,
Traditiohally, trade talks betweer, Japan and- the United
States were, in the wquﬁ/ofr’H615}ook, U.S. Assistant
Seeretary,of state for Eastern Asia and Pacific Affairs,

"pathological repetition" of the fdllowing:

1. The U.S. would identify a specific trade problem and
raise it with 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 eggéd by the Hills, the.U.S. would escalate it
to the very brink of a polltlcal ‘breach.

2. An agreement was flnally,struck, which the U.S. viewed as
inadequate, and Japan viewed as the result of totally
unjustified public bullylng that has taken place without due
regard for its concerns and problems. -

13 White Paper of MITI, White Papers of Japan 1984-1985,
p.9l. : ~ ‘

14 Before the Japan Society, New York, November 21, 1980,
Basic Documents 1977-1980, p.1040. :

1

-

119



. @

Inlmacroécopqmic'té;ms, Japan hagisﬁccessfuify managed
to bopst ifécdomgftic“demahdf ;nd4has reduced ité overall
/tra&é su}plus remarkably ffbm $96 bi;lion ip‘1987;to $34

ﬁ;\pillion in l982% It is,”howevef, still'relatively largé(

and the%&;is a prediction that its surplus with the United

. ﬁ/ -
Statesy is likely tg increase again. Nonetheless, that is
not the real 'issue anymore[ at least forfthe”momént. The

a

United States has‘byt,off an immediate sBlgtion to itéytrade’
deficit with jépah. Its urgent task is to put “an end to the
pathological repetition df negotiations, and have Japén
really Qggn its market,iﬁ the way defined by the;Unitéd
States’. The ’United States threatened to apply the. Supe;
- Article 301, the most p;otectionigt measure of its Omnibus
Tréde law of -1988, if the negotiations failed to reach a
substantial settlemenﬁ. Unlike :its~ lng ,version, which
could be applied only against uparticula;‘ ﬁroducts or
companies of -a country, the Super Article 301 permits ;
retaliation- against the entire country, if the U.S. Trade
Representative finds the country gﬁilty of geiﬁé unféir to
the United States. In other words; if Japan continues’ to
export as much as it has and yet not inérease its imports
from the United States, and if there ié a good reason for
the U.S. to 1label Japan unfair, thé .Unifed States cah

legally retaliatedagainsf 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
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has taken ,.the lead throughout the conference so far, to

which Japan would either ‘explain or refute, and'ﬁoreaqften

e : -

than not, their points of view did not converge.

k]

Points the U.S. made about the Japanese structure e

-

The _ United States summarized its points' in six

~interlocking categories: price mechanism, distribution

system/ ‘investment and savings, land policy,. Keiretsu%’and

. -

exclusive business practices. We shall ,examine each category

in order of the American argument, the Japanese response o

,‘exp;anation; followed'bY'a~genefa1 diséussion‘to supplement

the arguments.

(1) Price mechanism

A

A survey conducted by the U.S. gdverhmént indicates that

consumer price in Japan is by and large, higher than that in

the United States. The.United States repbrted 52 specific-

Japanpese products'asAan example of products that are priced
highertin Japan than in the United States. It emphasized
that it spoke for the Japanese consumer, who did not share
the benefit of the appreciated igg. The Japanése industrial
structure is designed to protect the producer, haglecting

the interest of the Japanese consumer, and therefore the

price cannot be determined with priority to the consumer.
Subsequently, the high consumer price im Japan forces

foreign companies to price their products highékc
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A survey conducted by the Japanese gpvernment on the

little dlfference

other hand 1nd1cated that there was

between-at home and abroad in the prlce of products made 1n

Japan. As for hlghly prlced products, Japan explalned there

were ratlonal reasons that the United States s1mply failed

to understand. Japan promlsed to lock 1nto the cause of the

high price of imported products

,\‘

It should be p01nted out first that Japan s prosperlty

owes much to the people s tolerance for the dlscrepancy
between price at home and. abroad. - - h

According to' an OECD sur;ey, the . consumer price in
Japan as'of June 1989 is about 40% hi;her than that in the

" U.S. Another suryey shows that the average living cost in
compared to, 100 in -

New York is 72, and,-in Hamburg is 68,

‘Toﬁyo; .WEnergy, hydro and housing»éOsts are particularly
high in Japan. . The price of rice is usually three to five .

times more expensive in Japan than the world market price.15

(2) Distribution System

There are so many administrative regqgulations, which make

the Japanese distribution system process two to three times'
that the market

longer than the American counterpart,

mechanism does not functlon properly. 16 The United States
)

&

15 Yasuyuki Tonoike, 1990: Sekai no quk1[

(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.

Nihon no Sentakuw
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specifically named Large Retail Store Law, Wwhich it wants to

have abolished, and the Truck and Aero Transportation Law

asv‘exéessiyely strict 'regulatibns. It 7p5inted out the

v

inadequacy of the facilities and “infrastructure of air

transportation; harbors, and highway\ﬁétworks in Japan, apd
'propoéed fhe‘eafly.completioﬁro? new airports that aré under.
plan. Business;practices sﬁch as consignmént'saleé were
‘aléo,hamed as impegimeﬁts to-an efficient disﬁribution é;d
the participation of foreign business. The United States
proposed as a solution that Anti Trust Law be strengtheﬁed
against companies that are unfair to féreign particibants;
In regard to theée tclaims, the Japanese government
explained ‘thaf it was cdnsideriﬁg a’ pélicy called

Distribution Vision 1990,'which‘includeé revision of some

relevant regulations, and setting of guidelines for a more

strict implementation of Anti Trust Law. Nevertheiess,*ﬁt

argued that the Japanese distribution system was generally_

)

as,efficient as its American and European counterparts.

To be more zéﬁecific about  the Japanese"distribution
sYStem,i there are éightéen administrative regulations
.including permission, authorization, license, approvai,
designation, acknowledgément, confirﬁation[ verification,
certification, registration, and notifigation. Each one of

them concerns a vested interest of different industry and

v
LY

Chikara Higashi, G.Peter Lauter, The Internationalization

of the Japanese Economy op.cit, p.39
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/ “its 1link with the ministry ,EEES has the authority.A For
example;-Large Retail Store Haw, the'very’law in question,
entrusts MITI the Ministry of Internatignal sTrade ’and
Industry, the\authority to oversee the aCthltleS of b1g
enterprises in order to protect .small= and medium-sized

enterprises, or,  as the ‘United States calls them; mom-and-

pop retaiﬂ 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

l

“negatively the maintenance and promotion of small- and

medium -sized enterprises located nearby - (See .Graph II in
the Appendices for a comparison of the distfibution
structures\of.major advanced industrjial nations.)

(3) Investment and Savings

The United States pointed out that an increasing amount

-
~

of Japanese capital was,flowing into money and stock markets
overseas through banks, insurance and security companies as

Japan Money. The United States demanded that Japan make use

of its capital for the improvement of its infrastructure, N

and, for this purpose, raise 'its expenditure for public

17 The law stipulates that a large retail store is 500m?,
and 1,500m2 in districts with government ordinance. After
the third conference held in March 1990, Japan expressed to
~the U.S. its intention ¥o consider revision or abolltlon of
the 1law. Nevertheless, the Organlzatlon -of Small— and
Middle-sized Enterprises in-Japan.is determined’ ;to protest
against any mitigation of the law. An LDP member ~commented
. at a press interview in Japan that the abolition of.the law
would destroy the whole community of small- and mlddle sized

enterprlses
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works up to 10% of its GNP in three to five years,

2

parks, highﬁays and sewage:18' It was SUggestedEthat the

Japanese government turn to the social secdrity fund for a

) ¥ -
financial source. As to private spending, 24-hour operation

<.

of cash dispenser machines was reégmmeﬁded to faéilitate
cashing. o o =

‘Inzfésponse to the Américah suggestion, Japan ﬁoiqted/put
that Japan's savings rate wés acfually declining at a sfeady
’paée, as thé/younger generation~had a prbélivity tors

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

works spending, Japan denied the criticism saying that its

(4 . . . € :
expenditure for public works was higher than other advanced
nations. Lastly, it explained that the social security fund

was not applicable for other purposes, bedause it was a

_provision for the future. .

Table VI. The Savings Trend in the U.S. and Japan

1. Gross Savings/GNP: J
1960s and 1970s 1987 [
U.s. 14.8% - 10.1% . 14.8%"
JAPAN 27.1% - 32.9% «# 28.2%
Source: \ S : ,
Samuel P. Huntington, "The U.S. - Decline or Renewal?"

Foreign Affairs (winter 1988-1989), p.85.

18 In 1989, Japanese government expendituré‘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, 1989), p.146.
125 (\k
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2. Household Savings/ Household bisposable Income:

£ - ) " 7
1978 1987 €
U.S. 9% 6.3% '
JAPAN 21% 18.3% )
Source: ° . . N : . B
Bank of Japan, "Comparative International Statistics,"

Japan:. An International Comparison, p.86.

. B
Many in the United States assume thgat JapaneSe import of

manufactured products will increase as result of smaller

ifivestment for production. In this ay, the increased
domestic demands not met by increased d mestic production

capability will lead to-more imports from the United States.

(4) Land Policy .
Thie is the very root of Japan'évstructurai problems:
.The high costyof_land and housing needs an urgent  remedy,
which requires an improved eupply—demand balance. As a Qay
to increase the supply of land, the ﬁnited‘states proposed a
relaxafiog of Japan's City Plénning Law, and a tax reform.
The:propoeals for the, latter were: 1. equivalent taxatioh
Upoﬁ farmland as residential 1land, 2. relqyation‘of land
transfer tex, 3. reinforcement of fixed property tax, and .
4. . abolition of tax_exemption on farmland in urben areas.
For future ’implemenfation of efficient 1land supply, the
procedures of decieion—ﬁaking should be rationalized, and
the authorify should be centralized in oneragency;

Japan had absolutely nothing to refute in regard to the

criticism by the United States. It explained that the
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proposal for the Baéic’Land Law had been submitted to the
Diei; and the government had already set odt to investigate'
matters concerningvland reforms.v
" Just how high‘is the cost of laﬁd in Japan% In acreagé
terms, " Japan 1is 1/25 of the United States, bdt in prigei
| férms, Qné could buy 12 Americas by selling ﬁne Japan. Other
data~sh6w that the .land assets ratio of GNP in the United
States is 25%, while-that of Japan is 66.2%. Under these
circumstances, thé existing industrial structure %n Japan 1is
'désigned:in SUCH a way that the high cost of land provides
smooth money supply. | 7 | |
It will be definitely disa;troustof not only Japan but
the United étates, 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 staitaselliﬁg the
lanq and stocks they possess in the United States, In
'consideration sf the large amount of American stocks held by
Japanese, that would poss}ély cause serious economic chaos

in the United States as well,
. 'ﬁ, 3

i -

-

(5) Keiretsu\(Conglomerate)
The United States pointed out that transactions and

(Eorneringlg as well as ©personnel arrangements within

19 Cornering is a virtual monopoly of certain goods or
services, enabling the holder to control the price.



Keiretsu obstructed the participation of newcdmers in the

Japanese market. Keiretsu corporations sﬁould, therefore,
regularly diséiose the information concerning these matters.
Keifetsu, also makes mergers and acquisitiohs in Japan
difficult. ‘Co:porations“ procurementr of products and
sérvices must  be determined by, not the busingss
relatipnships in the past, gut by price, dquality of
products, and after-service.

In- response, Japan denied the criticism and providéd
eviderice of increasing‘ purchase and sale transactions
between Keiretsu and non-Keiretsu companies. For instance,
Nissan and Isuzu procure about‘40% of their automobile parts
from non~§ffiliated compahies. Japan also pointed out that
there were congloﬁerateS' in the United States, too. 1In
respect to stock cornering, japan replied that there wasvhot
' ﬁuch ‘that can be done, because the governmént was not

" supposed to regulate the acquisition of stocks, 1i.e., who

owns the stocks must remain free. As to mergers and

acquisitions in Japan, Japan regretted that not many

American companies seemed intefested in spite of a number of
opportunities ih 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 inqﬁde-Keiretsu transactions
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are not predominant at all. The average percentage of
inside—Keiretsuvpurchases is 11.5%, and sadles 4.6%.20

4

K

(6) Exclusive Business Practices
. . <

The United States criticized, the Japanese business
community for having a host of commercial practices ianapan

‘that made it difficult for foreign coempanies égp even

Japanese newcomers to participate in the competition. Thbse
specifically pointed out were Dango (group bgy&ott),

cornering, long-term supplier-customer relations,i}icensing
and pgtent.‘ systems, suéh ‘as Liquor sales Law and
Pharmaceutical Law. The United States argqued that these
were all violations of the rules of free competitioa.
Japan's Ministry of Construction and Fair Trade Commission:
was investigating_ impediments allegedly .caused by Dango.
Japan, however, went on a defense by poiﬁting out thaf'tﬁust
developed through long-term supplier-customer relatidﬁships,
was an important contributor to corporate competitiveness.
Japan also explained thatllicensing 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 Econom&,
op.cit., p.40.
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(7) Other pofits | »f _ : L
Other criticism by the—Unitedfétetes included the 1long
working hours and inconVenientreccess to resort areas, which
the United States p;esumeddiscourageleisﬁre}deveiopments.
To some extent, such criticism‘is,understandable. In 198§,~ o

the average' working hours per year were 2111 hours in Japan ‘
. ” ! e
. . : : ‘ T
against 1924 hours 1in the U.s.21 It must be remembéred, . ,

N

- T 2

,

however, tnat: a majority of Jepéneser are forcedrito{fuork
,retner than workaholic in order to - make éﬁ&%;ﬁeét. This .
pfoblem,'therefore, is intertwined with the problem of the
high cost of 1living in Japan.

]

The Japanese claims

Japan was prepared to point out some of the problems 1n

the American structure. ﬁrﬂ;_ﬁk_guwvuﬁ,,wiﬂ:, - .

First, as noted earller Japaﬁ’*roposedrthet the United

N
states erk to correct its 1insufficient . savings and*

+*

excessive consumption. Secondly, drawbacks—of the Anericani

corporate aotivities were pointed out. In the Japane :

opinion, the hlgh 1nte§est rate in the Unlted States makes -

,corpora%e flna§c1al souxc:ng costly, caus1ng 1nsufflclent4\

‘investment for product;on - facilities and equipment;

Insuffioient investment in production is also éttributed to

i. the short—term—proflt oriented busrness management in the
- \, - ’

AN

U. S,, . whlch N gives prlorlty?\i;oﬂoshlgh dIVldeDdS 'for

a,

21 cf. The average fof;ﬁest’Gegmény is,eveﬁ‘IoWer/NIESS
hours. - ) ' N N



. Keizai Zusetsu, op.cit., p.79. -

stockholders/_and " 2. increasing number of hostile M&as,
which pressure corporate finance;’ Thirdly, Japan clained

that the U.S. . government was too strict on its - export

. control v Particularly, the abuse of Ant1 Trust Law and

COCOM regulatlons obstructs healthy corporate competltlon

.For example, Japan proposed that 1t ‘was necessary ﬁor.the

, -
ggovernment to prov1de continuous ass1stance and gu1dance for

the promotlon of joint research and development and to

A}

‘relax its exceeéively strict'implementation of Anti Trust

Law.22 It was proposed in this connection, that the United

States should consider the . full adoptlon \Qf the metric

system in 1ndustr1al and sc1ent1f1c flelds.AFourthly, 3apan |

‘urged the==U.S. government to work systematlcally to promate

exports and eqFourage American companies to make greater

effort in marketing in Japan. v .
Japanese experts such ae experienced‘ businessmen’ and

Business | consultants share the same view with~ their
® - o

government. They point out that the failure of American

“businesses to succeed in the Japanese market is, in many

cases, not caused by the quality of their products but their

D@ AR

w4

2
I~

ineffective marketlng practlces. They say that the absence -

of marketing effort dates back to the early ‘postwar period,

when the United States dominated almost half of world GNP

and did'not have to think hard aboyt how to export their

22 Research and development expenditure/GNP:

Japan ...2.52% U.S. V..2.7% 7.
Government support including and excludlng defense
Japan ...0.58% (0.56%) U.S. .1.27% (0.57%) Nihon

Lt
/
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- Japanese language.

in the next five years. They include: -

" 23 Business Tokyo March'1990, pp.16 and 41..

i

products. Forrexample, few Amgrican automobiles expdrted‘gb
Japan are adapted to the Japanese tféffic system, which is
the opposite of the American systéﬁ: their driver's séat;
are still oﬁ the left side. fAnother example is that many
American companies dpA not care to make 'Tzaflets in the
23 .

Traditionally committed to minimum government interference

-and maximhm‘liberty of private enterprises, the overall U.S.
export. promotion\jspéndingr'is less than any other major

advanced industrial country. Today, however, American

exporters, particularly small- and medium-sized ohes that

are always shert of funds, complain, "our government ¢is not

on our team, and is not_éyen coming close to doing what
other governments do."2%4 The bottom line is the 'lack of
. export financfﬁg. In Japan, which. must boost its imporﬁsf

.MITI raised its budget for the promotioh of imports from

$13.5 million in las:j’fiscal year to $54 \million.’zéMITI;

1. tgx credits for Japanese cpﬁpanies that import;
2’_ cuttiﬁg’tariffs on 1,004 industrial goods; |

3. pfovidihg funds for import fairs in small sh;bping
areas; and | |

4. setting up an "import claim hot 1line" in the United

' States.?25

24 "America's Export S.0.S.," ibid., p.29. -
25 "MITI Wants to be Your Friend," ibid., p.44.

A
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A

Iﬁ‘the Uhited States, on the éthe; hand,;where -exports
mugt be bdésted, both officials and exporters are frﬁstrated
with the deficient funds for the promotion of expofté to
Japan! ”In the case of the Eﬁport-lmporthénk fo} instance,
its largest :program," the -~ Foreign Credit Insurance
Association, insufes 2% ($4;A biilion) 6f the total exports
agaiﬁst non-payment, compared to MITI's 25% ($66.2 bilfioﬁ).

' In pursuit ofi budget savings, loans were cut down to a-
meagre $600 million'afrom- $5.5 billion back  in 1981.
Moreover, agricﬁitural,prQAucts, whiéhqaccount for only 12%
of the total Aﬁeficaﬁ ekports, command 59% of the total -
export-promotion budget. Similarly, the U.S. and Foreign
Commeréial Service (U.S.&FCS)} the pr}méry'goverhment aéency
assisting Ameri@%n\ businesses 1in enterinngthe' Japanese |
»market, ié‘financially fruétréteé. The U.S.-related budget
of its Japanese coﬁntérpart, the Japaneée ﬁxport ang Trade
Orggnizationv(JETROi, is eétimated at $14 million for fiScélf
year 1990 and it has 'seven offiée; thfbughout therUnited
' States with 147 éfaff mémberé,‘hélf\of which_aré Jépanggg.
U.S.&QCS receives $4 million and haé offices in Tokyo aﬁd

Osaka, with 47 staff, 37 of which are local staff. They

N » \‘A ) » . . )
. cannot travel to important regions, cannot conduct necessary

,

pre-export research on’Japanese markets, and cannot return
o8 ) * A < oY

long-distant phone cdlls all because of financial
deficiencies. The U.S. government does not ewen co-spensor
A B s

h

JETRO's trade seminars in the United States.?26 » )

26 "America's Export S:0.S.," ibid., pp.30-31.
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VFinally,rJapan-suggested thit ‘the U.S. government should

promote the ’improvement of 1. the education system - at ‘the -~
elementary and high school level, particularly in science,
and mathematics, a 2. corborate training and education for
-empioyees about téZLéﬁﬁﬁtries to which their‘product§ are

exported.27

8

Summary N - ‘ ’ . L

In the -beginning, the Bush administration was\! Ff,;

expecting Japan to come up with a set of hsubstantial

p011c1es 1mmed1at?ly It was looklng forward*to see1ng an 3

x1nterim report comlng in the sprlng of 199Q in whlch the'
Japanese government would at least admit that the U.S.
points about structural problems and impediments in the
;Japanese market had some’ valldlty Now that the general

election in. Japan is over, the attgtnde of the Un1ted States .

* has become unrelentlng and > uncompromising. The Bush
, i :

. s, . . /- .
- administration will ‘be more pro-Congress, i.e., more
. I - !

S T 4
impatient with Japan, and urge Japan to take a bold

initiative, as the fall election in the United States draws

)

‘near. | . “gg

27 The U.S. first responded that the federal government
cannot play an active 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 include:" by
the year 2000, American students will be No.l 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

pointé of view about regulations. The United States

;suggests - the deregulation and relaxation of strict
‘regufations in Japan which control the freedom of,businesé\

T - ‘- . ; N . » \
activities. In sharp contrast, Japan points out that ‘the ..

g

U.Si—ecoénomy is in need of more systematic administrative
N 4 . . ’

guidancé<and control, and frequent communication between the

government and the private sector. Their . suggestions.

L3

concerning Antl Trust Law "is an 1nterest1ng example. The

U.S{~government p}aces‘lts weight above all on the freedom

of competition;gand demands revision of Japanese Anti- Trust
. . . [N St 0

'; - L3 - . ! 3 § . 1]
, Law to reinforce the authority of the Falngrade Commission.
?u . - : : B

P

to puniéh .both conpanies and individuals who ‘conducted

unfalr bus1ness practices. Japan places as much weight on

\

thég broad national 1ntefeét; as ,on the freedom of

entérpr%ses.gThe.Japaneoe government has long legitimizéd

& S — . . . : . < ey s
tradeﬁﬁarrlérs and restrictions whlcn permitted compétition

only among‘ domestic corporations and excluded foréign~

1 B ” -

competition.

If the tradltlonal Japanese economic system is really the

s

cause of impeding forelgﬁ competlglon in Japan, 1t will take

a 'cpmpfehensive and revolutionary structural reform. .. The.
g .

firm tie between government and business and the long-
standing, .institutionalized business ties and practices will
have to be loosened, and that will affect a number of vested

interests. That is, however, just what the United.States

wants to see happen, because it believes that breaking these

135 “

2l

-t



institutions in Japan 1is the only way" left to open the

Japanese market. o B ‘ ﬁﬁﬁé

III. Revisionism ; )
: o ‘
Scholars, economists, and journalists who study United
. i L2 }\ ' -
States-Japanese relations in the 1980# have written
extensively about the cqntrast between American and Japanese

values and the consequent relationship to bLSiness practices

in both countries. While many of them appear to do so for
f

the purpose "of deepening mutual understanding between the

two peoples, there is a small group of #eople who discuss

¢

_these differences in order to urge Americans to revise their

approach towards Japan. They are called Sevisionists.
Revisionists argue that Americans must take a much
sterner stance against dapanese, such as| that taken against
the Soviets, because the Japanese economy and society work
in quite a different ‘way from the rest of the WOrld'sﬂ

advanced democratic nations. This argument has provided a

conyenient excuse for those who prefer blaming Japan for

theirifailure tc succeed in Japdn, or who think they lost

Y 3

their jobs becausé of the Japanese.

Background '\

In order to facilitate our understanding of the

.. . . \
~ revisionist argument, we need to take a look at some of the
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most often discussed 1nst1tutlonal d1fferences between Japan‘

and the United States. We must be aware that the follow1ng'

argument is a mere generallzatlon and that not all Japanese~

and American corporatlons fit in this generallzatlon.

Many Japanese corporations consider a cooperative
company-employee relationship one of the most important

- Company-employvee relationship -

factors for maximizing efficiency and productivity. Such a

relationship can develop through job Security. The Japanese

/

~traditionally considered it despicable to change one's job,

and companies have taken it for granted that they have the
respon51b111ty for taklng care of n&t only§XQ$;;~emp$oyees
but also their , families. Wearing the same uniform

-

regardless of rank encourages the employees to feel that

each of them |is what " Japanese - call "d part of the
cogwheels" which drive their oompanies Secured.- and

motivated by trust and life-time employmeWt employees arev

-~

Tless likely to go on strikes (s&e Table{ VII), and more
. . .

likely to make innovation to keep their bombanies strong and

4 343 - . . - (’ v (@
competitive. | f
_ |

American management of manpower is vgenerally more'

i . f -

conflictual. Many Japanese have an impress1on that Amerlca%

LS ; f x .

companies treat their employees like a tool to make

. , oo : , ) _

profit.28 Generally seeking to make profitsi_as‘_their

"\

~primary goal, Amer}can companies more easily 1§yhoff'their

~ -

28 Chuokoron January, 1990, p.82. r\E 4
. : ) -
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employees when the bus1ness does not y1eld~¥dequate proflt
while top executlves usually’ have "golden parachutes.'{,z9
The range and dlvers1ty of employer-employee relationship in

the United States and the role of unions must also be taken

P

into account.

- sv . . ' . ‘h
’Table[X£;( Days Lost in Labor Disputesr73981f1987).l

(1,000 man-days)

"
e

U.S. - JAPAN

) |
y o )
1981 16,908 , , 543
1982 : - 9,061 . 535
1983 . 17,461 . 504
1984 - 8,499 . ' 354
1985 o ~ 7,079 257
1986 '12,140 .y 252
1987l, ~ - 4,481 = + 256
Note ‘ 2 .

1.) Labor dlsputes as a rule, involve protest action.
2.) The Japanese figures include days of dispute 1nvolv1ng
'protest action and factory closure.

Source: ,
_Bank of Japan,’"Comparative International Statistics, 1988,

Japan: An International Comparison, p.71.

v . -
There was a time, about ten years ago, when many American

managers trled to learn from Japanese management and began

.

to rethlnk thelr company employee relatlonshlps According

to a. recently publlshed.study of the Massachusetts Institute

of Technology, Made in Amerloa, Ameridan companies thaﬁ“haye'

2 .
successfully recovered their competitiveness, for instance
y . ,

For8, - had done one thing ig} commons their rnew strategy

focused on the teamwork of employees, which is quite similar.

-

Iﬁternationaﬁﬁzation of Japanese Economy op.cit., p.48.
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//ﬁi Japaneszﬂtraditionalmanagement.3d " Yet, sqmeHéf the
methods did not workpin the United States. They stem from
the ?basicq differences in 'life styles, "and some are
intolerable  to Americans who work with Japanesé. For*

; - ]

éxample,’many American emplcyees”éannot understand a concept
of leisure as a part of business, which older Japanese
businessmen are. prone ﬁo haye, and the japaneée Folerance
towards overﬁiﬁe working ;nd night shifts.31 | -
A survey of Ameriégn businessmen of JapaneSe—affilié e.dr
U.S. manufacturing firme&, which was conducted bybéJETRO,
demonst;ates‘an intriguing’ contrast ™ef opinions between
American and Japanese managers and. employees. Japanese
maﬁagers say that American employées are ‘too eageé to take
days off, have less loyalty to their companies’and resist
changes_td improve'preductidn, And yet they still want to be - .
coddled ané praised.’American employees,<%th?e other hand,
complain that their Japanese managers are‘ reluctant to
praise them even when praise is due and criticize them too
often. The Japanese . complain that many of their °
vcounterparts lack just—in-time approach to work, and say -
that it 1is another disadvantage of America. "Ame?ican {

suppliers won't keep a strict schedule, or if they do, up

goes their price." Interestingly, the Americans claim 1in

A

30 Chuokoron op.cit., pp.82-83. . _ /
31 Top executives in American corporations are~é§2§§§ions.
They work hard day and night, and even take their work‘*home.

-

o
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" sbarp contra%f*ﬁhat,their Japanese managers treat them like

just-in-time parts, ;;éﬁpave little feeling for'people.32

L4

- "Ten Minutes vs. Ten Years" and'Market Mechanism -

The well-known_aghairperSOn‘ of Sony worries that if
American busiq}%s continéeé ?o;see only tenfminuteS*ahead;
the American “economy will defiﬁitely siump.33 ‘JapanEse
companies reinvest in the research and development of their
producté in anticipation of profifs in years ahead, even if
it means a loss of profits in the immediate future. Keirétsd
may reduceithe possibility'of‘takeover and make it easier
for coﬁpanies to pursue' a long—term"strategy without
worrying about it. Trust between company ahd employees based

- on life-ﬁime enployment may be another :important
contributor. ” |
Differently, American companies tend to pursue ‘short-term
profit in order to pay high ,aividends to their stock
holders. Some Japanese observers even maintain that
Americéns forgot that money firstly §aci£i§ates,the sbéedy
exchange df tangible .produced goods and intangible services.
As the American economy is primarily consumef-or{ented, the

<

United States prefers to buy from other- countries, if thgir'

@

products have comparative advantage 1in quality &and price .2

' . - &
over domestically produced goods. For example, television 53
set §Q§ automobile markets, which used to be ékmdnated b
32 Bus®ess Tokyo op.cit., pp.24 and 26. . ‘ ’
33 AKki® Morita, Shintaro Ishihara, "No¥ to Teru Nihon
(Tokyo: Kobunsha, 1989), p.22. ] g - . o
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American companies, were significantly penetrated by'thbse
AL

manufactured by Japanese companies. In the American view,

that was ‘how the liberal market mechanism is supposed to

' —~work. , : I
;\ ) R \‘ ' . —~
Sincerthe late 1970s, ‘however', many American manufacturedA

a

products have 1lost their compqratfveAadvantage’to’suéhua

degree that related jobs were threatened in the United

-
]

States. The U.S. .Congress was quick to relate to trade

problems associated with unempigymeﬁt; because it was
E <£ ) X °
politically appealing to talk . in=- favor of protectionist

measures to limit imports from Japan.3%4 Nevertheless, the

reputation of the quality ofuJapanese manufactured products
has been established, and many American consumers choose

Japanese products over American, in spite of the now higher

prices. , -

Revisionist Arqument ﬁk?

Although officials in both Japan and the Un@ted‘sgates‘
seem to pay little attention to it, revisionism has givén a

plausible alternative to the impatienf American public who

believe that its government should be more aggressive 1in

dealing with the Japahese government.35 One revisionist

R 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 somne actlve revisionists, James Fallows, the
Washington editor in chief of the Atlantlc Monthly, Karel G.
van Wolferen, a correspondent in the Far East for a Dutch
paper Handelsblad, Chalmers Johnson, a professor at the
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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
y -~

‘diplomatic practices between countries at peace;"36
.o e~

*Revisionists enumerate many cudtural 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 } ’
characteristically claim that the Japanese socioeconomic

.system 1is a troublesome system that "belungs to neither

Western capitalism nor'thelSoviet'type of Communist economic
éystém," which Chalmers Johnson labels as Capitalist
Development Sstate. 37 . For. instance, Fallows contends that
the °éooperative company-employee ‘relationship in Japan
discussed earlier put thelfpnction of infernationél mafket,‘
competition out of order. - Because of the relatively
compromising stance of employees in Japan, therwagecincrease-
can' often turn outr to be 1lower than the productivity
increase, which enables Fhe»price of Japanese products~to,
remain chéaper than foreign products. As a result the U.S.

government was forced to take protective measures for its

industries.38

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," Foreign Affairs
Vel.65, No.5, (Spring 1987), p.301. ‘ .

37 . Ibid., p.288. \‘

38 Bungeishunju January 1990, p.150.
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A pro-revisionist member of United Automobile Workers v
(UAW) says that American automobile and aﬁtoparts workers
are turning Wtheir angéf towards the 7U.S. rgovernmént énd'
their managers as well, because ﬁhey arelnbt well—pfétectéal
like theirv Japanese éounterparts. At <£hé same time, he.
believes in a preconceived Aidea that the  iJapanesé
government, corporationsaaﬁdiunions are a1l ﬁnited in their
pursuit of one goal, a goal to protect the interest of the
nation. He says, hit is unthinkable in the United States;’
where the social valué is based on indiv;dualiSml"39 |

Similarly, Wolferen argues: ‘ L

The essence of the problem is not that Jépan 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.

He defends the United Statés by saying that it is hardly to
blame, because Japan has deceived other nations' by
presenting itself as simply anotﬁer 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 freéh examples of Japan's
openness.v |

The Japanese government and corporations hire the best
lawyers and former administration officials to defend their
position in Washington, and provide funding for academic

research on Japan by American scholars; whose bread and
butter is defending Japan.

39 Asahi Shinbun February 28, 1990.
40 "Japan Pioblem," op.cit., p.288.
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= He~even ciaims that’fJapéﬁiswsuccesSEUIﬂeeonomy is, for

- T

"many Western eccnemi\tsjptantamount to "heresy ndl - Finally,

T

vhav1ng part;cui‘?rzed Japan and generalized everything as

the “Japanese Svstem," he argues that.

only _ actionfthatlfqunficaIIv “singles out Japan will

imbue the Japanese System with the sense that the 51tuatiqn

has become intolerable for the United States
,Anotner3characteristic of revisionism concerns mutual

understanding. - Revisionists maintain that Americans who

have lived in Japan'long'enough to learn the language and a

Alotipf other things about Japan are the last kind of people

who can be trusted in terms of making a Japan policy.
, ,

N .
Fallows calls such people as Mike Mansfield, who retired-

after eleven vyears of ambassadorship-,to Japan, "JéBan
| : N

Handlers." 1In his opinion, they tend to bé%too sympathetic

to Japan, and therefore they are gpt capablq of making a

rational and patriotic ]udgement on the U.S. Japan pplicy.

A

Sunmary

From an objective point of view, revisienism is 1. a

cbmprehensiv’e‘”summary-~~ef~»~e¢e£tainv_i1§me£i‘c_§IJ§r ~honest but

preconceived perceptions about Japan,rand 2. exaggeration of

Japan's uniqueheés only to draw the American public's

‘attention. Its argument is partly basedron facts, but does
FeoY D25RT Oh ATRE. PER TeeR

'not really vyield a constructiyeﬁxconclusiOn that may beij

41 Ibid., pp-.293, 299 and 303. .
42 Ibid., p.302.

43 A crit1Que by George Packard, Bunqeishunju January
1990, p.9s6.
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helpful to the solution of U.S.-Japanese frictions. In the

meantime, it must be added, many Japanese unknowingly concuf‘

with revisionists. ‘Firstly,' Japanese themselves produced
’ B

. . P L. . .
their image of uniqueness. Secondly, theéir reaction 1s one

of 'a persecution complex without any intellectual and
logical refutation.

In a world where cultural diffe;ences cause'distraction

and, w%}h little4patience, hostility, revisionisticvideas

can be harmful to friendships between nations that have been

cultivated over decades. The result of an Ameracan poll

showed that the American public fifls more threateﬁed by the
Japanese economy than by *Soviet m}litary péwer, and it is
feared fhatq revisionisﬁ may have un ecességily provoked
hostility in Fhe pu?lip of both the Unité States andﬁJapan{

¢

Such hostility may eventually . threater the genefally

friendly U.S.-Japanese ‘relationship. The Ecdnomﬁst

' ' ' R ] y .
unhésitatingly warns that such  revisionistic = ideas
encouraging differential treatment .of Japan are "mistaken

) T .
premises that yield a misguided and damaging contlusion."44

Both the United States and Japan must see to it, therefore,

that revisionism remains a mere reference in a logjcal

® 4

discussion, and does not spread.- in the pubiic as 'an
irrésponsible logic that vonly aggtavateé ‘the already

existent emotional resentment- towards each other. ‘

')

v

44 . The Economist November~18, 1989, p.1l5.
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IV. Conclusions

I3

‘The three Casefstudies in this chapter give substance to
. the difference between Japanese. end Americanvqconcepts of
intefdependence clerified in éhapter 3.

The diversification and:increased disbursement of Jap-n's
Official Development Assistance have -served 'to - secure
Japan's lifebiood, oil and other vital ’energy resources,
thereby reducing Japan‘s sense of dependence on,develoéing
countriee. It also helperapén te fend, off the criticism
from other.advanced nations that Japan does not meet their
expectatio; fot the redistribution ef its economic wealth.

In this way, Japan ‘has sought a position where it can ,be

7
.

more immune to external constrabdnts in return for economic _ -, .
assistance. For the United States, on the other hand,
foretgn a551stance is a part of its global strategy to'

achieve its goal of universalizing democracy and capltallsm,v\

which will ultlmately be in its 1nteg$sts. The United States .

/ isrfully aware of the-frailty of these democracies, and;fgﬁ‘

this reason it encourages democratic reforms of -their

societiee: Thul, eucn an interdepepdent relationship with

developlng countrles enables the United States to expand the

sphere of its polltlcaliand economlc influence in return for

the prov151on of m;;ltarwand economic assistance.
' S | '
.» The purpose 'of stuqying the case of the Structural

g

Impediments In1t1at1ve talks was to spec1fy the penetratlve'/‘

aspectyof the Amerlcan concept of interdependence. In the
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American concept, what used to be absolutely éh'infringement ‘

of Jaﬁénése sovereignty 1is Jjustified under the existing 

circumstance of U.S.-Japanese economic = interdependence.
. & S »

Alth§ggh"the=talks were a two-way negét;aﬁioﬁ‘in principle, |

- the United States apparently took the _upper hand, and

by

;Vehemently picked at every detail of Japanese domestig -

structﬁre whidh the Uﬁitedvstates cSﬁé{dered incompatible
ﬁith%its ideal of free and fair‘cqmpetition..ln the/Americén
concept of interdependence, therUnited-Stétes“ﬂgg the right
to point outrthe problems that exist within thé Japanese
economyz‘ and demand changéé» if they} are proven to be
detrimental to the interest of the United States. Jaban

attempted to be equally aggreésive. . It was, however,

obvipusly much too occupied with preparing for responses .to

.the overwhelming 200-plus American proposals to do more than .

scratch the surface of American domestic  structure.
- ' ‘ .
'Moreover, half of the Japanese proposals were for those

pr&blems that the U.S. government had already recognized as
1 - N .

important issues. Rather, Japan took up the defensive,

becaué% ~a nation's sovereignty is still k inviolable,

@ ' ) :
according to the Japanese concept, ' even 1in a deeply

interdepeﬁaent relationship, and the government continues. to

hold the dﬁthority over its domestic affairs.

STI _being an o?ficial,’approach; the argument of
revisionism is a personal approach to deal with Japan. A

EandelApf people's personal perceptions about the Japanese

E

market and society have been widely presented as a better

3 ’ :
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Japan policy and had a sensational appeal to the American

public. It ha§ provoked some. emotional and,—irratipnal
reactions among the Japanese pub;ic as well. 'kevisidnism
' views Japan as wantinq other nations to accept it as it is.

From the rev151onlst p01nt of v1ew,\however, Japan is‘so

dlfferent that ‘a harmful effect could be caused uponythe

’1nternatlona1 free trade system. by an unav01dable conflict .

between the United States and Japan< Labelllng Japan as '

dlstlnctxvely dlfferent from the rest of the international

community }s, therefore, the only way to prevent such an
- ~.effect. |

‘¢ In generai\terms it can be concluded that theae three
cases’ accuratei\\femonstrate the dlfference between Japanese
and American concepts of 12terdependence. the Japanese self—
prgxectlve stance in an(%ttempt to malntaln its autonomy,

and the American confidence in the uniVersallty of American

ideals and its power to urge changes in others' policies.

-

= , 148 ®



CHAPTER FIVE
CONCLUSION

This thesis began with"a single simple question: ‘Both

Japan and the Unlted States have no doubt that ‘they Ilve in

AN

a world of 1nterdependence and both des
! .

ibe U. S -JapaneSe
b

share the same view on U S. —Japanese 1nterdependence’
»*

We postulated that there is a fundamental dlfference

>

-

between the Japanese and ‘Amerlcan\ concepts - of
) : N ,

interdependence and that this difference is one of the majer

. . . . . T e ..
causes of the heated U.S.-Japanese econemic friction over

the last d§5ade}v In order to preﬁe this postulate, we have
examined the two concepts of interdependence by analyzing
the publie documents related to the postwat U}S;—Japanese
relations, -and applied it to three selected cases involving
bot the United State and Japan. |

_ In Chapter 1, we concluded tnat interdependence has

. . *

been, for Japan, (1) a term to obscure its -sense of

dependence on the g?ited States, (2) an opportunity -to -

demonstrate its imp?rtancé to the United States and other
nations, (3) an‘inevitable circumstance, whereby.Japan had
to ;pzead its high vulnerability in energy supplies, and (4)
thel international political-economic condition where
different systems and wvalues cq-exist and - co-prdsper.
Japan, however, nas always'strivei for a decision making

free Of foreign government interference. !

49

'relatlons as 1nextr1cab1y interdependent \bo they, however,‘
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A
. Faced with a relative decline in its power, the United
"States viewed interdependence as an opportunity~to dissuade

its allies from becoming too’ 1ndependent from 1ts 1nfluence

In order to retain its‘power pos1tion, linkage strategy was'

particularly effective for the United States when Western

5 A

Europe “and Japan were constantlx reminded of“t e potential

L P

,key actor that could prov1de the perceiu 7 necessary'“

Cn

.protection. Thus, after the breakdown of the "tWO track"

-

fp‘,» system, in which finance and Julitary issues were-hand}ed

A

separately among -the .Western allies,' it “was ‘the United

States that most fredUently'demandedithe';inkage of issues.l:

There was a shiftk,in the relationship tamong Western

5 -

. i f{"‘ o
advanced nations, ~ and the United States shared with ‘its

allies the respon51bility in sustaining the 1nternational

economy and protecting freedom, but“ tried to keep its-

overall strength intact.

>

Historically, Japan has been . trememdously aware of, and
sensitive to its external constraints, but the experiences
did_not make Japan politically adeptiiJapan is surrounded by
three major powers, China in the east, the‘ﬁoviet‘Uniqn”in
the north, and the ﬁnited States 1in the west. ’The Oil
Crises added another major external constraint. Japan was

. = 1inescapably involved rather than committed to intérnational
politics. The United States, on the other hand, had less

external constraints. At the end of the Second World War, it

! o

1 power and Interdependence op.cit., 123.
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was vlrtually the only natlon which had the capablllty to be‘

the leader and to prov1de other natlons w1th a551stance for

4

the1r;recover1es from»the war. In thlS sense, the United-

,§tate$ . was also involved ini"internationalr affairs.’

B

- Nevertheless, as. has 'been emphasized in the previous

Y 2
/chapters, the United States was ‘soon drlven to lead the

Western natlons bya,demonstratlng the attractlveness of
e - . i

-~

‘llberal Qemoeradyféﬁa the free market economy. It’had little

ko lose from opening its market, while in return benefiting

*

-tremendeusly from market opportunities . created by

. ¢ ' .
decolonization after the war. Once the essential rules

-governing international economic relations were established -

in the.way the United States desired, the Unitedfstates did
not have to exert overt influencé in order to §EChieve a
favorable outcome.? Economic interdependence ttiggered a

shift in the relationships between the_UﬁitedsStates and

-

economic powers; but did not affect .its zeal for "global

leadership and commitment, ‘both B pbliticaliy, and

o

economically. V
In the bilaterelarelationship with Japan, the United
States has often made use of the high asymmetry in their

relative power relations - the small self defense capability

of Jepan and its wvulnerability to Ei threat of economic
sanctions by the United States - to obtain economic
concessions. Many Americans today, however, claim that fbe
2 Bruce Russett,’ "The MySéerious Case of Vanishing

Hegemony; or, Is Mark Twain Really Dead?" op.cit., pp.217-
18. ‘ , , . ~
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~\Uﬁ1ted States: has been tdb "klnd" in maklng concessions to )
Japan,ﬂgand in effect the Un1ted States has created an

" economic monster out of Japan. Moreover, the Unlted States
. T - ¥ ' . ’ .
began to view '~ Japanese business_  practices as Dbeing

incompatihle with its own.

The previous'chapters demonstrated some of the complexity

-~

arising from U.S.-Japanese interdependenoe. Nowadays, major -

American and Japanese manufacturers have . production

[N

facilities overseas, ' and components of their products are

often made. in more than one country. That means, sales of’

American  products bear a significant’ degree :of
‘responsibility for the lives of not only American workers.
but also workers of other countries. The samepis'true~for

Japanese products.. Decline in the sales ofJEEapanese‘
manufactured products, for. example, subsequently affects the
markets ih Asian Newly Industrializing Countries, yhich have
extremeiy-close economic relationships with Japan, and their
followers such &% Thail%nd and Malaysia. Fluctuation in the
. exchange ratesr are immediately reflected in the profits.
Changes 1in the'interest rates; too, have a global effecth
japan kept cutting its interest rate from 5% to 2.5% between
- 1985 and 1987 in“order to support the demand for'American_3
dollars and to sustain thelU.éf econohy. We discussed the
global impiications of Japanese direct and indirect:‘
investment in the United States. Given the risk of

potential loss that spills outside the bilateral

M :
relationship, we are inclined to assume that the United"

o
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States and Japan share their

d

“however, perceive%a’ major tHreat to their interests “from

~B

foreign competitibn, they consider thHe " situation . as a
. . . . .- “ -

-~
R

‘conflict -of national interests rather than a sheer

LV | . e

capitalist compeEiﬁiOnf The borders, in-this way, suddenly

stand out.® Those who used to bbpose government intervention

make a cghplete turnabout ahdﬁplead with their government

“'for pratective measures. Caught between internal and

external,coﬁstraints, the govérnment does not always act on

the principles of economic rationality. . THis
Characterization of interdependence is partigularly true in
recent U.S.-Japanese economic relations.

- ' &,

Economic Interdependence and:Psychological Interdependence

- . .~
Pfifident Bush invited Prime Minister Kaifu to Palm

Springs, California,‘ih March 1990, to make. sure that the

- Prime Minister would do his best to encourage his government

J | | w
to make a bold decision on socioeconomic structural reform.-

. The Prime Minister stated that it was time that Japan began

N L3 [ 3 ' .“ V‘- .
destinjes.,  When 1industries, .

5

to work hard for the interests of its consumers.-Returning*i’

to Japan, Kaifu tried to encourage the public that their
endurance of the pain which :accompanies-: éﬁﬁh structural

reform would eventually be in their own interests. On his
AN

. part, the President recognized that it was important for the

United States 7to address some of the things Japan had
/ } . ‘ :
pointed out about American structure during the Structural

~

Impediment Initiative talks.
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The results of the fourthlrédnd of. Structural Impediment

Initiative Talks is the following.

&

Japan has agreed: S

1. to revise its Large Retail Store Law and implement it in

5

three years, but there. is no indication that the law will be

abolished;

P

2. to increase its public works spending;

3. to carry out’ a more rigid’imﬁlementatién 6f Anti Trust

Law éﬁd increase fines for those busineésesvthat viblate

these laws; 7

. f4; to ease restrictions on foreign inVestments in J&pan; and

5. to provide better market access for American construction

companies, satellite, :ﬁelécgmmunicationh add ‘ forestry

proeducts, upon i an aéfeeﬁeﬁf was_finally struck after a

oﬁg-month prolonged negotiatioﬁ; )
The Unifed States has agréed; R

1. to reduce gqvernﬁent spending without réising taxes;

2. to eliminate the restrictions on sales of Alaska's oil to
Japan; and
ﬁ, to repeal'the capital gains tax.

This thesis has revealed that both Japan and the United
States are basically reluctant to change. Japan hasrsomehow
ﬁanaged to 'dgal with its’ external constraints while
minimizing changesl-in the centuries-old socioeconomic -
structure in its homogeneous societ;; the United States
wanted other nations to “change aqg saw few reasons to change

'“itself. These< factors seem to largely contribute to the

-
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in their respective structures are'inevitable.

S

.
\ PR
recent U.S.-Japanese structural problems.. The si nificance
of  this interim agreement summarized - above is the-

recognition of both the United States and Japan that changes -

H

Nevertheless, structural reforms will not 1ikely calm

down the heated friction immediately. From what -we have
- . . o
discussed in Chapter 4, chances seem dim in the immediate

’

future that Japan -can be entirely free from the image

associated with unfairnegs and economic threat. The problems
with current U.S.-Japanese relations are not simply matters
of finance and trade. It is so because the public on both
sides of the Pacific tend to imprudently fali ’préy tb'aa

stereotype of one another ba<ed on a single cdnspfcuous fact

'such as working hours and the U.S.-Japanese trade imbalance.

There an enormous discrepancy between the speed of

economic interdependence on' one hand and the speed .of

"psychological integdependence" on the other, for human

nature cannot always Kkeep up with the force of economic

rafionality in the modern world. Moreover, stereo£yped
images often distort the understanding of real issues and
the overéll piéture of U.S.-Japanese relations. The Japanese
economic threat to AmericahAmentality is typical 1in this

respect. When asked the question "how much of American real

estate do you think are foreign assets?" three quarters of
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the responses were -5 to 15%, whereas tpe\actua;'fiQure is
onlyVO.S%.3 VZ‘. ot s

Japanese Global Leadership? ' o '

c

Jepen has.neither the ihtentionlnor'the capability to be

a global leader due to a combination of its limited power

and several other factors.
- 1 -

Ever since Jaﬁen pecame an economic power, the'United
States and also the international community have expected

three things from Japan:

1. greater financial support for developlng countrles to
achieve self-sustaining economies;

2. greater responsibility for 1ts own defense in terms of
conventlonal warfare; and :

3. self-recognition as a mafure industrialized economy. _

Japan has made 51gn1f1cant progress 1in meeting these
expectatibns_ It is no longer approprlate to call Japan a
"free rider, " as’ Japanese defense expendltures rank thlrd
or fourth dependlng on exchange rates, and its Self Degense
Forces are equlpped;wlth first-class military,technology.4
Japan assumes on average the second iargest:financial cost
for'the oéeration of internatiohal-organizations sGLh:asrthe
,UniteduNations, World Bank, OECD, Asian Deyelopment‘Bank,
and International Monetary Fund. It is the largest donQr of

foreign assistance to 25 developing countries as of 1986,

3 A comment by former Secretary of Commerce.Peter Peterson,
Asahi Shinbun March 15,1990. ,

4 Former Secretary of State Vance comments, "Japanese
defense capability is currently in the best condition."
Asahi Shinbun March 8, 1990.
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compared to 6 in 1970. It became the 'world;é  iaréesfa
creditor nation with $291 billion as of the end of 1988.
Half of its $832 billion Iong;term assets abroadraré ;n tQQ
form of securities and bonds. In 1988 alone, Japén‘speh£ 587
billion for the purchase of securities, out of whiqﬂ $£6)
billion we;é American. It would be natgtalhto supposg tha£

Japan deserves dreater power status as a global leader, . ;

v
2

particularly in consideration of the fact that the United’

States has become increasingly dependent on "immigrant

[

dollars"® from Japan in order to sustain the vitality‘pf its

g

economy, a crucial basis of its glebal leadership.

"The fact is, however, that, most nations in the world do

~ . : T
not look to Japan for a leadership role. Their 'skepticism

towards Japanese leadership remains profound. Firstly,
§
historical evidence favors the United States over Japan.

The United State's was the liberator_éf the last war, whereas
Japan} was the invéder. Even though 99% of Japanésé andf
German people do not even think of a possibilitf—of the .
revival of militarism in their nations, people whosé lands
were once invaded by Japan and Germaqy have a Ltotally‘
different perceptibn.' On every war memorial dayL the worla3
is reminded of the horrendous and brutal deeds of the

%

Japanese Empire and the Third Reich, and thus the negative

' ! -~ s
images persist in the human mind. Secondly, at the core of

5 Kenichi Ohmae named the foreign 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. Chuokoron January 1990, p.77. -
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the postwar international order has always beethhe'ﬁAS;¥¥~~-””“

chiet leadership, whlch was baslcally balanced by the arm/,////
_ = -

-
race and equ111br1um The polltlcal deve}cpﬁent of the East— o

— e

West relatlons ‘has been v1ewed prlmarlly in llght of the
balance between NATO and Warsaw Pact. Thus the Japanese L

.influence is secondary at best. Furthermore, thirdly, there -~

is still a preem&nent preference ;n general for Western —
valgesf~wh1ch are the greatest common measure in'advanced»<
nations; and Japan is absolutely a minority in this respect,v o
(see Chapter 3 for relate%ﬁdiscussion). Even in the Orient,

many'people would be reluctant,vdue to the memory of the

Second World® War,' to ;pprove of Japanese - leadership, .
alth%ugh they do¥admire the Japanese economic success. 1
%‘The fourth reason for /skepticism towards ;Japanese

leadershipv Iies "%n its. lack of a clear vision. The

LS
fol{gwiné*statements are indicative'of the typical opinions:
' Japan should explain- to the world what kind of global

leader it intends to be, and discuss it with other nations.
. _ 3 X ' ! -

Japan lacks the sense of mission as a nation, and is
interested only in business. Japan must bear the pain that
comes with leadership. ) ,

. 9 L[]
A Japanese polltlcal leaders try to please .everyone, and
séldom express their candid opinions.

As a Japadese’Foreidn,Ministry’official‘explainsp_since it

s

put an end to?citsv.seclusion pqlicy- in 1853, Japan has

i e > &
wandered to-and-fto between "post-jsianism and Asianism" and

o

6 Asahi Shinbun March'6é and 10, 1990.
¢ 7 A comment by former U.S. Trade Represéntative, Robert

Strauss, Asahi Shirbun March.7, 1990. . )
8 'A comment by Ezra Vodel (professor of Harvard University),

Asahi_Shinbun Mardh 9, 1990..

=
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"arrogance and obsequiousness," belng unable ap fﬁnd a -

harmonious and , balanced confldence ‘in 1tse1f 9 ‘The

principles of Japanese postwar foreign pollcx have alw

- been stated in the Blue Books of Foreign Aff

"becoming a military power, and r;buti g to the

-

%Fn_thei

/

- -~ North and Souta//)lapanese determination to makex global
— T - \ M
IR W ntfigptréﬁ/gaa been- firmer than ever in the 1last) decade

«
\

//,;fc:/{//Wheq’ internationalization has ©been the trend. These
BN : ' )
f//  principles are, however, too basic and general\to understand
T the ihtentlons of Japan To compound thls setback Japan h s‘
e e T - B f_f_,ﬁ_’ﬁr-'(‘““‘fdﬁ N
I falled to pub11c1ze, 1ts p011c1es to other natlons o an
. I SN
- o exfénsxve Scélglﬂvlt'ls generally pointed out that 4t is a
T ¥ ) ' )
e Tee 7seqnenee' Sffﬂ/he lack of communication and pub;1c1ty,,

- which orlglnates in the Japanese tradltlon of modesty and

tac1turn1ty.‘ e
_ &

Lastlyd 1t is the image Japan itself has created that has

aroused Such skept1c1sm: its qnlqueness made’ 1t possible for

Japan to overeome <its poverty and vulnerability to the
. ® . .

shortage of energy supplies. As a former West German

Chancellor notes: ST 7 o &

Americans are wrong if the¥ believe that what is good for
America must always be good as “well as for Europe. And what
is good for Europe is not necessarily good for America.
What is good for Japan 1s not necessarlly good for Amerlca
and what is good for Amerlca is not necessarlly good for
Japan.10 -

“e 3
B o

" e,

(SIS
eb g

9 Gaiko Forum May 1990, p.22.
N 10 Helmtt Schmidt, A Grand Theory for the West: the
Anachronism of National Strateqgies in an Interdependent

v
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But Japan would be equally wrong 1?}1t belleves that what 1s
&, .

good' ‘for Japan is good 11 for Japan. - Bew natlons that ’

A \

profess themselves to ‘be . a Hnlgue success would besz}e to
/i

win xthe trust ﬁrom/ other ﬁétlons There 1s no ewonder, ;

” ) Qi»
therefore, that the Amerlcan 1dea1 of egal tarlaulsm hasﬁh
) - ey N )
more unlversal appeal than Japaﬁgse\economlc success

" . «F’"

In consrderatlon of these faots, the questlon«Comes down’

to whether or not Japaﬁ%has*the Elll to play an 1nfluemt1al

3"‘ : ~ ¥

de01slon—mak1ng role in the Idtgrnatlonal communltyg \As‘

yet, Japanese high- ranklng governmental off1c1ag%.a%§ afra1d )

@'

that any m1sslonary wforeign' ~pollcy - would : be

counterproductlve ,to 1ts g surv1va1 in the world of

-3

interdependence (see Chapter 3 for detall) +To - quote the

Japanese ,Viég Minister for Foreign Affairs, TaKakazuc

N g - .-
- . . o

Kuriyama;. : ©

: B . . .
We will never aspire to be a strong messfanic leader. We

made a bad mistake in the first part of this century, 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 - mnot very sambitious, not very

_ideological, - but solid in its commitment to democracyi

free market economy and a non-military role in the world.

be "useful," Japan will continue to pursue its
Contrlbutlng to-the-World goals. It rs presumed to be most
effective for Japan‘to complement insufficiency in American
and European “leadershi in such hareas as capitai,

information and technologf. If money is the only source of

contribution Japan has, Japan should not be oversensitive to

World (New Haven and London: Yale University Press, 1985),

p.32.
11 . TIME April 23, 1990, p.34.
-
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the allegatdion that it is attiny on 'ther Strengtﬁi of its

¢

e
*

saffluence. : SO -

In the meantime, other Westetn advanced nations have an
AN ,

o .-

-

S N e , , .
ambivalent perception of Japany Phey expect Japan to make’ a

greater‘contributioh‘in al;eﬁiat;ng the Third world .debt: by

e
" e
increasing foreign assistance and eliminating its trade
R ' L : 4 : e - F s
. barriers at homéi However, these same Western nations:

remain reluctant to accept the possibility, of Japanese

S
ey

intefnational political influence commensurate -with her

[

economic power In the case of ‘the TMF'.whiéE?is virtuaily

.operated by the group of flve ma]or advanced natlons Japan

v

has been promoted off1c1ally to the second largest donor4v

from the fifth, "with the consent of the rest of the mémber
“

nations. ‘Reinforced financial support for the debt crlsls

in South and Central America as well as the developments 1nv

¢

fsome ot the
\c;, } h

Eastern Europe are most probably g01ng to b

' urgent‘tasks of the IMF, and Japan' s-1ncreased dlsbursements

. l %
are necessary ThlS however means that Japan can have theﬂ

)- e
Second largest 1nfluence in the 1nternatlonal monetary and

7
~ -

financial decision'making. Unfortunately, a sudden increasé

in its influence as a result of Japan's promotion in the IMF

. may be con51dered as arrogance of an economlc power This is

partly because\ other- major advanced naplons ’ remain

d1strustful of Japan " Although there have been countless

,numbers of grass—root level efforts to deepen mutual

understanding and trust, ~what can be done at the political

level in order for Japan to cultivate ;mutual trust is not
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, e . -
-easy to answer. Apparently, the best way is for Japan to

demonstrate its accogplishmehts of its _ commitment in‘
international responsibilitz//shafing. Giving worldfwide'

publicity to such, accompiishmehts may facilitater*the'

/gnderéféhding of skeptical nations about Japan's good

intentions. :
~~ &
RN .o 4
\ .

§ ¢ /Y

Prospects of U.S.~Japanese Interdépendence

-

B ~N L : S,
We. came to a coconclusion “earlier that changes 1n the

socioeconomic,structures are inevitable in both the United

s}

‘States and Japan. These changes are intend%d to be the

basis of a new "level playing field" that Japanﬁgp@Jﬁoneign~

participants share,to;play”éﬁ?ﬁgigive-sum game. Will the

L4

changes be made smoothly, or will there be more American

.prgésure on Japan? The question is not whéther the changes

A

will take place, but réther the process of changeé and

b ,
likely obstacles against a smooth transition.

i
In terms of the procéss, many Japanese fear that "free

v e
[l

and fair trade" may become a system 1in ~which even
L .- @’

uncompétitive products can win. In .ontrast to multilateral
trade bargaiﬁing with non-discriminatory and rélativgly
_ObjectiVe GATT rules, bilateral negotiations méy ‘be moreQ
affected by subjective ideas and domestic laws of .the
-nations concerned. For this reason there aris;s”the guestion
of what is to be balanced. For example, is it a reciprocity
in tﬁeﬂsystem, in the quantity, or in the p?ofif\in the

result? In the context of U.S.-Japanese interdependence,

;‘
162



~ . * S
the final sdlution to trade problems ‘can be ‘1aﬁdé1y

""determined by the bare - power relations" of the ‘two
Hations.l2 1In other words, the overall asymmetry in ﬁ.s.:
Japanese interdependence'is still in favor of the f)nited
States; and therefore the United States is able to take tne
lead in man§ cases. A case in point is the Super Article
301, which intimidated Japan to a considerable degree. The
U.S. Congress has expressed its deep regret regarding theb
optimism of the Bush administration that there ‘will be a
signifioant' market-opening in Japan as a result of ‘the
,rebent ‘trade talks. Viewing "going soft on Japan is a
serious‘/mistake,"13 the Congress wants to Kkeep pressuring
Japan nitn the threat of trade sanctions, even though U.S.
Trade Reoresentative carla Hills judges such pressure will’
only’ be counterprodUctive to U.S.-Japanese relations.
Nevertheless, the strong congressional influence over the
U-é government can never be ignored, particularly because
the Congress may be able to tame the government by taklng
the opportunlty of the oongress1onal election comlng in
September, 1990. .«

In any event, changes must take place ;n an incremental
manner. A sudden redlction in the land price of.Japan,'for
example, will definitelyv trigger chaos 1in the Japanese

-3

econony, affecting the U.S. economy and ultimately

12 Hiroaki Fujii, "The Interdependent World and the Japanese
Diplomacy,"_Gaiko Forum May 1989, p.19. '
13 A comment by Senator Lloyd Bentsen (Democrat, Texas) on
the government decision to strike’ Japan off the list of
unfailr trading partners, Cable Network News, April, 1990.

163

&



influencing the international economy. Either nation's -

indiscreet or misplaced pressure will feed- back to its own

economy. ' i o

-

In the long term, Japan can be a very "useful"14 partner

of the United States in a variety q: flelds.gNot to mention

a4 =

_the provision of capital to develdping countries, their
technological cooperation ' can contribute to such global
environmental prpblems‘as earth warming ahd the  exhaust of

’

carbonic acide gas. Japan, which had accomplished a

'successfuL energy conseryation program as a result of the

two energy crises, can share its knowledge with developlng:
countrles that are vulnerable to energy supply shortages,
and work together with" other advanced nations. ﬁor ‘the
development of alternative;energy resources. In. terms of
defense, | U.S.-Japanese cooperatidn can create a superb
defense system with‘combinrng American military techndlogy
and'knowledge and Japanese capital and technolquf Thougn
Japanese defense technology is far .behind' the 'American
counterparts, the United Statee would .need’ Japanese
cooperatien in such areas as fiber—optics—'teehnology 'te
improve - its surveillance system."bointA researcn‘;and
developnent now legit; 12ed under‘ the New'gU.S,—Japanese
zjjAgreement can largeky'-reduce,‘the

Science and Technolog

cost.

L1

;4

With international relations on the threshold of majdr” &

(8

. - Y J.g:
changes, -the prospects for U.S.-Japanese relatiqns cannot b& '’

.

14 See footnote 11. r
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A

easily specified. Currently, for exampie,’no‘one\can be

absolutely sure what kind of nation the Soviet Union is._

going to be in the future. The North Atlantic Treaty
Organization nations are éﬁi; cautiously watching the
process of perestroika, as they unanimously -demand that the

)

unified Germany stay in NATO. Furthermore, in the Américan

view, Soviet pollcy can change overnlghg, though capablllty

cannot, should President Gorbachev be overturned by a

dictatorshlp or ‘ad more 1deolog1cally orlénted communist:

government. In Europe, there are political issues to be

stabilized and economic changes intended in -Eastern and

-Central Europe. & Moreover, - the economic integratioh' of

C "

Western European nations in the EC in 1992 has implications

for increased European political unity, 1In the Middle East,

=

the 0il Powers such as Saudi Arabia and Kuwait are likely to

be somewhat more assertive in sthe 'near future, as the
: , A S

American oil "reserves and the North Sea o0il reserves are

rapidly becoming scarce.l® . ) t

From the limited discussion in this’thésis, what can we
L d - *?».
say about U.S. —Japanese 1nterdependence in the era of such
»

- ﬁ? '

Ea

an unpredlctable international situation? - There is an

#

indication that the nature of U.S.-Japanese interdependence

.has become increasingly symmetrical in recent years. There

;
3

1> As of January 1988, years of the proven oil reserves of
. the™ U8, . Great Brltaln and Canada were-8.3 years, 5.8 years.

and 12:3. years respectivély, compared to Saudi Arabia,

Kuwait,and Iran, which ﬁaV&'Oll reserves of 113.6 years, 224
- years and 110.2 years Japan:- An_ International Comparison,

p.14.
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are even asymmétries ' in°  some areas that favor Japan.

Influence deriving from such asymmetries ﬂcan_ be an

instrument ‘of power, and increase in power must involve an
increase in international responsibilities, which Japan has
. ‘ - ) ) l& . - R )

,begun to assume. Its concept of interdependence,' therefore,

should change accordingly. The Un}ted'statés,on'its part
. - ‘:'* ¢ - -
must recognize thejfact\thdt interdependence among .advanced

§

~ nations has caused a redistribution of power that:was once- .

' . . ’ 4 ' . N ., . Y [ *
: clrcumstances. Thus there are 1limits 1n the _power of

>

«
% ~

cancentrated in the United States underh;ekﬁfaordinary/

4

today's  United States,!_ and power nust be shared.

a

-

Subsequently, the United States may also have 'to reconsider
k3 | N : . .

its concept -of :interdependence "in accbrdanee' with these

changes in its power relations with others. The,recognition

by both the United States and'JapanAbf power-sharing and

international responsibiiity—shéring can be i}f@ﬁrcel to
dimfnishithe,Hiffefencesfbetweeﬁ“the th nations* coneepés
of interdependence. We submit £hat the betfef¥COordinated
concepts of ‘interdeéendence may ‘coneequeﬂtly ease ‘U;é.4
Japanese . economic’ frictioﬁs and. improve the felaﬁionship

between the two nations., >
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Gr'ap'h‘ I: Trerids in Tariff Burden
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Graph tH: A Comparison of Distribution Structures in major advanced
industrial countrues
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