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BUSHES HOST MAESTRO ROSTROPOVICH

President and Mrs. Bush celebrated a glimmer of glasnost Wednesday
in welcoming maestro Rostropovich back from a nostalgic return to the
Soviet homeland from which he was banished 16 years ago.

Rostropovich, 62...was honored at a White House reception after
conducting the National Symphony Orchestra last week at concerts in
Moscow and Leningrad.

Before an audience of invited guests that included artists and patrons
of the arts, industrialist Armand Hammer and Soviet Ambassador Dubinin,
Bush bid Rostropovich a "warm welcome home" from a trip that dramatized
the new era of East-West relations.

"The orchestra's long-awaited trip to the Soviet Union reflects the
drama of our changing world," Bush said. "None of us here could have
imagined the recent events there or the changes in the lives of you and
your wife, Galina, after so many years of waiting and hoping." (UPI)

MITCHELL AIDE VISITED CHINA IN DECEMBER
Senator Sharply Criticized Bush
Over Similar Trip By Scowcroft

Last December, Sen. Mitchell attacked President Bush's decision to
send National Security Advisor Scowcroft to China for talks with the
leadership that crushed pro-democracy demonstrators in June in Tiananmen
Square.

He accused the President then of an "embarrassing kowtowing" to
Beijing that made a "mockery" of American concerns for human rights.
Mitchell repeated his criticism of the Administration's China policy
Wednesday in response to a State Department report detailing a continuing
crackdown on dissent there. "The Administration's deeds are contrary to
its words," he said.

Mitchell didn't mention that one of his aides was part of a
congressional staff trip to China in December, the same time as the
Scowcroft visit.

Sarah Sewall, a staff member of the Senate Democratic Policy
Committee that Mitchell heads, visited China Dec. 9-20. The trip was paid
for by the Chinese People's Institute of Foreign Affairs, a group funded
by the Chinese government, according to a State Department official....

Mitchell spokeswoman Diane Dewhirst said the senator had approved
Sewall's trip, and argued that the staff wvisit was different from the
Scowcroft trip Mitchell criticized.

Scowcroft was a key Administration policy-maker "whereas the
congressional group was not engaged in making policy," Dewhirst said.
"It was engaged in fact-finding for legislative purposes and there's a big
difference between the two." ...

Others who made the trip were staff aides to Democratic Sens.
Cranston, Dodd, Baucus, as well as an aid to Rep. Herger (R.-Calif.) and
staffers from the House Foreign Affairs and Agriculture committees, she
said. (Charles Block, Washington Post, A4)
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HEAD OF LEADING LAW SCHOOL IN CHINA FORCED TO RESIGN

BEIJING -- The president of China's leading law school has been
ousted because he supported student demands for democratic change
during last year's protests, academic sources said Wednesday. K

University officials confirmed that Jiang Ping, president- of China .
Politics and Law University and one of China's most prestigious legal
scholars, was removed from his post recently However, they refused to '
comment on the reason.... :

A Vestern legal expert said Jiang's ouster reflects a shift in a more

. conservat1ve direction in China's legal system. -
(Daniel Southerland, Washington Post, A25)

- ' : SUSPECTED COMMUNIST REBELS
KILL AMERICAN IN PHILIPPINE AMBUSH

MANILA -- An American geologist, his Philippine wife and
father-in-law were shot dead in an ambush in the central Philippines by
suspected communist guerrillas, the military said Thursday..

The ambush coincided with growing tension between Washmgton and
Manila over U.S. aid cuts and demands from some Manila lawmakers for the
removal of the bases when the U.S. lease on the faci]ities expires in‘
1991....

_ In Manila,. police for the second t1me in a week Thursday retrieved an
unexploded time bomb in the Makati financial district.
(Nerilyn Tenono, Reuter)

U.S. MILITARY\'I\’IEEDED IN REGION, SAYS SINGAPORE

SINGAPORE -- Any significant cut in U.S. military forces in
Southeast Asia, where a U.S. presence has muted clashes over disputed .
island groups, could destablize the region, a senior Singapore cabinet
minister said Thursday. , e :

Territorial disputes over the Spratlys and Parcels islands in the
South China Sea have been "muted by the U.S. presence.in the region,
including their military bases in the Philippines, Japan and South Korea,"
said Lee Hsien Loong, trade and industry minister and second minister for
defense. :

' A significant cutback in U.S. m1l1tary forces in the region could be
destablizing, he told parliamert.

In Tokyo, U.S. defense officmls said Thursday that Defense
Secretary Cheney will assure Asian and Pacific allies in a pol1cy speech
. that America will not weaken its military strength in the region despite

- budget cuts. : , . (Reuter)

REPORT: CHENEY PROPOSES TROOP REDUCTIONS IN~JAPAN

TOKYO -- Defense Secretary Cheney told Japanese officials Thursday
that the U.S. plans to withdraw 10 percent to 12 percent of its 120,000
forces from the Asia-Pacific region over the next three years, Kyodo News
Service reports.

The planned reduction includes 5,000 to 6,000 personnel out of 50,000
U.S. troops in Japan, the report said.

Cheney disclosed the plan Thursday in & meeting with Juro
Matsumoto, director general of the Defense Agency, Kyodo said.

"At a strong request from the U.S. side, the number of American
_troops being withdrawn from Japan cannot be disclosed," a spokesman for
the Defense Agency said. (Mark Kuramitsu, UPI)




Seeking a New Balance in Asia

Gorbachev’s trip challenges V\ilérsiliihig

BY HENRY A. KISSINGER

ust as Gorbachev was beginning to show interest in a
rapprochement with China about a year and a half ago, I
had a conversation with a leading official in Beijing. I
observed that China was probably doing less with Moscow
than some Americans feared—but more than Beijing was
letting on. My interlocutor replied: “In any event, we will stop
well short of the world’s record, which is held by Shultz and
Shevardnadze.” In other words, China did not propose tobe the last
combatant on Cold War barricades that had been abandoned by
the original warriors.

That remark sums up why the United States should not be
unduly alarmed by Gorbachev’s visit to Beijing. Had a Soviet
leader undertaken such a journey a decade ago, it would have
seemed like a diplomatic earthquake—possibly even the begin-
ning of a new Sino-Soviet alliance. We were still in the midst of the
delicate process of restoring relations that began with my secret
journey to Beijing in 1971. That process involved years of intensive
political dialogue with Chairman Mao Zedong and Premier Zhou
Enlai, then with Deng Xiaoping. When in 1979 the Carter adminis-
tration established formal diplomatic relations, one of its senior
officials referred to it as playing the China card.

Today we know that the Soviet Union is too preoccupied
with its domestic affairs—and Beijing too wary of Soviet inten-

ton to rethink its policy in the region

" | ated a classic diplomatic opportunity for the United States. All

Washington had to do was position itself so that it was closer to

| each of the two communist giants than they were to one another

tions—for such a reversal of relationships to be realistic. Gorba- |

chev’s visit to Beijing should provoke not a sense of crisis but a
realization that the pieces on the diplomatic chessboard have
been essentially rearranged:

s The political world is no
longer bipolar. The United
States and the Soviet Union
remain military superpowers,
but other centers of power have
emerged in Asia and in Europe.

s In this new world the Unit-
ed States and China continue to
have a mutual interest in keep-
ing the Soviet Union or any oth-
er country from dominating
the Eurasian landmass. But
our policy must now become
more flexible and more sensi-
tive toshifts in the political and
economic balance in Asia.

m The American interest re-
quires careful orchestration of
an emerging three-cornered di-
plomacy that will involve Chi-
na, Japan and the U.S.S.R.

m These changes may create
new opportunities—but also
new risks—in old trouble spots
such as Korea and Southeast
Asia, especially Indochina.

China: In the ’70s, the seem-
ingly ineradicable hostility be-
tween Moscow and Beijing cre-

(with a tilt toward China, since it was the weaker, more vulnerable
and less expansionist of the two). That period of almost mechanical
simplicity has ended. Beijing no longer fears an imminent Soviet
attack. It calculates that the Soviet Union is too preoccupied with
domestic difficulties and with the aftermath of the Afghanistan
war to risk unpredictable adventures. Moscow is overcoming its
nightmare—which was never realistic—of a Sino-U.S. alliance
aimed at the Soviet Union.

In journeying to Beijing, Gorbachev is seeking to apply in Asia
the strategy that has worked so well in Europe. He is trying to
break up American coalitions by removing the impression of
Soviet bellicosity. Yet he is doing little—indeed, he can do little—
to alter an underlying strategic relationship based on the long
Soviet border with China and Moscow’s large armed forces. No
doubt the visit to China will be followed soon by overtures toJapan.

None of this need be of fundamental concern so long as the
United States analyzes the new relationships properly. For in
Asia, Gorbachev’s flair for dramatic gestures will have far less
impact than in Europe. The Asian nations are less haunted by the
two world wars and face less domestic pressure to respond to
Gorbachev’s bent for the spectacular. Arms control isnot an opiate
for them. In Asia, Gorbachev cannot ask for concessions to his
personality; he must offer concrete concessions aimed at establish-
ing a realistic equilibrium.

The reality in Asia is that none of the major nations will run the
risk of separating itself from the United States in order to gain the

| good will of Moscow. Nor will any of them challenge the Soviet

Union simply to curry favor
with the United States. These
conditions limit the options for
both U.S. and Soviet foreign
policy in Asia.

No doubt Beijing’s immedi-
ate fear of Soviet invasion has
receded. China therefore sees
less need for a rigid anti-Soviet
stance than it did a decade ago.
Gorbachev has also met most of
Beijing’s conditions for an im-
provement in relations: with-
drawal from Afghanistan, a
thinning out of Soviet troops in
Mongolia, withdrawal of Viet-
namese forces from Cambodia.

But while China’s short-term
fears may have eased, its strate-
gic concerns remain. Beijing
cannot forget the history of
Russian expansion across Si-
beria and into the maritime
provinces throughout the 19th
century. It knows that advance
was well on the way to en-
gulfing Manchuria and Korea
when it was stopped by imperi-

| PICTORIAL PARADE
‘A delicate process’: Meeting with Prime Minister
Zhou Enlai during the secret trip to China in 1971
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prizes for itself. China will not risk being left alone in Asia with the
Soviet Union and Japan. It will seek to use the United States as a
counterweight—as long as it sees that Washington has the com-
mitment and ability to maintain a balance of power in Asia.

For these reasons, Gorbachev’s freedom of maneuver in Beijing
will be circumscribed. China will try to settle issues that threaten
its security—especially Vietnam’s presence in Cambodia. At the
same time, Beijing will do its utmost to avoid weakening ties with
America. Indeed, if America keeps its composure, the aftermath of
Gorbachev’s journey could well be that Beijing will seek to im-
prove its long-term relations with the United States by increasing
economic ties and fostering a political dialogue.

The most interesting conversations between Gorbachev and
Deng may deal less with foreign policy than with their respective
experiences with modernization. Both seem to agree that it is not
possible to undertake political and economic reform of a com-
munist system simultaneously.

ests in the interplay between China, the U.S.S.R. and Japan.
Theidea of maintaining a balance of power in distant partsofthe
world has traditionally been anathema to U.S. intellectual and
political figures alike. Americans have tried to preserve the peace
by asserting the moral superiority of U.S. policy, and have rejected
the relativism that is seemingly required to maintain a constantly
shifting equilibrium. Yet no other role is possible in Asia. Its
ancient societies would find America’s claim to moral superiority
unacceptable. And they have seen too much change over the

millenniums to rely on legalistic foundations for stability.
Inmany ways, maintaining the equilibriumiseasierin Asia than
in Europe. None of the major Asian nations looks to the United
States as a first line of defense. All are prepared to undertake
significant defense efforts; even Japan is augmenting its defenses,
ifin characteristically low-profile fashion. Each isjealously protec-
tive of its national sovereignty. But for the equilibrium towork, the
United States must play the

Yettheyhavebegun the process
from opposite directions.

China has stressed economic
reform and has made signifi-
cant progress. That revival has
benefited fromseveral factors: a
homogenous culture; the expe-
rience of Hong Kong, Singapore
and Taiwan; the entrepreneur-
ial zeal of somuch of the popula-
tion. In fact, Beijing’s most im-
mediateeconomicproblemisan
overheated economy and the di-
lemmaofwhattodoabout prices
that have been fixed and subsi-
dized for decades. The first at-
tempt to bring about realistic
prices last year led to major in-
flation and popular discontent.
It has since been suspended.

Where China is experiencing
the political consequences of
economic success, living condi-
tions in the Soviet Union are
probably worse than they were

at the beginning of the Gorbachev period. Since only 51 percent of |

the population is Russian, economic decentralization increases the
pressures for nationalist autonomy. Gorbachev has obviously de-
cided that economic change is too dangerous until he centralizes
political decision makingin hisown hands—a processlikely totake
the better part of this year. Only then will it become clear how
Gorbachev proposestocarry out theeconomic policy of perestroika.

The difference in priorities has had an ironic effect on Western
perceptions. Gorbachev has received extraordinary credit for po-
litical changes which have done little to improve the standard of
living of most of the Soviet population. China, on the other hand, is
faulted for not responding to growing pressures for political
change—pressures that have increased precisely because econom-
ic progress has been so rapid. Were Gorbachev and Deng to have a
discussion about modernization, it would be fascinating to know
whether they could agree on the appropriate mix of political and
economic reform—or on whether such a mix is achievable in a
communist society.

Whatever the domestic evolution, the geopolitical basis of
Sino-U.S. relations remains firm. China continues to be a key
component of the balance of power in Asia and, for the foresee-
able future, the weakest of Asia’s major powers. Hence, it contin-
ues to deserve major American support, including help in its
efforts to modernize. But American policy can no longer be one-
dimensional. Its position in Asia ultimately depends on its ability
to identify fundamental long-term strategic and political inter-
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role of the balancer—much as
Britain did in Europe for four
centuries. It must also seek to
overcome doubts about U.S.
credibility raised by the col-
lapse in Vietnam, the fate of
America’s friends in Iran, the
ineffectual intervention in Leb-
anon and America’s lagging
economic performance.

Japan: Of all the nations
involved in the current bal-
ance, the most dynamic at this
moment is Japan. In that re-
markable and unique country,
resemblances to the West are
deceptive. Its elections do not
establish a claim to power.
They confirm the reign of a rul-
ing party that is actually gov-
erned by four or five feudally
organized factions. Its prime
ministers can be predicted a
decade ahead (with only an oc-
casional scandal upsetting the
schedule). Its culture produces negotiators who make significant
utterances only in their opening statements. Afterward, they are
unable to modify their positions in any concrete way without
seeking a new consensus at home. Negotiations with Japan are
protracted and frequently interrupted; their pace is determined by
a consensus beyond the control of the non-Japanese negotiator.

In the past, that consensus has been extraordinarily responsive
to changes in the balance of power. Japan reacted to Commodore
Perry’s forced opening of the country by moving swiftly from
feudalism to centralized authoritarianism. It moved just as quick-
ly from centralized authoritarianism to its current species of
democracy under the impact of defeat in World War II. In eac
| case, the transition was accomplished with remarkable dis/
pline—and purely in response to external forces. At no time b
Japan lost its cultural uniqueness or been tempted by conversi
to foreign ideologies or abstract concepts.

In the next decade the role Japan plays in the world will deps¢
less on American exhortations than on Tokyo’s assessmen
political, military and economic trends. As Japan emerges as
financial center ofthe world, itsinvestment decisions will influs
the distribution of global technology. Its own technology incy
ingly dominates world markets, and its military establishme
growing. Japan’s traditional sensitivity to balances of powe
cause it to emerge as an increasingly assertive force—althor
will probably doso gradually and without needlessly calling{
| tion to itself. America’s challenge is not to push a leading r

XINHUA

‘A classic opportunity’: Khrushchev and Mao in

1959, before the formal Sino-Soviet split
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Japan but to contribute to conditions that will make such a role
compatible with the aspirations of other nations.

The U.S. relationship with Japan has become extremely com-
plex. AsJapan’s ally, we are committed to responding to threats to
its security (though that role will diminish with the growth of ‘
Japanese military power). Yet most other Asian nations see the }
United States as a counterweight to Japan in the economic field. |
Whether we can continue to serve that role will depend on our
ability to take measures outside the realm of formal foreign policy:
to make American industry competitive; to focus our economic
ingenuity on the creation of productive capacity rather than
financial manipulation; to control our trade and budget deficits.

The first step should be to accept that unfair Japanese practices
are not the sole—or perhaps even primary—reason for America’s
relative economic decline. Japan’s economy is extremely disci-
plined, and its trade policies occasionally discriminatory. But |
the root of Japan’s growing eco-

with these countries, but take care to avoid the appearance of
participating in an anti-Chinese cabal.

Thisprocessisbound toraise again the question that so tragically
divided America in the ’60s and *70s: what to do about Vietnam and
theother countriesof Indochina? Some countriesin Southeast Asia
would like to build up Vietnam as an obstacle to alleged Chinese
designs on the rest of the region. Meanwhile, Soviet military bases
in Vietnam serve as a reminder to Beijing that Moscow has options
other than reconciliation—and a warning to Washington that it is
still determined to project Soviet power onto distant oceans.

Forthe United States, there is no region in the world that is more
difficult to view objectively. Too many groups are still driven by
the passions of the war, even though they are largely irrelevant to
the current problems of Southeast Asia. At a minimum, it is
important for American policymakers to remember that China
will always react neuralgically to the emergence of a major power

on its borders. The United

nomic power is its superior
competitiveness. By the same
token, the key to America’s fu-
ture in Asia is to improve our
domestic performance.

The Soviet Union will play a
relatively subordinate role in
Japan’s future. I expect a Sovi-
et overture to Tokyo, probably
even a compromise on the four
northern islands that the Sovi-
ets annexed at the end of the
war. But the historic distrust
between the two sides is too
deep, and their mutual inter-
ests too few, for a fundamental
change in relations. No con-
ceivable shift in Soviet policy
will keep Tokyo from marching
to its own drummer.

The rest of Asia: The new in-
ternational relationships will
also be reflected on the Korean
Peninsula. For a while, the Gor-
bachev visit may ease the com-
petition between China and Moscow for influence in North Korea.
But Beijing will cast a wary eye on any increased Soviet or ‘
Japanese role in Pyongyang. Of the major players in the region,
the United States is probably the only one with no historic reasons
for opposing the emergence of a strong, unified Korea. The others
would just as soon preserve the status quo, provided it maintains
their relative influence on the peninsula and does not lead to
unwanted conflicts. For that reason, South Korea has increased
contacts with the communist world, and Pyongyang has reached
out to Japan and a few other capitalist countries. Relations be- \
tween them are likely to remain in uneasy equilibrium and may
even ease marginally. But that process will require careful man-
agement, lest jockeying outside powers and the volatile Korean
temperament combine to produce an explosion.

Over the next decade this should produce a less intrusive role for
American forces on the peninsula. The U.N. command could
perhaps be abolished and moved out of Seoul, and there may even
be some token U.S. troop reductions—largely in response to grow-
ing South Korean nationalism. And the United States should
stand ready to improve relations with Pyongyang symmetrically
with any moves by Beijing and Moscow to establish ties with Seoul.

Sino-Soviet rapprochement may well enhance America’s role in
Southeast Asia. Countries like Indonesia—and to a lesser extent
Malaysia—have always been wary of China. That apprehension is
likely to be enhanced if they judge that China has less to fear from
the Soviet Union. The United States should improve its relations |
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States must tread warily in its
relations with Vietnam, siding
neither with those who would
like to refight the battles of the
past nor with those that seek
expiation for sometimes imagi-
nary transgressions. My own
sense is that America should
not move faster than China in
improving relations with Ha-
noi—and that we would lose
nothing by staying a step be-
hind Beijing.

Cambodia remains Ameri-
ca’s biggest nightmare in Indo-
china. Each decade, with the
best of intentions, we seem to
contribute to deepening the di-
lemmas. For a decade, Wash-
ington has correctly opposed
the Vietnamese occupation.
Butithasconcentrated onlegal,
political and moral support for
opposition forces. Both Demo-
cratic and Republican adminis-

| i | Ag\YDY HERNANI)!:)Z FOR NEWSWEEK

‘America’s biggest nightmare in Indochina’:

Vietnamese troops withdrawing from Cambodia
R O e S A ity

| trations have refrained from supplying arms to the democratic

forces fighting for independence. The result is that as Vietnamese
troopswithdraw, the only well-armed forcesin the field are commu-
nist: the army created by the Vietnamese and the murderous
Khmer Rouge. The more democratically oriented military forces
have received only humanitarian aid from the United States—an
absurd evasion for which the price will now surely be paid.
Support is belatedly starting to grow for supplying military aid
to the democratic resistance. But the proposed assistance is so
timid—it would consist only of rifles—that the result would proba-
bly be another American embarrassment. In any event, it is too
late now for a U.S. military role. Of course the United States
should support a broad-based government and maximum U.N.

| supervision. But we should have no illusions; our actions have

consigned us to the periphery of decision making.

Ithasbecome commonplace toargue that the center of gravity in
world affairs is shifting to the Pacific. It is certainly true that the
Pacific Basin will gain in importance. But America’s role in this
process will be crucially affected by intangibles: by our ability to
define our national interest consistently; by our willingness to
keep domestic political changes from dramatically altering our

| international role; by our ability to sustain an economy that can

supportour global responsibilities. In that sense, Gorbachev’s visit
to Beijing should be viewed not as a distant drama that has turned
America into a passive spectator. Rather it should be seen as a
challenge to rethink our own role in shaping Asia’s future.

-
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For the U.S., Continued Commitment to Asia

by J. Danforth Quayle

Iam dehghted to be here today to discuss U.S. policy toward Asia. Asia and the Pacific
are very much in the news. With the tragic events unfolding in China, our attention is cast
toward events in the east.

The Pacific region includes half of the world’s people and two-thirds of the world’s GNP,
and it continues to be the fastest growing region in the world. Japan is now the world’s
second largest economic power, surpassing the declining Soviet Union.

President Bush understands the importance of Asia and its economic, political, and
security relationship to the rest of the world. Indeed, the Bush Administration is the first
Administration in history to have both the President and Vice President visit the region in
the first 100 days of an Administration.

I would like to focus my remarks on the question of regional security in Asia and its
relation to democratic and political development. In particular, I want to address one of the
key issues I discussed with Asian leaders during my visit: the current situation in Cambodia.
I am afraid that there is a great deal of misinformation floating about regarding our
assistance to the Non-Communist Resistance and the Bush Administration’s policy toward
Cambodia. I want to set the record straight But first let me briefly lay out some of the key
principles underlying our Asia policy in general.

Vital Cooperation. Since World War II, the United States has been deeply engaged in
A51a, helping to defend our allies while promoting peace and stability throughout the
region. Formal bilateral security relationships with Japan, the Republic of Korea, Thailand,
the Philippines, and Australia, along with informal cooperation with other free world
nations, have made an immense contribution to the stability of the region, and have been a
vital factor in our global deterrence posture.

One of the key themes I stressed in both my public and private remarks in Asia was the
need for the United States and our Asian allies to maintain our commitment to collective
security. As the Soviet Union takes its first faltering steps toward democracy, as it begins to
be interested in contributing constructively to settling international disputes, there may be a
tendency to neglect our common defense, and to ignore the need to nurture our alliance
relationships.

I am firmly convinced that we must resist the temptation to dispense with our defense
capabilities. Rather, we must prudently watch to see if Gorbachev’s peace rhetoric in the
Pacific is matched by deeds that lessen the Soviet threat. We must adopt a long-range
perspective on the Soviets that is hopeful, yet cautious. Although there are encouraging
signs of change in Soviet policies, these changes have not been uniform and, with the
exception of the Sino-Soviet border, there has been no substantial reduction in the overall
Soviet threat, especially in military capabilities in the Northwest Pacific. The Soviet Pacific

J. Danforth Quayle is Vice President of the United States of America.

He delivered the keynote address at the first annual Heritage Foundation Asian Studies Center conference,
“U.S. Policy in Asia: The Challenge for 1990,” on June 22, 1989.
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Ocean fleet still numbers 871 ships and craft. As long as this remains, so does the need for
preparedness.

Appreciating the Soviet Threat. This message was well received and was supported by my
Asian hosts. My basic impression was that the leaders of the Pacific Rim — men like Bob
Hawke of Australia, Lee Kuan Yew of Singapore, and President Suharto of Indonesia —
have a very shrewd and realistic appreciation of the Soviet threat. They are not about to be
swept away by euphoria. They recognize that the Soviet Union is interested in sharing in
Asia’s economic boom and in increasing its access to the region, and has moderated its
behavior accordingly. But they also recognize that the Soviets continue to modernize their
force projection capabilities in Asia and the Pacific, where the largest of the Soviet fleets
remains stationed. And they understand that the jury remains out on the question of the
durability of the Gorbachev reform program and the extent of fundamental change in
Soviet intentions.

For these reasons, the United States must continue to maintain an active role and
presence in the Pacific. The U.S. must remain a Pacific power, the fundamental guarantor
of regional stability.

We must continue to work closely with our Asian friends and allies to support the
structure of collective security that has developed in the post-war years. The linchpin of this
collective security system is Japan. The health of the U.S.-Japanese relationship will remain
vital for ensuring security and stability in the region. The U.S. will-also continue to cultivate
its security relationships with traditional friends such as Australia, Thailand, and the
Philippines. And we will work hard to develop mutually beneficial relations in the security
area with other friendly nations in the region.

Central U.S. Objective. We must never forget that security cannot be divorced from
politics. Security relationships can only flourish where there are shared political values and
institutions. Therefore, the fostering of long-term democratic development in Asia and the
Pacific must be seen as a central objective of our approach to collective security.

In East Asia and the Pacific, we have witnessed a continuing evolution toward greater
democracy and political openness. In the Philippines, Korea, Taiwan, and elsewhere,
democracy continue to advance. Fiji is on the way to restoring constitutional democracy. In
Burma, too, a desire for political renewal is evident, even though the forces of
authoritarianism continue to rule. In short, there has been an encouraging expansion
throughout Asia of values that we Americans share, values that serve to strengthen our
partnership, and cement our friendship, with the nations of the region.

Of course, the great exception to this heartening regional and global trend is China. Itis
our duty to denounce the brutal suppression of popular and peaceful demonstrations in
China. It is our obligation to condemn the Orwellian inversion of truth that is now being
spread about the events around Tiananmen Square.

Chinese Patriots. The simple truth is that, by and large, the demonstrators in Tiananmen
Square and throughout China were Chinese patriots. They advocated basic human rights,
including freedom of expression, freedom of the press, and freedom of association. These
are rights that we support around the world. As President Bush as stated: “Throughout the
world, we stand with those who seek greater freedom and democracy. This is the strongly
felt view of my Administration, of our Congress, and, most important, of the American

people.”
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For this reason, the American people are shocked and outraged by the recent executions
in China. We urge the government in China, in the strongest possible terms, to end these
executions now. We further urge on the Chinese government to end the wave of violence
and reprisals against those who have called for democracy.

We, of course, have major strategic interests at stake in China. We would not want to see
a reversion to the situation of total hostility to the West of the 1950s, or to the 1960s, when
China promoted “national liberation wars” and posed a threat to its neighbors. China’s
opening to the West has contributed to stability in the Pacific region and the world — and,
indeed, to reform in China itself. We and the Chinese continue to share fundamental,
strategic interests, and we each can only lose if this relationship continues to deteriorate.

Responding Appropriately. The recent events in China have caused deep concern among
the American people and have disrupted our relationship based on this common strategic
interest. The Chinese leadership must judge where its strategic and economic interests lie.
We urge the Chinese leadership to consider the effects of what they have done and are
doing. We would respond appropriately to such positive developments, and our common
interest in global peace and stability will be served.

Now I would like to talk about Cambodia, and about the Administration’s policy in
support of peace and democratic development in Southeast Asia. As you know, Vietnam
invaded and occupied Cambodia in late 1978. At the time, it seemed doubtful that the
victorious Vietnamese could ever be induced to go home. Now, however, Vietnam has
indicated that it will withdraw its forces from Cambodia by September 30. We continue to
hope that progress can be made in negotiations among the Cambodian factions toward
agreement on an interim coalition government under Prince Sihanouk which will lead to
free elections and genuine stability in Cambodia, and prevent the return to the Khmer
Rouge “killing fields.”

Cambodia Coalition Government. In the past, the U.S. has worked closely with the
ASEAN nations as well as with China to bring home to Vietnam the diplomatic and
economic consequences of its domination of Cambodia. The ASEAN leaders agree with
our position that the Vietnamese-installed Hun Sen regime cannot be allowed to
monopolize power after Vietnamese forces have withdrawn. A one-sided settlement would
make continued civil war almost inevitable. At the same time, the communist Khmer
Rouge, who are responsible of the deaths of 20 percent of Cambodia’s 1975 population —
some million and a half persons — must not return to dominance. The only realistic and
satisfactory alternative is a transitional coalition government headed by Prince Sihanouk, in
which the Non-Communist Resistance — the groups headed by Sihanouk and Son Sann —
would play a key role. This coalition would establish the framework of a new, -
non-communist state and organize elections that would offer the Cambodian people an
opportunity to decide their own future.

To deal with the twin dilemmas of the Khmer Rouge and the Hun Sen regime, virtually
every government supports an international presence under U.N. auspices to verify the
Vietnamese withdrawal, police a ceasefire, and supervise elections in Cambodia. The only
exceptions are Vietnam and its Cambodian client. Even Moscow at times has appeared
willing to accept an international presence, with the caveat that it must be acceptable to
Hanoi and Phnom Penbh.

The U.S., ASEAN, China, and our allies in Europe and Japan welcome steps that will
hasten a true, complete, and internationally verified withdrawal as a real contribution to a




comprehensive political settlement in Cambodia. U.S. policy towards Cambodia has
consistently called for such a withdrawal, along with effective measures to prevent the
return to power of the Khmer Rouge. And the U.S. looks forward to eventual
normalization of relations with Vietnam in the context of a genuine withdrawal and an
acceptable settlement in Cambodia. The pace and scope of the normalization process, of
course, will be affected by Vietnam’s cooperation with us on humanitarian issues, including
the POW/MIA issue.

Helping the Non-Communist Resistance. The best opportunity for preventing a return to
power by the Khmer Rouge is a comprehensive settlement that includes-a Sihanouk-led
interim coalition government and an international presence to monitor and supervise
elections and keep the peace. No single element can do the job alone. Our policy is
designed to create the full range of stabilizing and restraining elements needed for a
comprehensive settlement. However, the most important single element is strengthening
the Non-Comimnunist Resistance in as many ways as possible. For this reason, the
Administration has asked Congress to authorize additional aid to the Non-Communist
Resistance. The purpose of such assistance is to increase the political strength of the
Non-Communist Resistance in the peace process while simultaneously giving it the strength
to hold its own in the event of a Khmer Rouge attempt to seize power.

Yet instead of endorsing greater assistance to the Non-Communist Resistance, some in
Congress have opposed it. They have challenged the Administration to make the case for
more assistance in a public forum. Well, this is a public forum, and I would like to lay out
the case for strengthening the Non-Communist Resistance in Cambodia.

The basic rationale for such a policy is straightforward. At this moment, the forces of the
murderous Khmer Rouge are heavily armed, thanks to China’s assistance. The forces of the
Hun Sen regime are even more heavily armed, thanks to Soviet and Vietnamese assistance.
Under these circumstances, surely the non-communist forces deserve the assistance of the
West. Surely we should act to prevent the Khmer Rouge from returning to power. Surely, as
Americans, we have a compelling moral responsibility to do what we can, short of direct
intervention, to provide the wherewithal for the Cambodian people to have a genuine
choice in determining their future. :

Political Settlement vs. Civil War. Bear in mind the political context in which this
assistance would be undertaken. In about a month, important negotiations will take place
that will shape the political future of Cambodia. We are committed to doing everything in
our power to ensure that these negotiations do not result in a situation in which the Khmer
Rouge will again be in a position to dominate Cambodia, whether politically or militarily.
By strengthening the Non-Communist Resistance, we would be increasing the prospects for
a successful political, negotiated, outcome; by doing nothing, we would increase the
likelihood of continued civil war and the potential for a return to power by the murderous-
Khmer Rouge. Unless Sihanouk is strong enough militarily and politically, he will not be
able to hold the center of the Cambodian political stage long enough to ensure a free and
fair election.

In recent months we have seen many reports portraying Hanoi’s invasion-installed PRK
regime as beneficent, reforming, and popular. If Hun Sen — a former Khmer Rouge
commander — is as popular as his press reviews claim, he has nothing to fear from going to
the polls and substituting ballots for bullets in an internationally supervised, properly
prepared election. If the PRK is as strong as it claims, an election victory will give it the
legitimacy it so visibly lacks and badly needs.




A

Let there be no mistake about this crucial point: it is the absence of a negotiated
agreement, not our assistance to the Non-Communist Resistance, that increases the
prospects of civil war. By aiding Prince Sihanouk and the Non-Communist Resistance, we
will be encouraging a political process that will bring Cambodia’s civil war to an end. By
withholding aid, we will only make continued civil war more likely.

Congressional Critics. But our congressional critics accuse the Administration of seekmg
to promote “instability” in Cambodia. They forget that the best guarantee of stability is a
negotiated settlement, and that aid to the Non-Communist Resistance will help bring about
such a settlement. They claim that by aiding Prince Sihanouk and the Non-Communist
Resistance forces, we become indirect accomplices of his Khmer Rouge partners. They
forget that our assistance to Prince Sihanouk is designed to make it possible for him to be
independent of the Khmer Rouge without becoming a prisoner of the
Vietnamese-sponsored puppet government. Prince Sihanouk’s children were murdered by
the Khmer Rouge. Does anyone seriously think that he needs instruction on how dangerous
and odious these people are?

Critics claim that anything given to the Non-Communist Resistance will fall into the
hands of the Khmer Rouge. In a single instance in the past, when the Non-Communist
Resistance was dreadfully weak, a larger Khmer Rouge unit surrounded and disarmed a
woefully outnumbered Non-Communist unit. However, this no longer happens —not .
because the Khmer Rouge have suddenly become genteel but because the Non-Communist
units are now large enough and well armed enough to defend themselves in most cases
while operating inside Cambodia. '

Critics warn that by strengthening the Non-Communist Resistance we are headed down a
“slippery slope.” They forget that we have in fact been providing substantial amounts of
assistance to the Non-Communist Resistance for years. This assistance has not led us back
into direct involvement in Indochina. It has contributed to a policy of seeking a
comprehensive, political settlement for Cambodia. Further assistance is a means to
bringing about such a political settlement.

Open Debate. Finally, critics claim that the Administration is trying to avoid
congressional scrutiny. How much more openly debated can the policy become? When
members of the House of Representatives vote on H.R. 1655, The International
Cooperation Act of 1989, they will be voting on a section entitled “Assistance for the
Cambodian People,” which specifically authorizes a variety of forms of assistance to the
Non-Communist Resistance forces. Virtually identical language has passed both houses of
Congress since 1985, but given the debate in the newspapers and elsewhere, the vote this
year will provide an opportunity for individual members to stand up and be counted before
the bar of history. Will members of either party in either house vote down the concept of
meaningful assistance to the non-communists and thereby risk a return to power of Pol
Pot’s genocidal regime?

But, in fact, what underlies all these criticisms of our policy and the Non-Communist
Resistance is a deeper fear — the fear of “another Vietnam.” The unacknowledged but all
too tangible presence in the debate over Cambodia is the ghost of Vietnam. But, my
friends, it is now time to lay this ghost to rest. President Bush noted in his Inaugural
Address: “No great nation can long afford to be sundered by a memory.” Similarly, no great
nation can long afford to be paralyzed by a memory. We must not permit the
Non-Communist Resistance in Cambodia to become the last casualty of the Vietnam War.




The situation in Southeast Asia today is very different from that of the late 1960s or the
early 1970s. We have learned many things since 1975, the year Saigon fell to the armies of
the North Vietnamese communists. We have learned that the coming of “peace” to
Southeast Asia did not bring an end to suffering and injustice for the people of that region.
Few of the critics of American involvement in the Vietnam War later found the time to pay
much attention to the horrors inflicted on the peoples of Indochina by the communist
regimes in Hanoi and Phnom Penh. Few had the courage to admit they may have been
wrong in their assessment of the moral calculus of the situation in Southeast Asia.

At the same time, we have learned that there are limits to America’s ability to assist
others achieve and defend free government. We have learned that America cannot fight
others’ battles for them.

' Remaining Committed. But we have learned that we have every reason to be confident in
the ultimate triumph of freedom. The Vietnam experience damaged our confidence in
American values and institutions. But over the last eight years, our confidence has been
restored. And indeed, as we look at Asia and the world today, it is clearer than ever before
that the future does not lie with Soviet communism or its Asian variants. To a degree that
would have seemed astonishing even a decade ago, democratic ideals are on the march in
Asia.

Let me conclude these remarks by reaffirming this Administration’s determination to
remain engaged in Asia — engaged for peace, for freedom, and for democracy. Our role in
Asia’s attainment of these goals remains vital. And that is why it must continue.
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HANDLE WITH CARE

The first thing anyone writing about China should do is
acknowledge that no one really knows what has been
happening within the government. That is why so many
can write so authoritatively about what caused the tragedy
in Tiananmen Square. Given that fact, I will nevertheless
attempt to comment on these matters based on several
trips I have made to China and my friendship with many of
the Chinese leaders, past and present.

First, we should recall that there has been substantial
progress by China in achieving a much freer market sys-
tem of economics, replacing the strict central planning
Soviet model, which had the same disastrous results in
China that it has brought to the Soviet Union and, indeed,
to every other country that has tried it.

In China hundreds of thousands of farmers were experi-
encing the great benefits of the novel (to them) concept
that, if you worked harder and were more productive, you
could keep more of the profits for your own consumption.
One of the most striking scenes I saw on my first trip to
China in 1983 was a very old farmer pushing an even older
cart. But on the cart were cartons containing a Sony
television set and a washing machine.

Second, there is substantial opposition within the Chi-
nese government to this move toward a free market.

The Specter of Anarchy

A third fact is that Zhao Ziyang and, particularly, Deng
Xiaoping and others who favored the new economics were
very familiar from bitter personal experience with the
extraordinary anarchistic Cultural Revolution, under
which mobs of rioting youth quite literally cost China a
whole generation of growth. They punished, in the most
degrading and demeaning way, everyone with leadership
qualities, intellectual abilities or academic distinction.
Deng Xiaoping told me that he had been forced to scrub
hospital floors, and that he was imprisoned at least twice
during the mad period. His son was thrown from a window
by the Red Guard and paralyzed for life.

Again and again it was emphasized to me by the Chinese
leadership that the insanity of the Cultural Revolution
would never be repeated, and that stability (stressed and
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repeated many times) would be assured in the future under
any and all circumstances.

What follows now is admittedly conjecture, but I believe
the reason the Chinese government concluded it had to
react against the very large student demonstrations was
that the leadership feared revival of the Cultural Revolu-
tion and determined to prevent it. It is easy for us to
distinguish between student demonstrators of 1989 crying
for “more democracy,” and the hordes turned loose on the
streets by direct order of Mao with specific instructions to
destroy everything they saw. But to men who were the
victims of that earlier madness, such distinctions were not
easy to make. Ordering troops to fire into crowds of un-
armed people is a horrendous crime and a major blunder.

It seems likely that Deng and Zhao, aligned on econom-
ic reform, parted when stability seemed threatened, with
Zhao probably holding out against the use of force too long
for his own political survival.

As we properly condemn the atrocities in Tiananmen
Square, we should bear in mind how vital it is for us and
the Pacific, and indeed for the world, that China not be
driven by our condemnation into isolation or again into
the arms of the Soviets. This will require extraordinarily
skilled diplomacy on our part, and President Bush appears
to be taking precisely the right tack thus far in opposing
the normal clamor for more and more punishment of
China. In the long run, that would punish us far more.

Finally, itisodd that, in the current fascination by so many
with the Soviet Union, we are willing to overlook the highly
repressive measures the Soviets took earlier this spring
against crowds who wanted more democracy in Georgia,
Armenia and elsewhere. No one has yet demanded econom-
ic sanctions and other punishments for the Soviet Union.

China is far too important to the U.S., and the U.S. to
China, for us to think only of new penalties. We should
concentrate instead on trying to convince the Chinese that
they need to make major changes that can enable Western
democracies to return to the path we had so successfully
followed since 1981. That had brought the U.S. so much
closer to the relationship we need with a country that is
central to the future of the Pacific.
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tain’ Indlgnatio ¥ the other, pteserve bUateral ,

relations.” "« "*r'-.'
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Indeed the United::States had struck the tlght -
balance between condemnatior and connectlon until
Gen, Scoweroft's pilgrimage, That misslod both .
‘erased any pretense of -official Indignation . and
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relations. "
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w Don't Ls‘olata lhe Chmm leaders, 1t 1s they,

fearing their own people, who have*lsolated thems -

selves,Thelr. fixatlon is with power, Censure may
not, budge them~—although the sharp world reac-
.tion to executions tay have limited the numbers,
But -internationdl acquiescence surely reinforces
thelrview that crushing thelr populace elicits only
fleeting outcries, no lasting repercussions, - »
w Directly convey American outrage. In the Middle”
Kingdom, dispatching a . high-level delegation
_epeaks much louder than any words, Furthermore
"Scowcroft’s publlc toast expressed as much outrage
for the adminlstration’s critics as for the perpetra-
tors of the massacre. Judging by the official back-
grounding, his private remarks blamed Congress
for all the furor, Whatever mild reproaches he may
have transmitted were screened out by their media}
the Chinese people were, treated only friénd y -
smiles and exchanges, )

a Mainlain contacl on- mlamalwnal Lv.m S l x‘ .

officials gain access and carry welght. The Chinese
reaffirmation that they won't ghlp, intermediate
misslles to volatile areas, though recycled, ls impor
tant; so too Is dialogue on Cambodia and Korea, But
there ate alternative channels unburdened by the

our ambassadors and high-level meetinge’in Inter-
natjonal forums, In any event:the:Chinese.pursue a-
-hard- headed, independent- forelgn polley’ based on
national interests, not epite over.levels of

t mot
lar balance, ' Beljing’

does about Sino-Soviet relations, Today on
abiding historical, geopolitical-and economid limit

to Sino-Soviet rapprochement, add Gorbachev's '

_heresies at home and in Eastern Eurcpe. Their
contagion poses a much greater threat to China's
leaders than Western “bourgeois liberalization,”
The administration forfeited moral teproof to
seek improved bilateral ties; But even on its.own

terms the Scowcroft mission was severely misguid- - . - strongly over a sustained perlod o any massacre o

-'Aed for the long run. Consider each of the key
-audiences,

 The only group pleased by the visit, the predomi-.
nant hard-liners in Beijing, will be gone in & few: '}/

years, They have reinforced their power. with’.

‘ images of business as usual, They, take satisfaction
that once again the foreigner pays tribute, Grau
tude is not esteem, §

" o The'closet moderates in ‘and out of government '

" will-form the core of leadership with whom we will*

““One does not shore up:th
long term foundations for::"
_Sino-American relations. by :
‘appearing weak to C'hma
;leaders. o y .

deal In the future, Far lrom amngthenlng thelr.’:

hand, the administration has robbed them .of the
. argumeént that Chinese repression’and xenophobla
+ entail costs, Japan, Europe and others will feel free
to follow the Scowcroft trail,
* u The despaxr, disillusionment and anger of other
Chinese is widespread, Only the tiny percentage in
Western countries understand that the administra-

tlon's posture does not reflect the American maln- -

stream, The rest must conclude that the blood
around Tiananmen Square has truly been scrubbed
away,

+ uThe trek to Beijing has shattered the broad.
consensus in America, For 20 years five presidents
of both parties had pursued a balanced policy which
garnered overwhelmmg bipartisan support., Now
this secure base is rudely shaken by passionate
debate. A backlash may well produce heavier sanc-
tmns than those the administration already opposs
ea,

':Europeans, that they never.

awful symbollsm of the Scowcroft voyage, such as B

fast-moving U.S.-Soviet relations than Washlngton |
top of, .

. had freedom and cannot :
-afford, it now becaitse

. China would be
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ne does not shore up the long-term founda-
O tions for Sino-American relations by appearing *
weak to China's leaders and callous to the Chinese
and-American people. One does not earn respect
abroad by reversing field within months and lprac-'
ticing double standards.” One cannot maintain a
balanced approach at home by submerging our
values and disdaining congressional and public opin-
on,

The damage done by the mlssion was compound-
ed by its egregious style. Clinking glasses on
worldwide television, Gen, Scowcroft, lined: up thel '
administration with the Beljing regime agalnst the
.Chinese and American people:i*In b
lea there are volces of those ‘who see
- frustrate our copperation We bpt_
me

governmentu"tha e
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is that the :Chinese people made
demands for dialogue with their lea ¢
the Eastern Europeans have' made” very radi :
.demands for the overthrow of theirs,”
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e, here 15 not just a double standard but cultural,

onsclous:Are we to belxeve that.Chinese are not
like- Europeans, that they never had freedom and
annot ‘fford” it now because Chlna would be

i Fo} years critics complained of a double standard
" in human tights, one for the Soviet Union, another

“for Chma. But there were. two legitimate reasons
for a more muted approach toward Beijing. First,
Chinese society, with glaring exceptions, was gen-
erally moving in the right difection while :the
pre-Gorbachev Soviet Union was not. Second, Chi-
na posed no threat to'the United States and proved
helpful on many international jssues while the
Soviet Unlon was expanding its arsenals and engag-
ing in adventurism, .

With many of these premises now overturned, it
is time to shelve the double standard,

The president knew the trip would unleash a
huge domestic storm, Jbut acted boldly to etem a

" downward spiral in Sino-Américan relations, He is

gambling that Beijing will make major concessions
-before Congress reconvenes, We.can anticipate
“gome-positive moves, but-we should not lét Beijing
. or Washington inflate the slgmﬁcance of cosmetic

W edge t:last, prlng wae a tragedy for
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actions with theirs, Let us maintain productive links

. :whete :possible’ with progressive Chinese forces,

e Above all to serve American interests as well as
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Values, let us align ourselves with Chlna s future,
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Civil

ndemogratic reglmes ‘every-
where are facing .the prospect

of civil war.

In China, the massacre of students. .

was thé death knell of the regime. The
demonstrators’ goal was not to wring
_a‘fewtrappings of democracy from
““the corrupt gerontocracy; but to in-

still the dangerous spirit of freedom.

in a billion Chinese. The purpose; of

the original hunger strike was’ to -

create a handful of martyrs around

which'torally a movement. . = :°
When Deng’s regime was unable to

get local army units to move against

the demonstrators, it appeared that -

-the Communist- leadership’s mild
“reaction was not so much indecisive

as it was cunning: the young demon- .

strators, allowed to stew in their own
juices, would be defeated by bore-

..dom. They would go home in dribs -

- and drabs, denied martyrdom.’
- -Deng's delayed reaction, however,
-~ was not dictated by shrewdness. but
by the need to organize brutality. He

- slipped ‘out of Beijing, met with the .
. seven army commanders and .out-.
Mao’d Mao by winning the dgreement -
of six to teach the students a bloody
lesson: that Comntunist power comes ot

-out of the barrel of a gun. -

The Tienanmén massacreé- >estab- S DY -
~ illegally annexed Baltic: States? And

lished order, all right, but also’e estab-
- lished:a national underground dete

mmed to overthrow that order.‘ ldeal- .

‘ism alone is repressnble but 1deallsm
alloyed with a passion for vengeance
e creates a gun barrel all its own.:’ 5
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Deng’s death to prevail, but today’s
student-killers will one day be replaced
by today’s heroes. That is why the

. thousands of:bloodied students are the
victors of the massacre; this day will
be the next democratic government’s
national hollday

Civil war is also possxble in Iran,
after the death of the old man who
turned back the clock by a millennium.

We do not know the dynamics of
Persian dissent. Perhaps the world
will see a falling-out between the Aya-
tollah’s most fanatic followers and
the long-vaunted moderate mullahs;
or perhaps the defeated military and
the repressed secular middle class
will conspire with exiles to move
against the fundamentalists.

However the split occurs, the likeli-
hood of a peaceful and parliamentary
resolution of differences is remote. A
great fault line runs through Iranian
society; now that the transfixation
with a charismatic is past, it's only a
question of time before the earthquake.

That brings us to the threat of civil
strife in a third country: the war that
may or may not break out in and
around the Soviet Union. The political
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Counterrevolution — civil war ; is ,
under ‘way, and may 'take years'orJ; ~Teherah :béfore long, suggests that

»struggle
.has sofarbeenpeaceful. .

- When repressmn does turn violent,
asinthe gassmg of Georgian national-
ists in Thlisi, it is disavowed by Mos-

w. When republics conflict and old
: nationalist hatreds appear — as hap-
pened last .weekend when Uzbeks
‘rioted against Meskhetians in Uzbeki-

out of camem ‘range. -

The civil struggle has been to trans-
fer power from an inefficient party to
an anti-idéological leader. Its success
lies in the genius of Mikhail Gorbachev
to subject himself to criticismas he
makes subjects of his critics.

* But how will the new above-party
power structure manage the intensi-
fied:yearning for independence in its
Euriopean satellites? How will it han-
dle demands for sovereignty in the

already under way, and

stan — trouble is put down bloodily but -

» Mass'acre-
heard’round =
theworld. .. -

S

how will it Jater respond to anti‘Rus-
sian-demeonstrations sure to come in
the vital Ukraine, which would be the
: ,begmmng of the Soviet disunion?

‘. What we, have seen in China this
week,and what we arelikely to see in

the Russxan leader will probably re-

vert to’ totalitarian type: in the end, - *

he = or the man hastily put in to re-
place him — will call out the army to
teach the demonstrators a brutal les-
son, as Deng has just done, as the
czars used to do. .

We can hope that Mr. Gorbachev
uses his burgeoning power to set free
the nations whose people want free-
dom, and then returns his own power to
his own people. Maybe — for the first
time — freedom will gently evolve.

But history teaches that empires do
not break up voluntarily; dictators
never dictate freedom; totalitarian
states do not overthrow themselves.
.On occasion — the Shah of Iran, Mar-

cos of the Philippines — the strong- -

man cannot_bring himself to order

troops to kill the people, but few dicta-

tors are so squeamish.

No outsider wants to sound incendi-
ary, but the sad truth is that the tree of
liberty in indeed nourished by patriot
blood. The thousands of brave young
Chinese who were killed this weekend
did not, in Lincoln's phrase, die in vain;
their sacrifice will lead their people out
of Communist bondage. O
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The Myth of Convergence

Acknowledging Differences between Japan and the United States

James M. Fallows
Washington Editor, the Atlantic Magazine

Delivered at the Hotel Okura’s Executive Service Salon Monthly Luncheon Meeting, Tokyo, June 20, 1989.

that you may or may not find convincing but

which, in any case, I hope will get your inter-
est. These are partly related to things I have writ-
ten recently in the Atlantic and partly not. My
overall proposition is that relationships between
Japan and the rest of the world, including relations
between Japan and the United States, are about to
move into a surprisingly more hopeful stage.

The reason I say “surprisingly” is that the pas-
sage to this new stage will be attended by many
things we are used to thinking of as bad news—
disagreements, arguments, changes of mind and
things of that sort. But I think that the outcome is
going to be much easier for everybody involved,
particularly the United States and Japan. I think
the result of this change in attitude will be to allow
Japan and the United States to concentrate on the
real shared interests that they have without
constantly quarreling and beating each other over
the head.

Let me start out by saying that the existing para-
digm, especially in the U.S. attitude toward Japan,
has contained several elements. (I will concentrate
initially on the U.S. attitude because I think it
changes in a more volatile way than the Japanese
attitude does.) One of the old ingredients in the
U.S. outlook is a residual group of anti-Japanese
people in America—this is a small, but very real,
political force. Over the years, however, there has
been a much larger group made up of those who
have had good relations with Japan; this includes
people in the military, diplomats, academics and of
course, members of the business community. By
far, though, the largest group of Americans is made
up of those with no direct interest in Japan, or in
Mexico or anywhere else; they are concerned
mainly with the United States and have just let
affairs drift on.

In this existing model, which has lasted for most
of the postwar period, but especially the last 20

Iwould like to propose some ideas here today

years or so in which Japan has been a mature
economic power, there have been some not-so-
clearly-stated assumptions on the U.S. side. And
perhaps the most important of those has been the
assumption of convergence—that is, that Japan and
the United States were getting to be more like each
other, or to put it less politely in the American ver-
sion, that Japan was becoming more like the
United States.

When Americans first came here to Tokyo, they
would see how modern the city was and how many
international businesses there were, so they thought
the natural course of economic evolution would be
to take Japan to an economic system basically
similar to the one the United States had and that
European countries on the whole had.

The basic underlying tone of every discussion
between the United States and Japan was that in
spite of these temporary problems with the farm-
ers, or the distribution system or the coal miners,
we all know where we are going in the long run
and we are basically converging. There was some
recognition on both sides that while basic conver-
gence was the end goal, some allowances had to be
made for Japan’s “special circumstances” along the
way. Japan didn’t have a military of its own—at
America’s insistence—so the United States needed
a certain military role here; Japan couldn’t shock
its distribution system into change, and the rest
of it.

Now, when this basic assumption of convergence
has not become a reality, there has been a standard
set of responses given. One of those is the need for
patience. Things take a long time to work out,
although their direction is certain, and so it may
take a number of years to change the distribution
system or the political system. However, it would
be a mistake to be too hasty or impatient.

Another familiar response is that of the impor-
tance of effort: that if one puts forth enough effort,
it is possible to establish a presence in Japan, so
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to the extent this does not happen, it shows a lack
of effort and determination. There is also, increas-
ingly from the Japanese side but with a lot of
recognition from the American side as well, an
awareness that the United States has failed in
many, many ways to carry its full burden of eco-
nomic competition in the world.

This is what I am presenting as the “old model”
and it leads to several unwholesome events for
both Japan and the United States as our interac-
tions over the past 10 years have shown. On the
one hand, both countries know that they have a
tremendous amount at stake in one another—
militarily, with human contacts, business contacts,
flows of money, flows of supplies—and that neither
country could do very well without the other. But
the day-by-day interactions between the govern-
ments and some businessmen are a series of small-
scale arguments—a nightmare of negotiations that
frays tempers on both sides and does not really
make a lot of difference in the long run.

“...the United States has failed in many,
many ways to carry its full burden of
economic competition in the world.”

What I think is now under way in the United
States is a shift toward a different model that may
initially seem more threatening to Japan, but which
I feel is much healthier in the long run. This shift is
essentially accepting the Japanese argument that
Japan is different. That is, not different because of
intestines, or snow, or language or anything else,
but different as a political and economic system.
And the basic assumption of convergence and of
the market working things out is beginning to be
abandoned in the United States.

Let me expand on what I mean by this recogni-
tion of differences. I am speaking of political and
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economic differences—acknowledging that Japan,
which is structurally an impeccable liberal democ-
racy, in practice functions very differently from
other Western democracies. It is, in reality, a one-
party system with the United States performing the
normal opposition party function of shifting policy
one way or another.

“...the Japanese economy...
places more emphasis on having
industries in addition to products.”

The recognition of difference in the economic
system concerns the basic goal of an economy. For
example, the goal of the American, British and, to
some extent, European economies has been to raise
the consumer standard of living. By that logic,
whenever you can buy a product from somebody
else more cheaply than you can produce it yourself,
it is always better to buy it. That is the goal of an
economy that would rather have products than
industries.

There is a different goal of the Japanese econ-
omy that places more emphasis on having indus-
tries in addition to products. In the “old model”
this Japanese emphasis might be called unfair,
which I think is destructive and misleading. There
is nothing unfair about it at all. The point is that it
is different.

This is the recognition that I think is having
some impact in the United States and I would like
to mention several events or trends that I think
have changed this impression of “differentness.”

One event that has influenced the thinking
of Americans is, of course, the result of endaka.
By any neoclassical economic model, it is
almost impossible to imagine that after the
price of a nation’s currency had doubled, its trade
surplus would be rising again. This is what has




happened since late last summer. The Japanese
trade surplus declined by various measures as long
as the yen value was actually rising, but for almost
a year now, it has been rising by nearly all
measures.

What is particularly significant here is that it
shows the contrast between America’s economic
dealings with Japan and America’s economic deal-
ings with most of the rest of the world. Especially
in relation to Europe, the very radical change in
currency value that the United States went through
had a fairly pronounced effect on the trade pattern.
Consequently, the United States now enjoys a small
trade surplus with the whole European Commu-
nity. This is obviously not the result in Japan, so
there is an anomaly here to be explained.

A second event that has had some influence is
the result of Japanese overseas investment. In the
United States and Europe, direct overseas invest-
ment has tended to replace exports. The evidence
so far suggésts the opposite for Japanese
investment—on the whole, it has increased Japa-
nese exports. The automobile transplants in the
United States are an example. They have, to some
degree, reduced exports of cars from Japan but
greatly increased exports of car parts from Japan
to the United States. So, this investment has had a
very different effect from U.S. or European invest-
ment. This does not mean there is anything wrong
with it; it is just indicative of a different economic
phenomenon.

Let me mention two other statistics in relation
to this investment topic that I believe are impor-
tant. One involves the economic jargon term “intra-
industry specialization rate.” This concept means
that in any given industrial sector—cars, refrig-
erators, televisions, agricultural products—a coun-
try both buys and sells, and that if this rate is very
high, for example near 1.0, then the country buys
exactly as much as it sells. If the rate is 0, then the
country buys only certain things and sells only
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certain other things. As it happens, the United
States and other Western European nations,
including Germany, have fairly high rates of about
0.8. Germany sells a lot of cars and buys a lot of
cars; the U.S. exports a lot of food and imports even
more food. There is a fairly active trade situation.
Japan, as you will not be surprised to hear, has a
very low rate, about 0.2, meaning that in the areas
in which Japan exports, it virtually does not import.
This can be overstated, but the point is there is a
distinct difference in the performance of West Ger-
many, France, Italy, the United States and Japan.

“In the United States and Europe,

direct overseas investment has tended to
replace exports. The evidence so far suggests
the opposite for Japanese investment—

on the whole it has increased Japanese
exports.”

Similarly, the difference between Japan and Ger-
many in manufactured imports is also making its
impact in the United States. In 1986, Germany
imported 37 percent of all the manufactured goods
it consumed and Japan imported 4 percent—so
this kind of disparity is having some kind of effect.

The Maekawa Commission and its aftermath
have also had some influence on the United States.
In the spring of 1986, you may recall how much
emphasis Prime Minister Nakasone placed on this
report. Its basic premise was to accelerate the con-
vergence of the Japanese and U.S. or European
economies. There was too large a gap, the report
contended, between Japan’s actual living standard
and its material wealth and it would be good to
deliberately shift that and make the economy
behave more like the economies of the United
States or Western Europe. The modest effects of
that report are being absorbed in the United States
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as an illustration of some “stickiness” in the Japa-
nese socioeconomic system that makes it difficult
to shift the focus to an improved standard of living.

Let me mention also three other more recent
political phenomena. The most obvious is the FSX
controversy. I think the long-term impact will be
very different from what the short-term impact was.
I should say also that I think the United States was
completely in the wrong to try to change the deal.
I think, instead, the United States could have
argued the issue from a strictly military point of
view; Japan had everything to gain from simply
buying the F-16s from the United States—they
would be available almost immediately at roughly
half or one-third the cost of a new plane. From a
diplomatic point of view, Japan had much to gain
by buying the airplane, since the United States is
its military ally with whom it has a huge trade sur-
plus. From an economic point of view, this is a
product that the United States, for all of its fail-
ings, actually makes extremely well and cheaply—
it’s a competitive product. And so the only logic on
behalf of simply not buying the planes was a sort
of mercantilist logic of saying “here is another
industry in which we need to participate.” It is cer-
tainly Japan’s right to make that decision, but it is
not what we think of as a “market imperative.”

“...just as men and women are happier
knowing what each one is, so will Japan and
the United States be happier knowing what
each one is and not pretending that we are
becoming more and more the same.”

Another political event that has had some effect
is the difficult last few months of the Takeshita
administration. Especially significant is the fact that
the prime minister stayed on in office a full two
months after his public opinion rating hit 3.9
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percent in the polls. Now, by way of comparison,
when Richard Nixon was forced out of office by
public outrage, he still had 32 percent of the
public’s approval—eight times as much as Takeshita
had. There is a different kind of democracy at
work here—one in which actual public opinion
matters less than it does in other places. It has had
a lot of effectiveness for Japan, but it is different.

Finally, and most delicately, let me mention one
more thing I believe is having an impact on the
United States: the Japanese nonresponse to the
events in China. The delicacy of the point is obvi-
ous because of the historical complications between
Japan and China. The delicacy of the moment is
that this comes at a point when there is great de-
bate in both the United States and Japan about the
ultimate values of Japan’s political system and what
its message to the world is. There has been atten-
tion drawn in the United States and Europe to the
fact that for several days after the incident, there
was no response whatsoever from the Japanese
government and then only a very muted one.
Whether the Japanese government was wise or
unwise in taking its course, I think the course is
having an effect.

In conclusion, what I hope and think will be the
case in the United States is a change of mind to a
more realistic, and eventually friendlier, attitude
toward Japan. The realism will come from aban-
doning the idea that it is just a matter of time until
the two economies and political systems become
the same.

I think there will be a shift in the United States
toward the idea that we are different, but because
we share so many common interests, hopefully we
can find a way to manage the relationship so that it
is not destroyed by these niggling tensions. I
believe Japan is the most important ally the United
States has—in all dimensions of political, economic
and cultural connections—and I think the threat to
this alliance is the myth of convergence or kokusaika



(internationalization). We would be better off to
acknowledge our differences and figure out how we
can happily coexist in these different societies. This
is not so odd a thing—it’s like the relationship
between men and women. The relationship is
always much happier if one recognizes the differ-
ence and does not assume that it is going to go
away. Using this as a model, just as men and

of Japarn December 1989, Vol. 10 No. 108

December 1989

JAMES M. FALLOWS

Born in Philadelphia, Pennsylvania, in 1949. After graduating

with a B.A. from Harvard University in 1970, James M. Fallows
attended Oxford University as a Rhodes Scholar, earning a diploma
in economics in 1972. After serving as editor for the Washington
Monthly and the Texas Monthly, he became chief speech writer for
then President Jimmy Carter. Mr. Fallows joined the Atlantic in
1979 and currently serves as its Washington editor.

women are happier knowing what each one is, so
will Japan and the United States be happier know-
ing what each one is and not pretending that we
are becoming more and more the same. O
(The title of this speech was provided by the editor.
The speech appeared in a slightly different version in
the Hotel Okura News, September 1989, Vol. 13,
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Staying Flexible

Past and Present Challenges to Japanese Industries

Yoh Kurosawa
Deputy President, Industrial Bank of Japan, Limited

Delivered at the Japan—Finland 70th Anniversary Meeting, Helsinki, Finland, August 29, 1989.

tened to ashes in bombardment that

included two atomic bombs, has built the
second largest economy in the world behind the
United States. This was due, in the main, to the
efforts of the Japanese themselves and to the favor-
able global environment that contributed to such
growth.

Japan’s gross national product (GNP) in 1988
amounted to $2,860.4 billion, which was approxi-
mately half of the U.S. and European Community
GNPs of $4,880.6 billion and $4,708.4 billion,
respectively. But per capita GNP was a different
matter. As Japan’s population is 123 million, the
United States’ 246 million and the EC’s about 326
million, Japanese per capita GNP exceeds the
other two as follows: $23,274 for Japan, $19,817
for the United States and $14,524 for the EC.

The vitality of the Japanese economy is, of
course, based on the strength and prosperity of its
industries. For instance, the share of Japanese
automobiles in the U.S. market is 20 percent and
in the West German market, 15 percent. These
large market shares in countries with their own
established automobile industries illustrate the
strong competitiveness of Japan’s auto industry.
This competitiveness is sustained by high produc-
tivity. According to a published report by Volks-
wagen, it takes about 36 hours for an average West
German automaker to manufacture an automobile,
25 hours for a U.S. company and 19 hours for a
Japanese automaker.

Japan’s productivity is overwhelmingly high. The
league table of the world’s automobile manufac-
turers shows that first and second place are taken by
the American firms of General Motors (GM) and
Ford Motors, third is Japan’s Toyota, and fourth
onward are Daimler Benz, Chrysler, Fiat and
Volkswagen, with Nissan Motors taking eighth place.

As we shift our vision to the electronics indus-
try, half of the world’s top 10 companies in this

J APAN, defeated in World War II and flat-
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field are Japanese. Although General Electric of
the United States is first, Hitachi ranks second,
Matsushita (National Panasonic) fourth, Toshiba
seventh, NEC eighth and Mitsubishi Electric tenth.

The staggering competitiveness of Japanese
products is also illustrated by the share of Japanese
videotape recorders (VIRs) in EC markets. Sixty-
nine percent of VIRs in the EC are Japanese, 25
percentage points of which are exported from Japan
and 44 percentage points supplied by Japanese
plants in the EC. In contrast, the share of EC firms
is 20 percent and exports from Korea account for
11 percent.

The greatest challenge faced by these Japanese
industries in recent years was the rapid apprecia-
tion of the yen. After the finance ministers of the
Group of Five signed the Plaza Accord in Septem-
ber 1985, the exchange rate, which had until then
prevailed at ¥240 to the dollar, rose sharply to
¥120 to the dollar. This meant the yen’s value dou-
bled in a mere two years.

As a result, Japanese industries that had relied
heavily on exports suddenly faced a crisis. In 1985,
the degree of reliance on exports in major Japanese
industries was 45 percent for the electric and elec-
tronics industry, 55 percent for the automobile
industry, 68 percent for shipbuilding and 35 per-
cent for general machinery. These export industries
were compelled to reduce production. Conse-
quently, manufacturing companies were dealt a
serious blow to their ordinary profits, which
dropped, on average, by 22 percent in 1985 and 38
percent in 1986. The suppliers of basic materials
to these export industries, such as steel and petro-
chemical companies, were also dealt a severe blow.

Facing such a crisis, Japanese industrial corpo-
rations responded by restructuring primarily in
four major areas. First, they rationalized excess
equipment and reduced employee numbers. Second,
they reoriented their business priorities, placing
greater emphasis on high-value-added goods.
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Third, they shifted production bases abroad, estab-
lishing a more global production system. Fourth,
they diversified by stabilizing the management base
and abandoning recessionary fields for more prom-
ising business activities.

Let me illustrate the previous points with the
restructuring efforts of the steel industry, which is
the most fundamental of basic industries. In addi-
tion to actual cuts in steel exports due to the
strong yen, steel companies were gravely affected
by the export reductions of steel product users,
such as the electric and electronics industry, the
automobile industry and shipbuilding. The volume
of steel production fell from 103 million tons in
1985 to 96 million tons in 1986.

The five largest steel companies in Japan reacted
to this adverse change by first rationalizing. Pre-
mising on an eventual 90-million-ton production sys-
tem, they planned drastic equipment and employee
reductions. They abandoned high-temperature fur-
naces and cut the work force by 44,000, which rep-
resented a quarter of all steel industry employees.

In their business priority orientation, they
endeavored to develop high-function products,
such as low-temperature-resistant steel, heat-
resistant steel, corrosion-resistant steel and high-
tension steel. Furthermore, these firms pushed
forward with overseas production. Following the
foreign direct investment strategies of the automo-
bile, electric and electronic industries, they entered
the U.S. market through either joint ventures, busi-
ness tie-ups or licensing agreements with American
steel companies.

The steel companies also worked to diversify
their business. They entered into a broad spectrum
of new areas, including new basic materials, elec-
tronics and service industries. The number of new
companies incorporated by the five largest Japa-
nese steel companies in 1987 alone exceeded 100.

The most representative maker, Nippon Steel
Corp., has announced a very ambitious business
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plan. By 1995, the company will reduce its steel
activities within its own business to less than half
and increase the share of the electronics and infor-
mation and telecommunication sector to 20 per-
cent. It plans to increase its participation in
engineering to 10 percent and in social and life-
related development to 10 percent, in addition to
entering the biotechnology field.

“The vitality of the Japanese economy is
...based on the strength and prosperity
of its industries.”

Through such rationalization efforts, Japanese
export industries have achieved a resilience to
withstand an exchange rate of around ¥120 to the
dollar. At the current exchange rates of around
¥130 to ¥140 to the dollar, these industries are
easily able to make profits and are secure in their
business positions.

What we must not overlook at this point is a
very important benefit of the strong national
currency—cheaper import prices. Since Japan
mostly relies on imported raw materials, beginning
with energy, the doubling of the yen value from
¥240 to ¥120 to the dollar meant a halving of pay-
ments for these imported raw materials. The steel,
petrochemicals, synthetic textiles and electric
power industries, in particular, benefited most from
the strong yen. Electricity charges were cut by 22
percent from 1985 to 1989, contributing signifi-
cantly to cost cuts made by Japanese industries.

It should also be emphasized that the govern-
ment’s fiscal 1986 policy to expand domestic
demand to overcome the crisis brought on by the
strong yen helped stimulate domestic business.
This measure was a ¥6 trillion package comprising
¥1 trillion in tax cuts and ¥5 trillion in public
works spending. These efforts brought about
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improved corporate revenues, which bottomed out
in the spring of 1987. Japan’s real economic growth
rate was recorded at 5 percent both in 1987 and in
1988. Demand components of this growth were 6
percent domestic demand and minus 1 percent
external demand, illustrating that the Japanese
economy has shifted to a domestic demand-led
growth pattern.

On the other hand, as a result of the rationaliza-
tion efforts to overcome the strong yen’s adverse
effects, Japan’s exports have grown steadily. Our
trade surplus has been around $90 billion to $100
billion annually. It is a fact that this surplus is caus-
ing the so-called trade friction with the United
States and the European Community and fueling
the protectionist tendencies there. Today, 40 per-
cent of Japanese exports to the United States are
regulated in one form or the other. In particular,
exports of automobiles to the United States have
been restricted to 2.3 million units annually.
Because of this, Japanese automakers are moving
ahead with their plans to assemble autos in the
United States by building plants there.

Such a production system abroad poses a new
challenge to Japanese industries to overcome the
many resulting problems. I would like to share with
you the experience of Nissan Motors’ Tennessee
plant and Toyota Motors’ Fremont plant in
California.

There is a book titled The 100 Best Companies
to Work for in America that gives employment
guidance and information. Such prestigious compa-
nies as Exxon, General Electric, Du Pont and IBM
are listed in it. In the automobile section, I was
astonished to find Nissan Tennessee rather than
any of the American Big Three.

Each company is evaluated in five areas on a
scale ranking down from five points to one: pay,
benefits, job security, promotion opportunities and
ambience. In Nissan’s case, with the exception of
pay, which received three points, the company
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scored four points in each of the other four areas.
The total points given to Nissan was 19, which was
a relatively high score. Although IBM earned 21,
Exxon was given 17, General Electric 16 and Du
Pont 15.

The Nissan Tennessee plant began its operations
with the assembly of small trucks in 1983 and
expanded to manufacturing automobiles in 1986.
A total of 240,000 vehicles is assembled there
annually. In 1992, the company plans to install a
second automobile assembly line, doubling the
number of employees, which presently stands at
2,400. It will produce the largest number of cars
and trucks of any single auto factory in the United
States.

“Faced with the prospect of EC integration
in 1992, Japanese firms are increasing
their direct investment there.”

When it launched the plant in 1982, Nissan
Motors offered 2,000 jobs, for which an astonish-
ing 150,000 people applied. Nissan even had to
ask the Tennessee state government to help in the
selection process. Of the 2,000 employed by
Nissan Tennessee, 383 workers were picked to
study the Japanese assembly method firsthand for
a minimum of six weeks in one of Nissan’s facto-
ries in Japan. Nissan Tennessee’s managers are
mostly Americans, including President Marvin
Runyon, who worked for Ford Motors for some 37
years, Only two vice presidents, in charge of qual-
ity control and finance, are Japanese.

President Runyon makes it a habit to have lunch
with the factory workers in one of the two large
company cafeterias (there is no executive dining
room). When he is in the plant, he wears the regu-
lation blue uniform with “Marvin” inscribed over
the right breast pocket. Everybody calls him and




the other managers by their first names. Mr.
Runyon has lunch with all new employees in small
groups and he conducts companywide meetings at
least every four months.

The book also introduces the opinions of some
of the workers. Let me cite some of these:

Lonnie Blittle, who formerly worked for J.C.
Penney and General Electric, was hired to work on
the assembly line in the paint shop. What impressed
him most about the Japanese plant was “the team-
work. Nobody is ever yelling at anybody. It is a team
effort. Everybody is constantly improving himself

~on a daily basis. They are good at what they do.”

Blittle also found remarkable the quality of com-
munications in the plant. “Nobody seems to be in
the dark. Everybody knows what is going on. Noth-
ing is ever hidden back. There is none of the hush-
hush atmosphere with management behind closed
doors and everybody else waiting until they drop
the bomb on us. They are right down pitching in,
not standing around with their hands on their hips.”

“It is by no means an easy matter for

the Japanese to manufacture in Europe or

the United States and to employ non-Japanese.
But this is a challenge our corporations will
have to face up to.”

This feature of the Japanese system appears to
have been exported directly to Tennessee. Ken
Herndon’s previous job was at Du Pont’s Dacron
plant in Old Hickory, Tennessee, from which he was
laid off in 1981. “Du Pont had a supervisor for
everything,” Herndon explained. “Here you don’t
have so many people telling you what to do. There
are only five levels between me and the president
of the company.” By contrast, a typical U.S. auto-
maker has 12 levels of supervision between the line
worker and the company president.
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Herndon said that at Nissan “the managers are
out on the floor. They are not in separate offices.
At other places I've worked, they will sneak around
and try to catch you doing something wrong. Or a
supervisor is so scared to death when the manager
shows up that he runs around and makes every-
body clean things up. But here, he is just one of
us.” Supervisors have desks on the plant floor in
areas reserved for breaks.

Kathy Thomas also appreciates the teamwork:
“It makes you feel that you are not a peon, with
everybody standing over you and shoving you
around.” Thomas previously was employed as a
construction worker for the company that built the
Nissan plant. Before that, she had worked as a
secretary. Her job with Nissan is on the assembly
line in the body area of the plant. She especially
likes the fact that Nissan appears to be concerned
“about you as a whole person.”

On the Thursday night before she began her job,
the company sponsored a family orientation pro-
gram at the plant. Thomas brought her two young
daughters to the presentation that included refresh-
ments and a slide show about Nissan in Japan and
in the United States. The company also gave every-
one a set of drinking glasses with the Nissan logo
on them. The day before Thomas came to work,
four different people called to welcome her to the
company.

The book also evaluates the merits and demerits
of the companies. On Nissan, the book cites as its
merit “the chance to experience the Japanese work
style first hand” and as its demerit “you may not
like doing exercises in the morning.”

Since its establishment in 1983, Nissan Tennes-
see has never laid off any employee and enjoys a
reputation of being a workers’ paradise. Moreover,
it has succeeded in achieving the U.S. industrial
productivity goal by giving its employees high
incentives. However, a critical incident emerged in
July 1989. The United Automobile Workers’ union
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(UAW) had, for two years, focused on union-free
Nissan Tennessee to press workers to form a union.

Three Japanese-affiliated auto companies in the
United States have unions: the GM and Toyota
joint venture, the Ford and Mazda joint venture
and the Chrysler and Mitsubishi joint venture.
Honda in Ohio, Toyota in Kentucky and Nissan in
Tennessee do not have unions. Also, Isuzu/Fuji
Heavy Industries will open a new plant in Indiana
next September.

The number of UAW members in the past 10
years has diminished to a third, or around one mil-
lion workers. The UAW intends to regain its
strength by placing Nissan and the other Japanese-
affiliated plants (including the Isuzu/Fuji plant)
under its umbrella. More than 12,000 workers are
employed by Japanese automobile makers in the
United States and they produce 8 percent of auto-
mobiles sold in the country.

On July 26 and 27, the 2,400 employees of
Nissan Tennessee were asked to vote either for
UAW representation or nonrepresentation. The
workers voted 1,622 to 711 against UAW represen-
tation, a ratio of two to one. It is too optimistic to
think that the UAW will withdraw into the back-
ground. The UAW will most likely return with an
offensive on Nissan and Honda sooner or later,
supported by the American Big Three, whose
workers are all union members.

Now let me turn to Toyota. In 1984, Toyota
formed New United Motor Manufacturing Inc.
(NUMMI), a fifty—fifty joint venture with GM,
which opened a plant in Fremont, California. The
plant was initially a GM plant, but it had suffered
low productivity and a number of wildcat strikes,
in addition to drug problems. In 1982, GM was
forced to close it down. NUMMI took over not
only the land, building, machines and equipment,
but also the workers. About 85 percent of the
previous work force has been reemployed, the
others having moved away when the plant was
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closed. Of course, all of them were members
of the UAW.

I visited this factory in July 1987 as the leader
of a Japanese investment survey mission. It was
only three years since the plant had been re-
opened, but in that brief period, it had become the
most productive factory in the United States. Nova,
the model produced in this factory, was once
named the U.S. Consumer Report’s best-value car.

How was such an impressive transformation pos-
sible, using the same land, the same buildings, the
same machinery and the same employees? Simply
put, it was due to the change in management. Even
though the company is a fifty—fifty joint venture
with GM, Toyota is completely responsible for
management. And the Toyota team’s management
has totally changed the behavior, attitudes and sense
of responsibility of not only the factory workers,
but also of the subcontractors and suppliers.

“The real challenge for Japanese industries,
...is to become a world forerunner in the field
of advanced technology development.”

Toyota’s management system, called the “just-in-
time system,” is a very demanding one. How have
the former employees of the GM plant come to
accept Toyota’s management philosophy? The
employment guarantee and sense of unity between
the management and employees are responsible for
the change. In the NUMMI plant, lifetime employ-
ment is not guaranteed as it is in Japan. However,
the labor agreement of the plant stipulates: “In
principle, there are no layoffs. If for vital manage-
ment reasons personnel cuts become necessary, we
will begin by cutting salaries of the top
management.”

In NUMMI, the plant manager and other
management team members also take lunch in the




same cafeteria with the workers. I was also invited
to lunch in that cafeteria, and when the president
of Toyota headquarters visits the plant, he takes
lunch there too, wearing the same factory uniform
as the others.

Another special feature of this plant is that each
factory worker is authorized to stop the assembly
line conveyer belt. The belt moves at a certain
speed, but a worker might get into difficulty or
may not be able to coordinate his activity with the
speed of the belt. A common question in auto
assembly plants is, can the worker stop the con-
veyer belt? While it is not allowed in the United
States, it is commonly accepted in Japan. Toyota,
pushing through with Japanese common sense,
achieved success.

The previous two cases illustrate how the Japa-
nese management system was accepted locally, irre-
spective of the existence of a labor union, and
blossomed in the United States. In Nissan’s case, it
was a green field investment, while Toyota’s was a
joint venture with GM using existing plant. The
other methods of entering foreign markets include
mergers and acquisitions.

Acquiring a foreign corporation with a totally
different cultural background is a completely new
challenge for Japanese firms. In recent years, five
major acquisitions have occurred. In November
1987, Sony bought CBS Records for S2 billion and
Aoki Construction bought the Westin Hotel chain
for $1.35 billion. Bridgestone Tire bought Fire-
stone Tire for $2.6 billion in March 1988, and in
September 1988, Seibu Saison Group bought
Intercontinental Hotel for $2.15 billion and Nippon
Mining bought Gould for $1.1 billion.

The majority of Japanese direct foreign invest-
ment still takes the form of green field investment.
All of the previously mentioned mergers and
acquisitions were made on a friendly basis.

I would now like to turn to the challenges the
Japanese firms in Europe, particularly within the
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EC, are facing. Trade between Japan and the EC
in 1988 saw a surplus for Japan of $22.3 billion,
with $47.8 billion in exports and $25.5 billion in
imports. The size of Japan’s surplus over the EC is
increasing annually, and naturally, trade friction
accompanying such a trade imbalance has
emerged. Faced with the prospect of EC integra-
tion in 1992, Japanese firms are increasing their
direct investment there.

Factories affiliated with Japanese capital in
Europe numbered 392 at the end of 1988. As the
number stood at approximately 300 at the end of
1987, about 100 Japanese companies established
their factories in Europe in 1988 alone. Of the 392
factories, 92 are located in Great Britain, 71 in
France, 67 in West Germany, 37 in Spain, and the
remainder scattered throughout the continent.
Unfortunately, there are only three Japanese-
affiliated factories here in Finland.

Europe consists of smaller national markets,
with the existence of many traditional industries. It
can be said that the problems accompanying
Japan’s direct investment here are more compli-
cated than those in the United States. The local
content and antidumping questions attest to this
point. Also, the EC countries have different
national attitudes toward Japanese products. For
instance, there is no quota in West Germany or in
the three Benelux countries on imports of pas-
senger cars made in Japan; the United Kingdom
has a quota of 11 percent of the domestic market
and France a 3 percent quota of the domestic mar-
ket, while Italy restricts imports from Japan to only
3,000 cars annually.

Lately, France caused friction with the United
Kingdom by trying to apply the 3 percent import
quota on the Nissan cars made in England on the
grounds that they did not fulfill the 80 percent
local content condition and that they were consid-
ered to be Japanese-made cars. Finally, with the
EC Commission acting as an intermediary, it was
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decided that these cars would be considered as
British-made. However, one cannot deny that simi-
lar problems may arise at any time in the future.

I would like to share with you two anecdotes I
heard from a board member of Nissan Motors, in
charge of Nissan Motors U.K., on a flight from
London to Tokyo a few years ago. Nissan has a
plant in northern England, which began operation
in 1986. Currently, 70,000 units are produced there
annually. When the company first hired a British
citizen as general manager, he requested four
company cars, saying he had four cars in his previ-
ous job. One was for himself, the second one for his

. wife, the third one for his children and the fourth a

spare car. Nissan provided him with only two cars,
both on condition that they be Nissan cars.

Also, on the first day of operation, the board
member in charge told all employees: “As a princi-
ple, our company will not install a time recorder.
However, if there are many workers who arrive late
to work, we will have to do so.” Since that day, the
plant has not needed a time recorder. This is also a
good example of how management approach can
change the working attitudes of employees. By the
way, Nissan UK. has been selected this year as one
of the five best companies to work for in the
United Kingdom.

As we have seen, Japanese industries, even
though they are proud of their competitiveness, are
geared toward overseas production because of the
massive trade surplus and accompanying trade fric-
tion. This way, they are contributing to employ-
ment and to the upgrading of productivity in the
host countries. It is by no means an easy matter for
the Japanese to manufacture in Europe or the
United States and to employ non-Japanese. But
this is a challenge our corporations will have to
face up to. Another challenge facing the Japanese
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companies is the task of leading technological
development internationally. This is a dramatic
transformation from their traditional role of apply-
ing the technology invented by other countries to
low-cost mass production. Japanese companies
have already developed the most advanced tech-
nologies in the world in such fields as supercompu-
ters, high-definition television, facsimile machines,
memory chips, machining centers and industrial
robots. However, Japanese industries will need to
broaden the area of new technological develop-
ment from these rather limited fields.

It might be useful to compare the 1985 private
sector research and development expenditures—
excluding military-related R&D—of the major
countries as a percentage of GNP. Whereas it was
1.71 percent in West Germany, 1.45 percent in the
United States and 1.08 percent in France, Japan’s
ratio was 2.19 percent. And as we look at the
national shares of the private sector’s aggregate
R&D expenditures in the five major nations, it is
53 percent for the United States, 27 percent for
Japan, but 20 percent for West Germany, France
and the United Kingdom jointly. You can see the
importance Japanese firms attach to research and
development. In addition, the percentage of
planned R&D expenditures by Japanese electric
and electronic makers against their sales volume in
1989 is very high, with 9.7 percent for Hitachi,
10.3 percent for NEC and 13 percent for Toshiba.
These figures show the enthusiasm of these com-
panies for developing advanced technologies.

It can be summed up that the real challenge for
Japanese industries, which excel in mass produc-
tion technology, manufacturing processes and qual-
ity control, is to become a world forerunner in the
field of advanced technology development. O
(The title of this speech was provided by the editor.)
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ocean of yesterday, the Atlantic is the ocean of

today and the Pacific is the ocean of tomorrow.
A number of years have passed since people began
talking about the coming of the Asia-Pacific era,
and many forums have been set up to discuss the
Asia-Pacific region. Yet no clear concept has been
defined nor consensus emerged about what is
meant by the Asia-Pacific era, let alone what is
expected of the Asia-Pacific region.

I will begin by providing a brief overview of the
economic development of the Asia-Pacific region
since the end of World War II for us to better
understand where the region stands today.

Looking back, there are two distinct periods in
the economic history of the Asia-Pacific region
after World War II. The first is the emergence of
several successful and rapidly developing market-
oriented economies during the 1960s and 1970s.
Eight of the region’s developing economies have
established themselves in the front ranks of world
economic growth. Four of these have been labeled
NIEs or newly industrializing economies. These are
Hong Kong, the Republic of Korea, Singapore and
Taiwan. Just behind them, in terms of growth and
development, are what I call the quasi-NIEs of
Southeast Asia, namely Indonesia, Malaysia, the
Philippines and Thailand.

I am omitting here Japan’s success story, which
is well known to you. I will just mention that by the
late 1950s, Japan recovered to its prewar level of
production and today enjoys one of the highest per
capita incomes in the world. Now the NIEs are
catching up with Japan. The quasi-NIEs of
Southeast Asia are trying to catch up with the
NIEs. Real per capita income in these eight econo-
mies has grown, on average, by 4 percent a year
since the 1960s. This rate is higher than that in the
advanced industrial economies and compares
favorably with under 1 percent for Africa and
about 2 percent for Latin America. It is no wonder

IT has been said that the Mediterranean is the

that the Asia-Pacific region attracts worldwide
attention.

Why have these economies been successful? The
NIEs are resource poor like Japan. Their success
stemmed from good education and sound eco-
nomic policies, among others, which enabled their
people to use their abilities in a competitive
society. The same applies, to a lesser extent, to the
quasi-NIEs that are endowed with abundant natu-
ral resources the prices of which have often de-
clined or stagnated in recent years. Open and
liberal trade and investment policies and the suc-
cessful application of modern technology in agri-
culture and industry have contributed to their
rapid economic growth. During the turbulent
1970s, which subjected Asian countries to instabil-
ity in foreign exchange markets and to oil shocks,
Japan lost some steam for growth. But the NIEs
grew at an exceptionally high rate of 10 percent,
followed by the quasi-NIEs at 7 percent.

The second period I would like to mention
covers the dramatic changes in the economic struc-
ture of Japan, the NIEs and the quasi-NIEs that
began in the 1980s. Since 1982, the year in which
the financial crisis broke in Mexico, the external
debt problem has become a serious concern for
the world community. At that time, I feared it
might spread to Asia, because once such a crisis
occurs, it can take several years to repair the
damage and bring a country back to its normal
course of growth. Fortunately, it did not spread to
Asia, except to the Philippines, where economic
reconstruction is now under way. Many Asian
countries had been cautious and learned from the
financial crisis. They implemented prudent eco-
nomic policies to overcome the decline in the real
price of oil and other commodities, growing budget-
ary deficits and the adverse effects of recession and
protectionism in most industrial countries. Of
course, many Asian countries paid the price of
slower economic growth as a result.
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It is interesting to note that the divergent per-
formance of developing countries in Asia and out-
side, faced with similar external factors, points to
the overriding importance of sound economic poli-
cies. Successfully preventing financial crisis, many
Asian countries took advantage of dramatic
changes in the economic structure that was trig-
gered by sharp appreciation of the yen, and
resumed strong growth in the late 1980s. The 100
percent appreciation of the yen between 1985 and
1987 has greatly changed the economic structure
of Japan. Japanese enterprises are transferring their
production bases to the NIEs and quasi-NIEs by
direct investment. In the fiscal year that ended in
March 1988, Japan’s direct investment in Asia and
in the NIEs each more than tripled the amount in
1985. Foreign direct investment is often accompa-
nied by a package of the transfer of management,
technology and marketing skills that raises the pro-
ductivity of investment. Moreover, it does not add
to external debt and the foreign investor bears
both the commercial and exchange rate risks.

Yen appreciation, together with robust gross
domestic product growth and market opening
efforts in Japan, has greatly stimulated Japan’s
imports of manufactured goods from the NIEs and
quasi-NIEs. In 1988, Japan’s imports of manufac-
tured goods from the NIEs increased 3.2 times and
from the quasi-NIEs 2.4 times the amount in 1985.
This has also brought about dramatic changes in
the economic structure of other Asian countries at
a time when they are industrializing. A new divi-
sion of labor—horizontal rather than vertical—has
emerged between Japan and the NIEs and between
the NIEs and quasi-NIEs, which was unforeseen not
only before the war, but also for many years after.

The second period is continuing today. In 1988,
the NIEs experienced an average growth rate of 9
percent, the quasi-NIEs 7 percent and South Asia
8 percent. Even Japan achieved 5.7 percent
growth, which was higher than that of other
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industrial countries. The excellent economic per-
formance of developing Asia in 1988 partly re-
flected recovery in agricultural production in
several countries, but more so, industrialization in
many parts of Asia that started in recent years.

“It is quite likely that the overall level

of the Asian economies will be upgraded
remarkably by the end of the century.

The NIEs will be comparable to some of
the OECD countries in terms of per capita
income and degree of industrialization.”

The NIEs have upgraded their industrial struc-
ture from light to heavy and chemical industries,
and more recently to sophisticated electronics,
competing in part with Japan. The quasi-NIEs are
diversifying their manufacturing industries and
competing in part with the NIEs. South Asian
countries and China, too, are gradually adopting
labor-intensive industrialization and competing
with quasi-NIEs. A new and more mature eco-
nomic community is appearing on the Asia-Pacific
horizon as we approach the 21st century. The
dynamic process of economic growth requires
closer intercourse among countries regardless of
history, religion, culture and political ideology.
International division of labor is an essential condi-
tion for economic progress. In order to effectively
participate in this global division of labor when
faced with slower world market expansion, Asian
countries need to restructure their economies, and
some have already started to do so. Some need to
specialize in certain agricultural sectors, but many
others need to diversify agriculture and move from
agriculture to industry, particularly high-value-
added manufactures. It is not advisable to assume
higher prices for primary commodities in the future,
as technological innovation has changed the supply
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and demand situation of commodities and raw
materials. Furthermore, agricultural productivity
may not be increased fast enough to raise the living
standards of people after feeding the ever-
increasing population.

Active economic transaction among Japan, the
NIEs and the quasi-NIEs in diverse manufactured
goods are both the cause and effect of their rapid
economic growth. The expansion of a horizontal
division of labor among them has resulted from a
change in industrial structure and from shifting
comparative advantage in these countries. The
improved prospects for intra-Asian trade that fol-
low will provide enormous opportunities to other
countries in the next decade in terms of enlarged
markets. These are the changes that belong to the
second period of the postwar history of the Asian
economy. We are now witnessing the dawn of the
Asia-Pacific era.

The dynamic effects of industrialization and a
changing division of labor that is now emerging in
many countries in Asia will contribute greatly to
Asia’s becoming the world’s most important growth
center toward the beginning of the 21st century. It
is quite likely that the overall level of the Asian
economies will be upgraded remarkably by the end
of the century. The NIEs will be comparable to
some of the OECD countries in terms of per
capita income and degree of industrialization.
Already in 1987, the per capita income of Singa-
pore and Hong Kong reached about $8,000. Some
quasi-NIEs will reach the status of today’s NIEs.
Furthermore, some South Asian countries will
begin to industrialize. Also, the scope for a vertical
division of labor in South Asia and China in their
trading relationships with Japan, the NIEs and the
quasi-NIEs has the potential to increase. The share
of Japan, the NIEs and the quasi-NIEs in world
gross national product increased from 7 percent to
16 percent in the last 20 years and is likely to
increase to about 25 percent in the next 10 years.
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The change can already be seen in a global con-
text. For the United States, trade with the Asia-
Pacific region exceeded trade with the Atlantic
nations in 1981. European countries are increas-
ingly interested in Asia and are sending more trade
and investment missions to this region. The People’s
Republic of China became a member of the Asian
Development Bank (ADB) in March 1986 to partic-
ipate in regional efforts for economic development.
Similarly, the Soviet Union has expressed its strong
interest in the Asia-Pacific region since Mr. Gorba-
chev’s speech in Vladivostok in July 1986.

In spite of successes so far, our Asian friends
often express concern about increasing protection-
ism and new regionalism in advanced countries
that might stand in the way of their future success.

In spite of seemingly prosperous decades, pro-
tectionism has been brewing in some developed
countries, reflecting unemployment and trade defi-
cits. The 1980s began sluggishly with no sign of
improvement in the world economy. The world
recession lasted longer and resulted in greater
unemployment in industrialized nations than dur-
ing any period since the Great Depression 60
years ago.

Also, there has arisen a striking imbalance
between the trade positions of major countries, the
United States yielding a large deficit and Japan and
West Germany with large surpluses. The volatility
in financial markets has been exacerbated in recent
years by external imbalances among the major cur-
rency countries. These imbalances represent some
of the most serious concerns for the world econ-
omy and for the stability of the international mone-
tary system. Contrary to the fact that trade
liberalization is in the interest of all countries,
developed and developing, there has emerged a
new type of protectionism in some developed
countries, stemming from persistent trade deficits,
misaligned exchange rates, high levels of unemploy-
ment and structural dislocation.

15




Speaking of Japan

It is a liberal trade system, not protectionism,
that generates rapid and sustainable economic
expansion. Japan and the NIEs are good examples

of countries that have benefited from a liberal:

trade system. Persistent protectionism in developed
countries makes it difficult far the developing
countries to increase their traditional and new
exports. As a development banker concerned
about the accumulated debt problem, I am often
frustrated by the fact that just a few export items,
for which developing countries have a competitive
edge, are not freely allowed into the markets of
developed countries. Developing countries must
expand these exports if they are to continue to ser-
vice their external liabilities and also meet their
import requirements.

“When pressures for protectionism
become strong, developing countries with
less means to protect themselves usually
suffer more.”

Under present circumstances, trade problems
are often negotiated between major trading part-
ners without resorting to a global system, and there
arises a tendency to form regional blocs among
countries having common interests. The history of
the European Community is not short, but there is
a revived effort to achieve full economic integra-
tion of Europe by 1992. The recently concluded
U.S.—Canada Free Trade Agreement and U.S.—
Mexican Understanding are other examples.

Many of my friends in the Asia-Pacific region
are concerned that the economic integration of
Europe and the melding of North America could
lead to more self-sufficient and inward-looking
economic entities, which prefer to trade and invest
among themselves rather than with the rest of the
world. Within the framework of such regionalism,
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the industrialized countries would negotiate among
themselves and the interests of the majority of the
developing countries would become less relevant.
When pressures for protectionism become strong,
developing countries with less means to protect
themselves usually suffer more. It is for this reason
that Asia-Pacific countries resist protectionism and
advocate a liberal trade system on a global scale.

Unless continued efforts are made to the con-
trary, the trend toward regionalism will probably be
more pervasive all over the world. Already in Asia,
ASEAN-—the Association of Southeast Asian
Nations—was established 21 years ago, and three
years ago SAARC—the South Asian Association
for Regional Cooperation—was formed. But these
are far from economic integration. In fact, member
countries of these associations enjoy greater bene-
fits from economic interchange with countries out-
side their associations. Economic integration is a
result of, as well as condition for, development. As
international transactions become more widespread
and as competition from the outside becomes more
intense, Asian countries may feel like considering
some form of new economic alliance within Asia.
Some politicians and academicians, in fact, have
suggested an OECD for Asia. Efficiency gains
from integration could have a significant impact on
the Asian economy, boosting trade and investment
opportunities inside the region as well as outside of
it. Regional agreements, however, should conform
to and support an open multilateral system if larger
benefits are to be sought.

In this sense, in the Asia-Pacific region where
more mature economies have been developing
around Japan, it would be more desirable to
encourage this spontaneous development rather
than to establish some form of exclusive economic
bloc. Promotion of economic liberalization and an
outward-looking trade policy both within the region
and with the rest of the world should be encour-
aged. Japan traditionally has had complementary




trade relations with the United States, Canada and
Australia, which are situated on other sides of the
Pacific Ocean. The NIEs traditionally depend on
the American market for exports. These relations
will be subsumed in an enlarged market around
the ocean.

Japan has been the largest exporter of goods
and services to the NIEs and quasi-NIEs and the
second-largest importer next to the United States
from these countries. In spite of increasing protec-
tionism, the United States has been the most open
market and has absorbed the largest amount of
goods from Asian countries. Considering the large
U.S. trade deficit that must be reduced, Japan’s
offer of a larger market for other Asian countries
would be a welcome development. This will facili-
tate the integration of many national economies in
the region.

In 1980, I established an Asian-Pacific Bankers’
Club that encompassed about 30 prestigious com-
mercial banks in Asian countries bordering the
Pacific Ocean. The number of member banks
increased to 51 in 1989, and the club is becoming
an important private organization in the region,
taking up banking and financial matters. This is a
good exampie of voluntary regional cooperation.
Last March, the ADB hosted a meeting of the four
NIEs plus two quasi-NIEs, Malaysia and Thailand.
Representatives from government, academia and
business from each of the six countries met to dis-
cuss a wide range of topics including trade, invest-
ment and finance. They very much appreciated our
initiative and felt this forum arranged by the ADB
was better than a rigid organization to discuss and
decide on Asia-Pacific affairs. They all opposed
setting up a regional trade bloc and supported the
Uruguay Round to discuss trade matters on a glob-
al basis. But they invariably favored regional coop-
eration.

I am confident that the Asian countries can and
will follow this path. I was fortunate in having been
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directly involved in the internationalization of the
Japanese economy. In the 1960s, I was responsible,
as a staff member of the International Monetary
Fund (IMF), for Japan’s move to Article Eight sta-
tus of the IMF, which means that Japan liberalized
its foreign exchange control on current transac-
tions. This was a result of Japan’s economic growth,
but such liberalization enabled its further growth.
In the 1970s, I was responsible, as a Ministry of
Finance (MOF) official, for the internationalization
of the Tokyo financial market and of the yen.
There was some apprehension at that time, but
today nobody doubts the necessity and inevitability
of such measures. Now in the 1980s, as president
of the ADB, I am pleased to note that what was
true of Japan is also proving to be true for the
NIEs and quasi-NIEs.

“Japan’s role is to restructure its economy
to accommodate Asian industrialization,
and to open up its society and culture.”

The dawn of the Asia-Pacific era is blessed with
peace and prosperity. As everyone knows, peace is
the most necessary condition for sound economic
development. From this point of view, recent devel-
opments on disarmament initiated by the two
superpowers, the Soviet Union and the United
States, are encouraging and most appreciated. I
most welcome the statement made by President
Bush two weeks ago to improve relations with
the Soviet Union and bring that country into the
international community by broadening reforms.
Obviously, defense expenditures could then be
reduced in all countries and diverted to economic
and welfare expenditures. Improved dialogue
between the Soviet Union and China, culminating
in their summit meeting 10 days ago, is another
welcome development. The political climates in
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Indochina and the Korean peninsula are improving.
These are having a favorable impact on neighbor-
ing countries.

I have observed that many Asian countries,
including socialist countries, are- now less obsessed
with political ideologies in formulating economic
policies. Increasingly, the limifations of government
intervention are being appreciated and economic
efficiency is taking precedence over political ide-
ology in policy-making. Peace makes this change
possible. Many Asian developing countries, includ-
ing socialist countries, are eager to raise the living
standards of their people. To achieve this they are
taking steps to move to a more liberal economic
environment and relying on market forces in the
determination of prices and investment decisions.
China’s liberalization policy, introduced- 10 years
ago, and the Soviet Union’s new open policy also
point to the same direction. I suppose they changed
their policies after careful examination of their own
experiences and the experiences of others.

I would now like to consider the role of Japan
in the coming Asia-Pacific era. With its large cur-
rent account surpluses, Japan announced two years
ago a S30 billion recycling plan to help the devel-
oping countries. The plan aims to divert to devel-
oping countries a part of Japan’s trade surpluses
that otherwise would have gone to bonds and
notes in the United States and other developed
countries according to market forces. Japan also
proposes to provide S50 billion in official develop-
ment assistance over the next five years. Asia is
one of the major beneficiaries of these recycling
efforts.

Japan’s recycling plan was announced at a time
when many Asian countries began to industrialize
in a more market-oriented environment. So far,
Japan’s recycling plan appears to be successful.
Fund recycling alone, however, is not enough for
sound economic growth in the Asia-Pacific region.
I have three additional suggestions.
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First, for the productive and effective use of
external resources, human resource development is
most essential. As is widely known, human
resources were the most important factor in
Japan’s economic development after the Meiji
Restoration. Similarly, the remarkable economic
growth of the NIEs has also been largely due to
the high quality and discipline of their labor. Japan,
in the Meiji period, invited many engineers and
teachers from abroad and sent many students to
study in Europe and America to speed up modern-
ization. These students returned home and contrib-
uted to Japan’s modernization. This is one area
where Japan can do more for others today.

Second, if fund recycling is to continue to be
successful, Japan should make its market more
open to the products of Asian countries, because
the eventual aim of fund recycling is to help indus-
trialize Asian economies, and most of the funds
provided under this scheme take the form of loans
that have to be repaid. In the structural trans-
formation of the Asian countries, the importance
of the manufacturing sector will increase as they
industrialize. While this will increase potential
areas for investment of Japanese funds, export
markets will be vital to the Asian countries if the
recycling of funds is to alleviate, rather than
aggravate, their external debt.

I know some Japanese say that their market is
quite open. While this may be so from legal and
institutional points of view, their trade partners are
not necessarily satisfied as to its practice. If quality
and price are competitive, I urge the Japanese
to buy more products from abroad, including the
Asian developing countries. Japan needs to provide
leadership to its neighbors by further inter-
nationalizing its market. This will increase the
exports of the NIEs and quasi-NIEs and will enable
them to open their markets to other countries. The
potential for a horizontal and vertical division of
labor is enormous, as Asian countries become
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industrialized toward the beginning of the next
century. And, the success of fund recycling should
reduce the need of such fund recycling in the future.

In internationalizing its market, I am a little con-
cerned about consumers’ attitudes in Japan. For
instance, I live in Manila and drink San Miguel
beer every day, which is quite tasty. It costs ¥20
per bottle at today’s exchange rate. In Japan, the
same volume of beer costs ¥100 at a shop. One
day, I complained to my sons who live in Japan.
But they said the price of beer in Japan is reason-
able when compared with other items. It is true
other items are also expensive in Japan. For
instance, a pair of socks of comparable quality
costs ¥200 in Manila and ¥800 in Japan. And con-
sumers are used to this as a fact of life. I know
from my experience in domestic investment and
finance in the 1950s, as a MOF official, that the
Japanese government placed priority on produc-
tion and producers rather than on consumption
and consumers when it was hastening postwar
economic reconstruction. Can’t consumers have a
stronger voice? Perhaps consumers’ attitudes
should be internationalized before their voices are
heard.

Third, in addition to the market opening of
Japan, 1 urge Japan to open its society. Foreigners
often find Japan a difficult society in which to live,
study and work. To make a financial contribution
is a good thing, and to open up the Japanese mar-
ket is also most welcome. But, it will be more noble
if these acts are based on the philosophy that
Japanese should live in harmony with others in a
global community and that Japanese society should
be open to all foreigners without discrimination.
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Mature economic relations must be based on wider
political and social values. While an understanding
and appreciation of foreign values and culture by
Japan is a prerequisite in its role as a major econ-
omy, it is equally important to open its society and
culture to other countries so that they can under-
stand and appreciate Japanese culture and values.

Asian countries interacting with Japan will influ-
ence world economic events. Japan has an impor-
tant role to play in promoting cooperation within
Asia and in furthering the region’s interests. I have
so far focused on the NIEs and quasi-NIEs. I do
not want to end my speech by leaving you with an
impression that I have ignored other countries.
There are other countries in the region, developed
and developing, and there are countries outside the
region that are keen to partake of Asian prosperity
with us.

As former U.S. Ambassador Michael Mansfield
once said, they are countries who will one day live
along the shores of the vast Pacific as neighbors
around a small lake. Rather, our medium-term
objective in these efforts would be to prevent more
protectionism than is prevailing now in the Ameri-
can and European markets and to open the Japa-
nese and Asian markets to achieve a higher
economic growth in the world where Asia can also
prosper. In the long run, the essential to the Asia-
Pacific era is to maintain a free and multilateral
trade regime. Japan’s role is to restructure its econ-
omy to accommodate Asian industrialization, and
to open up its society and culture. Then we can
live in harmony around the same lake as peaceful
neighbors enjoying a civilized and bountiful life. ~ [J
(The title of this speech was provided by the editor.)
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U.S.—Japan Cooperation for Results
Sharing Responsibility to Solve Major World Issues

Toshiki Kaifu

Prime Minister of Japan

Delivered before the National Press Club, Washington, D.C., September 1, 1989.

tunity to speak before the National Press Club.

Today, I would like to share with you some of
my thoughts on U.S.—Japan relations and Japan’s
role in international society.

Let me first say a few things about my political
and personal beliefs and about what I intend to
achieve as prime minister. I am the first Japanese
prime minister to be born during the reign of the
late Emperor Showa. I feel both pride and a sense
of responsibility in representing this younger gener-
ation of Japanese.

I belong to a generation that has never gone to
the battlefield; that is not to say, however, that it
has not known war. We were born immediately
after the Great Depression and we spent the
impressionable period of our adolescence during
World War II. We experienced firsthand the post-
war period of hunger and social turmoil.

I know, therefore, how precious peace is; I feel
keenly the importance of freedom and I have
always longed for an affluent society, both spiritu-
ally and materially. Now, as one who bears the po-
litical responsibility to lead Japan, and as a
representative of my generation, I must stress the
importance of these values to a still younger gener-
ation that has enjoyed peace, freedom and afflu-
ence throughout their lives. And I must pass these
values on to that generation, which must shoulder
the responsibility for the 21st century. The United
States has been a significant influence on the pro-
cess by which I have developed these convictions.

Three months ago, Japan lost one of our
important popular singers, Hibari Misora, a recip-
ient of the People’s Honor Award and a person
who symbolized the postwar era. Her name means
“the lark that trills in the beautiful sky,” which is a
name filled with hope. One of her songs, “Tokyo
Kid,” was very popular in 1950 and has a line that
goes, “With a dream in my right pocket and some
chewing gum in my left.” For the hungry children

IT is a great honor for me to have this oppor-
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of that time, living in the postwar ruins, gum was a
magical food that you could chew endlessly and it
wouldn’t disappear. This magical food, as well as
that unbelievably delicious sweet—chocolate—and
other candies, came from the same GIs who had
just been engaged in struggle with the Japanese
military. Japanese children saw the United States,
the country of these men, as a land of hope and
dreams.

This was true not only for the children, but also
for the overwhelming majority of Japanese who
had lived with severe restrictions on their liberty
and human rights under the strict control and dis-
cipline of militarism. To these people, America was
a nation that had innumerable qualities lacking in
Japan, which Japan had to learn and adopt. It was
with that same feeling of expectation that, as a
young politician, I first set foot on U.S. soil 27
years ago, at the invitation of the U.S. Department
of State.

The thing that first surprised me when I came to
America was its overwhelming size. I was amazed
by the immensity of one New York hotel, which
boasted 1,800 rooms. I can remember thinking to
myself that it would take five years if I stayed one
night in each of the hotel’s rooms. And, in order to
see the entire expanse of one farm in Texas, I had
to use an airplane. After these surprises, I was left
with the strong impression that wherever I went,
this huge country was bright, affluent and above
all, overflowing with great idealism for the future.
Through this first encounter with the United
States, I learned that the strength of American
society is rooted in its freedom and democracy.

In the more than 40 years of the postwar period,
Japan has also continued its nation-building with
freedom and democracy as its fundamental values.
Throughout this process, however, there have been
occasions when various events have led to a near
loss of the people’s trust in Japanese politics. Hav-
ing been elected prime minister after the Japanese
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people’s severe censure in the recent elections for
the House of Councillors, I am especially deter-
mined to devote all my powers to restoring the
people’s faith in the political process, without
which a democracy cannot remain sound. Without
the faith of the people, a nation is no stronger than
a house of cards.

In today’s Japan, this calls for efforts to promote
more equitable politics backed by higher ethical
standards. More specifically, the important tasks of
my cabinet include: political reform to ensure clean
politics; tax reform to create a system with a greater
sense of equity that will provide the long-term
financial foundation the Japanese nation needs;
real estate reform to prevent the gaps between the
rich and poor from growing; and reforms designed
to raise the quality of life from the consumer’s
perspective.

“...the United States is the ally that
provides critically important support
for Japan’s national security.”

With these political convictions, I think that a
friendly cooperative relationship between the
United States and Japan is the most natural rela-
tionship and, moreover, is one that is of utmost
importance. Let me now discuss my basic percep-
tions regarding U.S.—Japan relations.

First and foremost, the United States is the ally
that provides critically important support for Japan’s
national security. Recovering from the great mistake
of World War II, Japan adopted its peaceful consti-
tution and thereby made a choice as a nation never
again to become a military power. The Japanese
are proud of this way of life and intend to maintain
this policy steadfastly into the future.

On the other hand, we face the stark reality that
world peace and stability are sustained by a
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balance of power and by deterrence. In this situa-
tion, Japan has chosen to secure its survival as a
nation through an alliance with the United States,
with which it shares the values of freedom and
democracy. Japan has nourished these fundamental
values throughout the postwar period, after making
untold sacrifices through the sufferings of war. The
more than 40 years of history since the war has
proven that this has been the right choice for both
Japan and the United States. I believe that here lies
the very foundation of the U.S.—Japan cooperative
relationship.

However, the U.S.—Japan security arrangement
does not guarantee only Japan’s security—it is a
major pillar of the security of the East Asia—
western Pacific region as a whole. Today, there are
major changes occurring in the postwar interna-
tional political structure. To assure peace in this
milieu, especially in East Asia and the western
Pacific region, it is even more important that the
framework of regional stability developed thus far
continues to be maintained. For the peace and
security of Japan and the Asia-Pacific region,
Japan intends both to develop its own moderate
defense capability and to continue its efforts to
ensure the effective operation of the U.S.—Japan
security arrangements.

I would now like to turn to economic matters.
Today, Japan and the United States are indispens-
able to one another. Japan benefits from America’s
progress, and vice versa. In this sense, our interde-
pendence has made, to borrow your expression, a
“positive sum” relationship a real possibility.
However, whether or not this relationship will actu-
ally be realized depends on how the two countries
handle this situation.

Through direct investment, the expansion of the
Japanese economy has generated a considerable
number of jobs around the world. In the United
States, Japanese companies have created over
200,000 employment opportunities. Through
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business management and technological innov-
ations, Japanese companies in the United States
are steadily increasing the percentage of parts they
procure locally, and this has a multiplier effect on
the U.S. economy. Furthermore, these companies
help to improve the U.S. trade balance by export-
ing their products to world markets, including
Japan. Capital flows are also part of the picture.
Japanese overseas investment contributes to the
smooth functioning of the U.S. economy by supple-
menting U.S. domestic savings.

Further significant changes are taking place in
the area of technology. The balance of technology
transfers—which until recently generated criticism
that Japan was unilaterally reaping the benefits of
bilateral technological cooperation—is being
brought into greater equilibrium thanks to efforts
on both sides of the Pacific. I am pleased to learn
that transfers of Japanese industrial technology
contribute to the productivity of American firms.

On the other hand, as this interdependence
between Japan and the United States grows, it is
inevitable that frictions will arise as well. It is
essential to attack the problems in such cases one
by one, through continued bilateral cooperation
rather than conflict. In fact, Japan and the United
States have jointly addressed many issues with pos-
itive results.

But not all the problems have been resolved. The
large trade imbalance between our two countries
remains and this is a major issue that must be rem-
edied by the efforts of both Japan and the United
States. Japan is determined to implement the
necessary policies actively and without retreating.
We will continue to strive to implement structural
reforms, increase domestic demand and expand
imports. We implement these reforms because they
are also in our own interests. At the same time, the
United States needs to step up its efforts to
improve its industrial competitiveness, shrink its
budget deficit and further stabilize exchange rates.
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I hasten to point out that all our significant
problems should be resolved by cooperation and
joint endeavors. We should be aware that not only
will approaches such as “Super 301” not resolve
these problems, but when viewed from the larger
perspective of the total relationship, they could
have a negative impact on its healthy development.
I also hope that the U.S.—Japan Structural Impedi-
ment Initiative, due to begin soon, will produce
significant results based on the same spirit of coop-
eration and joint endeavor. In addition, the suc-
cessful completion of the Uruguay Round and the
maintenance and strengthening of the multilateral
free trade system are important to further facilitate
the U.S.—Japan economic relationship.

“...the U.S.-Japan security arrangement
does not guarantee only Japan’s security—

it is a major pillar of the security of the

East Asia—-western Pacific region as a whole.”

Japan and the United States share the basic
values of freedom and democracy; they also share
a major responsibility in international society as
coproducers of almost 40 percent of the world’s
combined gross national product. In making a con-
tribution to the world, Japan is now actively pro-
moting its concept of international cooperation
based on three elements: cooperation for peace,
expansion of official development assistance and
international cultural exchange. The importance of
Japan and the United States in the world demands
that our countries further strengthen their coopera-
tive relationship.

I admire President Bush for discerning that the
1990s are the time to transcend containment and
to integrate the Soviet Union into the international
community. Democracy has shown its superiority
as a political system around the world; witness the
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political reform movement in the Soviet Union
and Eastern Europe, especially the birth of the
Mazowiecki cabinet under Solidarity’s leadership in
Poland. Open economic systems have proven their
effectiveness in many developing countries and
now, even in the Soviet Union, perestroika is
addressing the revitalization of that economy.

“...Japan and the United States are
indispensable to one another. Japan
benefits from America’s progress,
and vice versa. In this sense our
interdependence has made, to borrow
your expression, a ‘positive sum’. ..”

It remains a fact, however, that there are still
many problems with regard to both democracy and
the international economic system. For instance,
international terrorism threatens human life, free-
dom and dignity. Drugs are no less of a threat.
Conflicts persist in the Middle East, Central Amer-
ica and Cambodia. Positive efforts to alleviate the
cumulative debt burdens of developing nations are
necessary to uphold and strengthen the stability of
the international economic order.

Also, the multilateral trading system, based on
the General Agreement on Tariffs and Trade, is
exposed to the siren songs of protectionism and
parochial regionalism. It is crucial that the United
States and Japan expand their constructive cooper-
ation in all these areas, and for its part, Japan
intends to take an active hand in addressing these
problems. For example, take the problem of the
cumulative debt burden of developing nations.
Japan is already making positive contributions to-
ward applying a new debt strategy to Mexico. Its
smooth implementation will be facilitated through
the extension of new credit to Mexico by the
Export-Import Bank of Japan.
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Equal in importance to these political and eco-
nomic problems, our world now faces a new and
yet more perplexing quandary: environmental
change. Destruction of the ozone layer by
chlorofluorocarbons, rapid devastation of tropical
rain forests, destruction of forests by acid rain and
global warming are among the changes that are
exposing our marvelous terrestrial habitat to seri-
ous peril. Many observers have pointed out the
increasingly borderless nature of the global econ-
omy. Air and water, however, also transcend
national boundaries and have been common assets
to all living creatures on earth from the very
beginning. Preservation of the environment is, by
nature, a global issue. It obviously cannot be
resolved overnight. Pressures on the global envi-
ronment arise in conjunct with human activities;
therefore, any attempt to resolve the global envi-
ronmental issue cannot be considered indepen-
dently of its impact on our lives.

However, mankind has wisdom. I believe it is
possible to develop new technology that will enable
us to preserve the global environment without
impeding the development of the world economy.
Japan has devoted major efforts to develop new
technologies and measures for the protection of its
own environment, such as those involved in the
regulation of automobile exhaust fumes. I wish to
express the commitment of Japan here, that it will
make complete use of all technological develop-
ments achieved to date and will endeavor to utilize
them in our research and development to address
wider problems that threaten the global environ-
ment. We would like to share the results of our
research and development with the rest of the
world, including developing nations, and will
incorporate the results of other nations’ research
efforts into our own environmental protection
measures.

Given this perception of today’s world, Japan
and the United States ought to jointly assume a
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greater political and economic role to steady and
direct the course of history in the desired direction,
and to confront the difficult problems ahead of us.
I hope that we will further develop cooperation
between our two nations along these lines, that is,
by way of a “global-scale partnership.” I think spe-
cial consideration should be paid to international
cooperation for the preservation of the global envi-
ronment because of its urgency.

The scope of coordination and joint endeavors
that stretches before us is indeed broad. I am
determined to have Japan make its contribution to
international society in ways befitting Japan,
through coordination and joint endeavors.

I believe my mission as a politician is to create a
broader perspective on the future in the eyes of all.
It is important for Japan to further its relationship
with the United States, which is the cornerstone of
our foreign policy, and to continue to discharge
our responsibilities in the international community.
I am determined to do everything in my power to
achieve these goals.

I believe that the goal of our society is to guar-
antee that each individual is able to pursue happi-
ness through the full utilization of his individual
abilities. Peace, freedom and material comfort are
prerequisites for achieving this goal. Today, both in
Japan and in the United States, these three condi-
tions are basically met. But they are not found in
nature, like air. They were achieved through the
efforts and sacrifices of many people in the past and
they must continue to be defended and nurtured for
the future. We must teach this well to our children.
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Peace, freedom and material comfort are neces-
sary conditions, but by no means are they suffi-
cient for the pursuit of happiness. Education plays
an extremely important role in allowing people to
fully develop their human potential. In addition,
stronger efforts to protect the environment and to
preserve the beauty of nature and clean water are
becoming ever more essential to provide something
often lost in the shadow of quantitative affluence:
qualitative well-being. Moreover, the more peoples’
lives become materially plentiful, the greater is the
need for a more equitable society.

The society I would like to build as we stand on
the threshold of the 21st century is a more equi-
table and humane society, supported by people
with a sense of responsibility for and an awareness
of peace, freedom and material comfort. I am con-
fident that Japan’s maturation into this type of
society will be a major contribution in itself to
international society.

While Japan and the United States share the
basic values of liberty and democracy, we also have
a wide range of concrete tasks and problems in
common to be addressed, including problems
related to education and the environment, in order
to realize the goal of a better society.

I am certain that we can overcome these
problems and fulfill these tasks if we strive to
understand each other better, join forces and think
and act together. I believe that such efforts will
expand and solidify the U.S.—Japan relationship
even further. d
(The title of this speech was provided by the editor.)
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business—both commercial and political. Although I

cannot claim the in-depth knowledge of the current
Japanese political world or daily life that you possess, my
experience has led to a circle of friends here with whom I
correspond and from whom I receive periodic updates about
various economic and political issues. On the other side of
the Pacific, this relationship with Japan has led to my being
called on by friends and colleagues in the United States for
explanations, and often defense, of Japan'’s trade and economic
policies.

Not long ago, during one of those outbursts of mutual
“bashing” that, unfortunately, have characterized the U.S.-
Japan relationship of late,  witnessed a conversation between
an internationally minded, pro-U.S. Japanese acquaintance
and an American politician who generally has a reputation
for thoughtfulness.

This Japanese gentleman has spent a lifetime building
bridges of understanding between Japan and the Occident.
His internationalist background made his agitation all the
more emphatic.

“Ino longer understand America,” he lamented. “When
Japan was rebuilding after the war, the U.S. acted like an onisan,
an elder brother. We had disagreements, of course, but even
those were like a family quarrel: Even amid the troubles, there
was affection and respect between us.

“Today, the disagreements linger, but the affection and
respect seem gone.” ‘

Pressed for examples, his reply tumbled out: “U.S. officials
come to Japan and act like bill collectors demanding this and
that with no sensitivity to our customs, our political or
economic needs,” he said.

“The U.S. sends too many mixed signals. First it’s ‘Be more
assertive in international affairs’, but not too assertive. Then
it's ‘Invest in the U.S. one day and ‘The Japanese are buying
up America’ the next.

“Politicians use Japan as a whipping boy for every problem
in the United States; they act as if we're the enemy. And the
media are worse: If the U.S. media depicted any other group
with the same stereotypes employed for fapanese—you know,

I Yor nearly 15 years, I have been visiting Japan on



the devious, heartless economic animals—there would be a
storm of protest. But, label Japan with hurtful racial sterotypes
and everyone nods.”

The usually calm American politican took umbrage at
these assertions. He replied with an equally long litany of
“high crimes and misdemeanors” that all too many in the U.S.
attribute to Japan: dumping, predatory market practices,
insensitivity to minority greups, and a latent disdain for
everything not Japanese, in general, and for the United States,
in particular.

As the discussion became heated, both consciously pulled
back. They were doing on a personal level exactly what our
two countries seem often to be doing on a political level:
Talking at each other and not fo each other.

For the remainder of the conversation, each concentrated
on talking fo the other. They ended the meeting with their
friendship intact and with an improved understanding of the
U.S.-Japan relationship.

Thinking about that encounter and following the con-
tinuing drama (and the occasional soap opera) of the bilateral
relationship led me to several conclusions. I would like to share
those with you here today.

Some of my conclusions seem more than a little obvious.
Yet, as much as they may seem obvious to us in these sur-
roundings, too many people who have a great deal of influence
over the U.S.-Japan relationship seem not to see this particular
forest for the trees.

First, we must stop looking at each other through a rear
view mirror. The nature of the U.S.-Japan relationship must
be understood and defined in light of the realities of the 1990s.
As they say in Hollywood, we need to all get on the same page
of the script. The relationship is a dynamic one; change is the
constant, but the relationship between our two nations must
be redefined in a mutually acceptable manner to take into
account the change we have experienced in the last 40 years,
then further refined to anticipate the needs of a new decade
and a new century.

" Once we've defined the relationship, we must come to
know each other better. I am not talking about more
knowledge, as such; the base of knowledge exists. Rather we

=i bORES Feo SE VL o W oSy G SR



must strive to understand the many facts we know about each
other. We need, especially, to master the art of talking to each
other. The first step in this process, I believe, is to take the risk
of really getting to know one another.

Third, because it is inevitable that we will disagree on
occasion, we must learn how to do so in a manner that will
not call into question the continuance of the relationship. We
must learn to disagree without being disagreeable.

Let’s take a closer look at at these three “musts” and why
they are so important for both the U.S. and Japan.

Issues aside, I would estimate that about 90 per cent of
the anger connected with the economic frictions between the
U.S. and Japan is centered on a sense of betrayal based on a
mutual misunderstanding of the modern nature of the
relationship between our two countries.

With the relationship between the U.S. and Japan evolving
so rapidly over the past half century, it is hardly surprising
that some people—even some powerful people—in both
countries see the relationship as it was rather than as it is.
During thelast 50 years, our nations have regarded each other
with wariness and suspicion that led to hostilities. During the
hostilities, propaganda on both sides planted bitter seeds
which, unfortunately, continue to bloom in the darker corners
of our national psyches. After the war, the “conqueror/
vanquished” status evolved to an elder brother/younger
brother relationship. The American onisan, for reasons both
altruistic and selfish, protected the ofoto from international
bullies. In return for this helping hand in Japan’s development
the U.S., at times, demanded in return gestures of political
loyalty. It was a fine, tidy relationship.

Then, the “younger brother” grew up. Japan became ichi
nin mae,* ready to move metaphysically from the older brother’s
“house” to a position of political parity and economic
interdependence.

The transition is by no means complete. The older brother
has mixed feelings about the transition and there is a tempta-
tion for the younger brother to long for the “good old days”
of secure dependence.

*Adult; ready to play a full role.



Today, some Americans seem nostalgic for the Japan that
never said, “no.” Some Japanese find saying, “no” to the United
States so heady that they say, “no” even when self-interest
dictates a “yes.”

There is another side to this particular coin: Like a parent
or brother, the United States needs to hold Japan to a standard
just a little higher than its standard for those not so closely
related. Disappointment turns to anger when Japan fails to
meet that higher standard.

Many Japanese believe that in international relations as
in the family, once an onisan always an onisan. For them it is
more than a little frustrating when the United States treats
Japan like an adversary or stranger, when the U.S. employs
tannin gyo* That of course flows both ways: Many Americans
take great offense when Japan goes its own way (for example,
to improve ties with oil producing nations in order to insure
its flow of petroleum).

Many politicans work hard to define and improve the
bilateral relationship. For too many in the Diet and Congress,
however, the temptation to pander to the self-interests and
anxieties of narrow constituent groups for short-term political
gain is too strong to resist.

So, American automobiles are sledgehammered by
Japanese farmers and Toshiba products are crushed on the
steps of the U.S. Capitol. Serious leaders on both sides of the
Pacific decry such activities as meaningless exercises con-
ducted for the benefit of the television cameras. Yet, those in
leadership positions being, by definition, successful
politicans, also understand that those who indulge in such
silly symbolism represent the visible tip of an iceberg of
national anxiety.

Observers of Japan often comment on the Japanese
character trait which seeks “tidy”, easily labeled, well-defined
relationships. The exchange of name cards, they point out,
is less to obtain a name and phone number for the Rolodex
file than to garner data on relative age, rank and status so the
perimeters of a potential relationship can be set before that
relationship begins.

*Manners reserved for dealing with strangers.
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While this desire for “tidy” relationships may not manifest

4itself in a social or business context in the U.S., the thirst for

easily defined relationships arises more and more in the
context of international relations. In America, as frightening
as the cold war may have been, life held less anxiety for many
non-political citizens than today’s less rigidly labeled world.
There were enemeies: the monolithic Evil Empire directed
from Moscow. There were friends: Japan and Western Europe.
We helped them and they pretty much did our bidding.
Allowances could be made for “the enemies-of-one’s-
enemies”, but, on the whole, it was a “them-versus-us” world.

AsThave said, that world, despite its perils, was not totally
uncomfortable for the Japanese.

Then the tidy relationships were swept away. The world
and its relationship began to change. The era of floating

- currency exchange rates and floating relationships began. The

old rules went out the window. Both U.S. and Japanese leaders
say that a “special relationship” exists between the two nations.
They know it exists; they just don’t know what it is.

So, as a modest first step toward resolving what nearly
everyone calls “trade tensions”, but what I suggest are actually
relationship tensions, the United States and Japan must set
out to define and refine a new relationship that will carry both
nations into a new century.

The basis for that relationship is firmly in place. Despite
the era of mutual recriminations, according to pollsters, the
U.S. retains its role as Number One in popularity among
Japanese citizens. In the United States, a recent Business Week
poll, while revealing concern about the trade imbalance,
showed that nearly 75 per cent of Americans admire Japan
as a nation. Even more think well of Japan’s economic success
and 80 per cent of those polled admire the Japanese people.

Still, in order to redefine and refine U.S.-Japan relations
for the future, a lot of excess baggage must be jettisoned on
both sides of the Pacific.

The U.S. will have to come to terms with being not the
world’s preeminent leader, but, instead the first among equals
most of the time and just one of the guys some of the time.

Japan, as difficult as it may be, must come to terms with
its new economic and political strengths. Japan must



acknowledge the responsibilities that accrue to an economic
superpower. This will include, but not be limited to greater f
environmental concern in Japan and for its Third World J
suppliers. It will also include a more assertive voice on
international security issues. And it must also include an
injection of moral force into a foreign policy that, seemingly,
has been driven by a thirst for resources. Having learned to
say, “no” to its friends, Japan must now learn to say, “no” to
the enemies of world order and stability.

The U.S. must purge itself of the “Yellow Peril” mentality
that too often colors American views of Japan and the rest of
Asia. If foreign investment in the United States is a real |
concern, let us hear more about the British and Dutch (who
own substantially more of the small portion of American
assets that are in foreign hands than do the Japanese). And,
let us hear less about Tokyo-directed “economic invasions”.
With the same vigor as we censure racist sterotypes about ‘
other groups, let us censure the ugly flow of anti-Japanese
nonsense too many from Hollywood to the halls of Congress
blurt out with impunity. If it is not enough to say such racist
attitudes are wrong (and it should be), we Americans
should also remember that they are listening on the other side
of the Pacific.

Japan has some work to do in the same area. Japan is a
civilized and hardworking nation, but it is not the world’s only ‘
civilized and hardworking nation. It has always seemed odd |
to me that Japanese who take the most righteous umbrage at |
the racism and nationalism of others, are the least likely to
acknowledge that Japanese attitudes toward women, other
Asians, blacks and non-Japanese in general are cut from the
same threadbare cloth. The Japanese, having been isolated
by geography, by military might and, until recently, by
language must finally realize that with economic superpower
status comes the spotlight of international attention. Not only
are we listening on the other side of the Pacific, but, finally,
we understand what you are saying!

Before the electronic era, U.S. politicans seeking national
office could tell different—even conflicting—stories to voters *
in various areas of the country. And, not too long ago U.S. |
and Japanese officials could wear one face for domestic
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consumption and another for international distribution. But
no more. The sooner Japanese politicans understand that off-
the-cuff, derogatory comments about U.S. groups will hit the
evening news in Tokyo and the morning news in New York
at about the same time, the better. And, the sooner the
Japanese public’s censure makes it clear that such comments
are politically unwise, the sooner the comments will stop.

American politicians can no longer talk about an
“economic Pearl Harbor” in Topeka and promote cooperation
in Tokyo. (And, it is more than a little unseemly to promote
construction of Japanese plants, say, in Indiana, then decry
the “selling of the American birthright to Japan” in
Washington. If Japanese investment is so dangerous to the U.S.
future, why do all but a handful of U.S. governors maintain
Tokyo offices to court Japanese investment in their states?)

Japanese officials, too, should think twice about refusing
to act against domestic restraints of trade on free market
grounds one day, then huddle with industrial leaders the next
day to promote pro-Japan marketing strategies. By the same
token, American officials seem a bit foolish demanding
unlimited access to Japanese markets while promoting
“voluntary” marketing agreements that are really compulsory
restrictions on access to U.S. markets.

Once the baggage is gone, both in and out of government,
let us begin the defining process. Exactly what the relation-
ship will be, no one can say. We do know it will be based on
mutual respect, on acknowledgement of interdependence and
on the knowledge that, regardless of the route taken, the final
destination is a shared one.

Perhaps former President Ronald Reagan was prescient
when he foresaw a startling future for the United States and
Japan. He sees the sweeping away of all barriers between our
two nations culminating in a free trade agreement under
which goods and services would flow without tariff or other
restrictions from one to the other.

Before this can take place on the political and economic
level, there must be change—significant change—in the way
we communicate with each other. The first step in this process
is abetter real understanding of the United States in Japan and
of Japan in the United States.



Some may say that Americans know more of Japan than
ever before. Japanese, certainly know more of America and
the world than they did 50, 30 or even 10 years ago. Knowledge,
however, is only the first step in understanding. While our
knowledge has increased dramatically, I fear the processing
of that knowledge has lagged behind.

Parenthetically, let me propose the theory that the postwar
U.S.-Japan relationship is much like a marriage. At first, we
did not know each other very well, but were mutually
attracted. That was the infatuation stage. As we learned more
of each other, we found alot to like, but some things that were
not very attractive about the other. And, oddly enough, some
of the things we did not like at this stage were elements of the
initial infatuation. That was like the early days of a marriage
when the bloom wears off. The commitment remains and both
parties must work hard to make the marriage work. (To
continue the analogy, the current era of bickering between
America and Japan is akin to the your-family-is-lazy, or your-
family-is-snobbish arguments that many couples experience
in the early days of a marriage.)

Now, as we go toward the point where we both realize
that this will be a strong and continuing relationship, we suffer
the other’s perceived faults not out of ignorance, but out of
commitment to the relationship’s success.

Japanese know that America is a nation of immigrants.
What they fail to understand is that we regard this as a great
strength. Not surprisingly, then, Americans take offense when
some Japanese label us a nation of “mongrels”.

Americans know that Japanese eat, by U.S. standards,
a great deal of rice. They do not understand the patriotic
and religious role that the growing of rice plays in the
Japanese psyche. We demand that the rice market be opened,
yet fail to understand the intense emotional reaction this
demand evokes.

Japanese know Americans eat, by their standards, a lot
of beef. They do not understand the American belief that
eating beef is not far removed from the right of free speech,
nor why Americans unconnected with the economics of cattle
ranching react with disproportionate anger at the exclusion
of U.S. beef from the Japanese market.
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No visit to the Press club would be complete without a
small jab at you in the media. You would be disappointed,
I suspect, if one were absent from my remarks.

But, while we are visiting the subject of beef imports, it
really should be noted that a key element of Japanese opposi-
tion to increased quotas for U.S. beef went unreported in the
Western media.

Why did normally pro-market opening politicans
suddenly begin to sound like Yukio Mishima* when the
subject of beef imports came up? Why did forward-looking
government officials recoil from long-held free trade positions
on the beef issue? Why did Japanese consumer groups oppose
the imports which could eventually lead to lower prices for
consumers?

There were many factors involved, of course, but the one
that was completely ignored was the burakumin factor. With
apologies to Japanese who share a worldwide reluctance to
launder social linens in public, I believe that a significant factor
in the periodic ferocity over this issue came from the fact that
Japan's one-time underclass remains a force in the slaughter
and distribution of Japanese meat products. It was respect for
their hard won—but now significant and potentially
confrontational—political activism that played an important
behind the scenes role on this issue.

Had this been reported and explained, it might not have
changed the final outcome, but an informed American public
might have better understood that Japanese resistance to
reform was not based on sheer stubborness, nationalism or
protectionism.

While we are discussing the role of the media in better
understanding, one other comment should be made that does
not, in all likelihood, apply to those in this room.

No one suggests that Western journalists in Japan should
live in six-tatami rooms and commute to public baths to get
the “real” flavor of Japan. Neither would I suggest that
Japanese journalists abroad reside in tenements for learning

*Yukio Mishima was a right-ist author who committed ritual suicide in the 1970s after
a futile attempt at a coup.



purposes. Still, the Japanese ghettos in many cities in the

United States (in which too many journalists and business

people reside) are helpful to neither the role of translating U.S.

events for the Japanese public nor to Japan’s image in the '
United States. And, in the media on both sides of the Pacific,
there are still far too many of the three-day fly-in fly-out
“survey” visits by journalists. These people speak to a taxi
driver, a politician and a housewife, see a city, then write an
“in-depth” story.

In Japan, the basic samurai-sakura-shinkansen story gets a
high-food-prices or resurgence-of-nationalism twist, and the
trip is over.

In America, reporters discover to their amazement that
there is crime, crack cocaine and a melting pot. Add an inter-
view with aloud, but powerless legislator who wants a trade
embargo on Japan and catch the 10:30 flight tc Tokyo or save
a couple of days for shopping in Paris on the way home.

With understanding comes the ability to allay fears that
are real to one country, but of not such great importance in
the other’s culture. If Americans better understood Japan’s
national fear that disaster and poverty are but one typhoon
away, could we not communicate our desire and ability to assist
in protecting Japan from such a calamity whether it is political, !
economic or natural?

If Japan better understood the political oppression and ’
economic deprivation from which so many of our parents,
grandparents and today’s immigrants fled before coming to
America, could Japan not better allay our fears that their
investments are part of a dark, hidden agenda?

Examples of the mountains of knowledge and the
molehills of understanding abound. There is little chance that
Americans would “become Japanese” if they understood more
about Japan. And there is also small chance that Japanese
would “become Americans” if they understood more about
America.

The goal is not sameness. As in a marriage, we soon learn
one partner can not change the other partner. Instead, partners 4
learn to understand and accept each other as they are, to
capitalize on individual strengths and compensate for
individual weaknesses. j
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Finally, once the United States and Japan have reformed
and redefined the terms of their relationship and learned more
about each other, they must master the most difficult art in
a marriage or a relationship between nations: That is to learn
to differ without endangering the relationship. We must learn
to disagree without being disagreeable.

It is inevitable that, even with a clearly defined relation-
ship and better mutual understanding, there will be
disagreements in the future. The success of the relationship
depends not on a Pollyanna-type hope that conflicts won't
occur, but rather on the ability to resolve such conflicts.

There is a tall mountain to climb on this issue, but it must
be climbed.

The problem is that Japanese tend to believe that any
disagreement is disagreeable. During feudal times in Japan,
aversion to public disagreement was so strong that both parties
bringing a dispute for adjudication were, after hearing a verdict
on the disagreement, likely to face immediate execution. Still
today, most Japanese—as all of you here know—have a real
distaste for confrontation and public disagreement. If there
is a real item of contention between two parties, Japanese are
likely to resort to the intervention of outside parties or
compromise to avoid unseemly public disputes.

On a person-to-person basis, “Yes, we have no bananas,”
is no joke; it'’s a normal grammatical construction.

Japanese believe that publicizing a good deed negates
its virtue.

- Americans (and, to alesser degree, most Europeans) find
a certain merit in contentious discussion. They believe that
wise decisions are smelted in a cauldron of contested
viewpoints.

Judeo-Christian principles provide concrete ideas of right
and wrong. From early youth, we learn that right is might and
that there is something vaguely unwholesome about
compromise. (After all, one does not make deals with the
devil.) While angry disputes are carried out in public view,
compromise settlements are made in private. Though much
of it is a function of language forms, Japanese seem to
apologize for everything even if they have done nothing
wrong. Americans are loath to apologize even when they are



in the wrong.

American is a society given to lawsuits. While it would
be disingenuous to say money plays an insignificant part in
litigation, surveys have shown that it is the principle of having
one’s self declared “right” and the other party declared
“wrong” that is a major motivator in suits.

As I said earlier, it would be unwise to expect that either
nation would become like the other in such deeply ingrained
national traits. Still, for theU.S.-Japan relationship to thrive,
each side must develop more tolerance for the foibles of the
other.

Here, too, the media can play a more helpful role: The next
time a member of the US. Congress says something
particularly outrageous about Japan, the story could read—
with allowances for your respective news styles—“Rep. Jones

- comes from a district with 33 per cent unemployment. He was

elected last year by a margin of 87 votes and is believed to have
absolutely no clout with his colleagues.”-

The same is true for Japanese who adopt extreme positions
intended to play to the media.

Japanese must learn that Americans—especially
politicians—mean less than they say; Americans must
understand that Japanese say less than they mean.

Fortunately, Americans are learning to achieve better
results by being less contentious in dealing with the Japanese.
Quick-fix solutions to complex problems are slowly being
recognized for what they are.

Often to the consternation of the very Americans who had
earlier demanded that Japanese become more straightforward
in communications, Japanese officials are becoming more
direct in stating their positions.

These changes aside, however, the real key to this issue
lies in confidence in the viability of the relationship. When
Japanese and Americans both admit that a continuing
interdependent relationship is necessary for both countries
and they express their commitment to the long-term viability
of that relationship, perhaps rhetoric can take the back seat
to substance.

A certain amount of setting our houses in order is needed
on both sides of the Pacific. Much of the volatility in today’s
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situation could be defused by a few acts of good faith.

In recent memory, every opening of a market in Japan to
aU.S. product has been like pulling teeth. The opening came
only after serious U.S. pressure. You may call it good public
relations, but isn't it time that Japan announced in a simple
and unsolicited manner that—in keeping with its free market
principles—it was opening three or five or even 10 markets
to U.S. goods? Would not the favorable notice around the world
and the proof of Japan's sincerity in market liberalization be
worth any short-term domestic political fall-out that might
follow?

On the other side of the Pacific, could not U.S. politicans
tell one or two interest groups that their products are not sell-
ing overseas because of high price or low quality, without
blaming the problem on non-tariff barriers?

Isn't it about time that administration officials and
members of the U.S. Congress speak out against the Japan-
bashing in the media and among their colleagues?

And what would the reaction be if Japanese firms
operating in the U.S. announced without outside pressure
their decision to make their factories and offices leaders in
policies and actions intended to provide fuller participation
and career advancement for women, and minority American
citizens?

For arange of large and complex problems, [ have offered
modest and basic steps toward their resolution.

Still, if the United States and Japan can cooperate to
redefine their relationship for the new decade and new
century, if we can add mutual understanding to our mutual
knowledge and if the two nations can learn to disagree without
being disagreeable, all of us will have been present at the
forging of an alliance with the potential to improve not only
the United States and Japan, but the entire world.
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