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PREFACE

In 1972,the ‘Nixon shocks had forced Japan to
adopt a major shift in her foreign policy. éut by and
large Japan has continmued very much on her original_
path of consolidating her bases in the neighbouring
countries which are ruled by a range of conservative

regimes.

Diplomacy often operates both as a mask-and as
a means of seeking out favoursble chamnels for imple-
menting policies. Japan's diplomacy is basically .~
‘Resource Diplomacy', as the country has virtually none
of the essentizl raw materials and mineral fuels needed
for rapid industrial growth. Though the country is one
of the leading industrial nationsf almost 90 per cent
of her required raw material and mineral fuels are
imported. The United States supplies to Japan around
48 pér cent of the raw materials and food stuffs.
Nearly g per cent of these requirements/%%%%ﬁoutﬁ
East asia) especially from the ASEAN countriesf This
dependence on heavy imports of raw materials has u>
conditioned Japan's foreign policy, vis-a=-vis both

Communist and non-Comrmunist govermments.,
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Japan does not have a foreign policy in the

traditional sense, What she has is an "economic foreign
\/,palicy". Her relationship with all countries of the world
is gﬁided by her seif-interest and the need to promote
her industriallbase. Inspite of whatever differences
Japan has with the United States, the latter remains her
biggest overseas trading partner and a stable market for
her export gcods, Simultaneously, the USSR and China are
also Japan's major trading partners despite the distance
Japan has to maintain owing to the Security Treaty she
had signed with the US, immediately aféer the Second

World War, . '

~In asia, South East Asia offers an exclusive market
for Japan as well as the most convenient source of getting
a substantial amount of raw materials and mineral fuels.
Japan has been actively supporting ASEAN since its
formation and in turn is helped by this regional group
through the supply of raw materials. Economic diplomacy
v 1s ogly possible when both partners are willing to trade

with each other on a continued basis.

The 1973 oil crisis forced Japan to follow an

‘omnidimensional diplomacy®'. The South East Asian waters,
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viz, Malacca Straits, is the very life line of Japan.
As much as 90 per cent of her required raw materials
and mineral fuel get transported through the above

strait. In the event this route is cut; Japan would

suffer economitc disaster,

Oon the otherhand ASEAN, a regional group basically
formed to get economic prosperity for its respective
sectors’, needs maximum capital for investments., Since
all the ASEAN countries had a colonial past, in addition
to their requirement for capital and the economic
prosperity it brings), they need national stability.

So far as their national security is concerned, their
biggest threat comes from the Indo-China regimes; What
ASEAN countries are in need today is not the sophisticated
arms to block the Communists, but to achieve national‘//
stability. This stability depends largely on their
economic and industrial progress. This fact became
e&ident during the 1975 Indo-China War, when inspite of
all the technologically advanced methods the US followed
it lost the battle.

Japan can play a crucial role in helping the ASEAN

countries realize their developmental goals. Since all



iv

the ASEAN countries are basically ruled by conservative
regimes, they naturally hesitate to come too close to
Moscow or Peking. Aas far as the US is concerned) it does
not keep ASEAN in her priority list (especially after
1975 Communist victory in Indo-China)., The field is
wide open to Japan, which hés both a base and high

stakes in the region, The intefdependence of Japan and

ASEAN countries has enormous scope to deepen.

¥ ASEAN countries offerg, an ekclusive market to
Japan. In respect of trade Japan accounts for 27 per
cent of their total exports apd29 per cent of their.
imports. And 45 per cent of Japanese private investment
and official developmental assistance goes to ASEA&
countries; making them ahead of any other Third World
region in this respect. Japan is one of their biggest
trading partners (in some places second only to US),
and it appears to be the position for the next decade
too. ‘

The years 1972 to 1977 were a watershed in

ASEAN-Japan relationship because this was the period

when some Japanese prime ministers and other national
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personalities visited ASEAN countries. The tour of the
2niglas

then Prém@e, Takeo Fukuda, in 1977 was very important
and significant for both partners.

In fufure, both Japan and ASEAN countries are likely
to contiéue to suppoft each other. That the Japanese
diplomacy will give top place to ASEAN region is already
visible. This dissértation makeé an attempt to examine
this mutuality in Japan-ASEAN relationship and study how
Japan seeks to strengthen it in pursuit of her own national
interest.

This work.could not have been accomplished without the
help from a number of people. My greatest debt is to
Dr, Satish Kumar my supervisor. There are no words to express
adequately the benefits I have received from his scholarship
and guidance, Throughout the preparation of this thesis I
have alsd greatly benefited from discussions with my friénds,
Kailash Singh and Lalit Shastri. I wish to record my appreci-
ation for their.valuable suggestions and encouragement. I am
very grateful to Mr, Thulasidharan for meticulously typing
the dissertation and Mr. V.K. Aggarwal and other staff of
the JNU Library for making available the reading material.

ullara

NAHIN SULTANA



Chapter = 1

IMPORTANCE OF ASEAN TO JAPAN



Japan-ASEAN Relations s A Historical Backdrop

Throughout the 20th century South East Asia held
an important place in the policy and strategy of the Big
Powers., It was important to the Super Powers for reasonsy

as aptly described by Max Teichmann s

Almost invariably one or other of the great
povers has become involved in the various
South East Asia conflicts of the post war
period. The reason for such an involvement
has been many and varied, The most signifi-
cant among these has been : the attempts of
certain Powers to retain and promote certain
colonial interests even after the granting of
independence; the struggle for power and
prestige waged between such states as America%
Russia, Britain, France and Chira; the general
ideological struggle and cold war rivalry
between East and West and hence the comflict
between those states seeking to support and
those seeking to oppose the emergence of
strong local-Communist movements throughout
the South East Asian region.1 .

The Big Powers have looked upon South East Asia as an
important sphere for their political? military and

1Q Teichmann Max, ed;i‘Powers and Policies s Alignments
and Realignments in the Indo~Pacific Region,
(Melbourne, 1970), p.40..




strategic-iﬁterests.‘ At the same time they have attached
greét significance fo the enormous economic potential of)/

the region. Extremely'rich in natural resources South

Bast Asia has tremendous reserves of man power and capital

investment sphére%' The region has'a population of over

900 millionf more than one quarter of the world's population.

It produces a major part of the some of the world*s

important primary commodities and foods, natural rubber’,

tin, jutey copra tea, rice? spices etc. It is also one

of the world's important markets . Because of the economic

underdevelopment the region holds an attraction for foreign

capital investment. '

. After the withdrawal of the colonial Powers in post
World War II era the South East Asian countries faced
~ the common difficulties regarding politically social and
economic problems. Prior to and from the very day of
independence as well ever since the formation of ASEAN,
inter state disputes already manifest or latent stillhave
existed among these countries. These 1nclude%;inte£ aliaf;

conflicts and animosities, religious prejudices fear of



smaller states towards bigg‘er‘ones.2 Apart from these
internal problems there was also the disturbances caused
by Major Powers in the internal politics of the arena;
such as US involvement in Indo-China region,thus dragging
automatically.the other Super Powers into the existing
conflict, The Vietnam pfoblemi like all other contemporary
problems; has its international repercussions and inter-
national power politics has a deep rooted causal relation-
ship with the Vietnam question.3 More séecifically the
relationship between ﬁhe Soviet‘Union and the Democratic
Republic of Vietnam (DRV)vas sepérate from Super Power
relationship cannot be correctly examined; Because all
the three Big Powers involved in Vietnam viz., the Soviet
Union, United States and China pursued their respective

4

politics in Vietnam.  Indeed, their policies on the

Vietnam question were formulated on the basis of global

.

2. There is still a certain muted uneasiness and latent
apprehension toward a potential Indonesian aggression
over Malaysia and Singapore due to her past hegemony
through the kingdoms of Majapahit and Srivijaya.

3. Rupen; Robert) A., and Robert Farvell’ eds,, Vietnam and
the Sino-Soviet Dispute, (New York, 1967), p.118.

4, Zagoria Donald, S,, Vietnam Triangle -— Moscow/Peking/
Hanoi, (New York, 1967), p.1%.




politics rather tham the interests of Vietnam. The cold
war diplomacy and great power rivalries in Indian Oceanm
ideelogical war between the two Communist giants - Soviet
Union and the People's Republic of China (PRC)-—-and
Japanese economic expansion in the region; all.havg had
'tﬁeirlimbact on the region., The emergence of the Sino-
Soviet differences can be attribﬁted to numerous
ideological, political and economic and power interests —
clashes between the two nations. In more §reciéevtermsi
the principal reason of the rise of a bipolar world
politics and of the bipolar world in the late 1950s was
the Chinese fear of a Soviet-American accommodation at its

expenSe}s

Puring thisytroablesome era of late sixties the
formation of Asseciatlon of South East Asia Nations (ASEAN),
a wegional  gwo
L= was an 1mportant event in international political system;
One can safely argue that it was the realization by the
five founding members = Malaysia® Indonesia, Thailane.
Philippines and Singapore = of facing common»economic,

political and social difficulties and the acceptance of

5. Halperin Morton) H,, Sino-Soviet Relation and Arms
Control, (Ca@bridge: Mass, 1967), p.l181.




each other's limitations motivated them to pull their
resources together with the objectives of promoting
economic growthy social progress, cultural development

and peace and stability in the region.6

ASEAN can be seen as reflecting the growing political
will of the nations of this region to. prevent their region
from outside forces, to take charge of their own future,
to work out problems of development, stability and security
together and to prevent their region from éontinuing to -
remain the arena and the subject of major power rivalry
and then conflict.? in short then, by joining together the

end@avours of states which share common stakes in their

6. Tunku Abdul Rehman was the first leader to mention the
idea of forming ASEAN when he attended the Commonwealth
Prime Ministers Conference in London in 1966, He stated
that regional cooperation would be the best means to
meet threats from the North,i.e, PRC, and to assure the
stability and strengthen the economies of each country
in the area. See Reece Bob, "Walking at Last", Far
Eastern Economic Review, 4 December,1969. Regarding the
original text of the objectives of ASEAN, see The ASEAN
Declaration (Bangkok), 8 August, 1967. Also see
Hass,Michael, ed., Basic. Documents of Asian Regional
Organizations, (New York: Oceana 2 Publications;
1974), pp.1269-70. ,

e ASEAN (ASEAN National Secretariat of Indonesia, Public
Relations Division, Jakarta, June 1975), p.6S.



'struggle for surviwai? regional efforts are intended to
consolidate national security, freedom, independence and

wWew

‘economic development’,

The formation of ASEAN was also partly due to the
failure of the Association of South Eaét Asia (AsA)
and Maphilindo to function as viable regional associa-

tion.?

The main objective) however was to consolidate
'their countries with a strong ecénomic basé. The economiéé
of ASEAN are but every diverse in their resource endowment
patterns and contain some of the most affluent of all less
developed countries as well as scme of the poofest. The
colonial past has left a permanent imprintf’ thus their

economies are heavily oriented towaids the maritime powérs

JUENET

8. From the 1967 Declaration, one can drive that
%gurvival * was the main preoccupation in the mirnds
of the Foreign Ministers. After signing the ASEAN -
Declaration, for example, Tunku Razak stated: "It is
‘important that individually and jointly we should
create a deep awareness that we cannot - survive for long
as independent but isolated’; unless we also think and
act together and imbued with our own ideas and aspira-
tions and determined to shape our own sccietg;" See -
Mimites of ASEAN s First Ministerial Meetikq, Auqust 3-8,
zBangkok;'1967 .

9. Aasa was formed in 1961 by Malaya’y the Philippines and
Thailand, whereas Maphilindo was proposed in 1963 but
never imstitutionalized.
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of the West. Such a colonial pattern of “dependence"

has persisted to this day.

_ Traditionally South East Asia is a region that 6an
be economically exploited. 'The_above mctivation even today
determines the major powers course of action vis-a-vis
South East Asia, Like the other major external Powers
present in South East asia today, viz. USA; USSR, China
etc., Japan has also adopted “"economic diplomacy" as a
means to enter into the region. However, there is a slight
difference 6f Japaneée motivation vis-a-vis the other major
powers presemt in the area. That is, while Japan's
intention is purely economic oriented, the USA; USSR and

PRC objectives are both economic and political.

’

Further, throughout the post-war period;vaapan has
been locked into a subordinate alliance with the world's

leading Power, the US, It was very cordial till 1971, but

10, Economies with a "weak" structure are said to be
dependent upon those with a "strong" structure and
are "moved;, integrated, dominated and dragged by
the latter, Such a relationship of economic inter=-
dependence as subsists in South East Asia is part
- and parcel of the global state of affairs, Francis
Perroux distinguishes between two types of economic
interdependence one existing among firms, individual
prices and qualities at micro econhomic level and
bther among nations, The latier is more complicated
than the former, See Perroux,Francois, In de ‘pendence
de 1 economie nationale et interdependence des nations
(Paris: Aubier Montaigne, 1969).
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after that Japan trailed behind Washington on all major

. international 1ssues; In military affairs, of courseﬁ
Japan still rémains a subordinate to US; When the US took
the strategic decision to build Japan back up as a major
economic bastion in Asia, this wés not simply to turh

it into a “puppet", rather to create a cqntrolled but
strong ally whose power and responsibilities would grow

as its econemy,expanded;

For the entire post war pe:iedf%% has been active
in the military and political activities in South East
Asia which have required sizeable logistic sdppobt; The
US: actively assisted Japanis economic growth as the
indispensable source 6£ susplies and later as economic
and political ally. Tﬂis helped Japan to penetrate in
the fegien more forcefully as its economy had already a

stake there.

“Post Worlé War II':'Japaa'saRelations with ASEAN

Japan had militarily occupied South East Asia in
Worlé War IIf which was scarcely a'generatign ago. After

the defeat from the Allied Power in World War I Japan



lostAher hold from South East aAsian region. She was
completely deprived of her Asian markets? raw materials
and éhe??ééz;tment of 6apita1. In the post-war era

Japan *s main task!lin the area was to get the better of
her competitors} make a return to the region and establish

her old relations that is economic, if not political.

The first few years after the war were marked by
increasing Japanese penetration in the region} One of the
1mportant factors was Japanr?s great competitiveness in A

ASEAN markets - the result of her clese proximity to the

115 South East Asia was for a long time the main target
of foreign economic expansion of Japan's capitalism,
Even in pre-~war era Japanh's monopolies battled for
markets, raw material sources and capital investment
spheres., Japan's famous doctrine of the "Greater
East Asia Co-Prosperity Sphere" was aimed at redividing
the spheres of influence in South East Asia and was one
of the fundamentals of Japanese foreign policy. See
Klochkovsky, L.L,, Economic Neocolonialism s Problems
of Socutheast Asian Countries’ Struggle for Economic
independence, (Moscow, 1975), P.66. Another important
development which encouraged Japan to assert:itself
in the region is what Prime Minister Sato said; "the:
wind of change in Asia", That is growing tension as a
~ result of international stresses and strains} and Asia’'s
- inability to provide food for its citizens and the other

is a growing realization in Asian capitals--that self—help

is a key to economic development and an incentive to
attratt outside help and-support, See Sato,Eisaku’y
“Jap$a's Role in Asia", Contemporary Japan , no.4, 1967,
P.69
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region, low production costs and good‘knewledge of local
features and conditions. A no less important part was
played by the flexibility of\her forms and methods of
economic penetration, Even before the war, when the
colonial regimes of the European powers were in existence,
12

Japan displayed greaf sophistication™® as regards her

forms of economic diplomacy.

As it is evident from the J&panesa record, her

economic and strategic interests in the ASEAN region afe
predominant over hef-political interests. Thus% for
Japan the region is very crucial and important one. an
can safely assume that for Japan ASEAN is the wery key

13

to prosperity. -In spite of its tremendous economic

growth, it is fully aware of the objective realify of its

12, The British Econamist* Fisher C.A., has described the
pre-war tactics of Japan as follows 3
"Besides the psychological success of their slogan”
*Asia for Asiatics?! , their ability to supply, the
sort of consumer goods which the local population
wanted, at prices far below those of the corresponding
European articles; as also did the willingness of
Japanese firms to train and employ indigenous as
assistants in their various Southeast asia branches.

13, See Halliday, J., and McGormick, G., Japan’s Imperialism
Today, (London, 1973), pp.174=75.
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economic and industrial might. That is’, the basic .
resources upon which Japan's self-sufficiency rests
are almost nil. 1In order to continue its economic °///
growth it needs to secure its supply of';aw méterials?
for which it is highly dependent.on overseas resources:
ihe country is poor in almost all resources like coal%

mineralsi'petroleum%'natural gas and uranium. Deposits

of important minerals like bauxite; copper% irone-ore,
nickel, tin and zinc| which are necessary for a modern
industrial soéiety% are also not available in sbundance.
Without these, the entire economic edifice of a country

may collapse.

'Half of the above required raw materials are
present in Souﬁheast Asian region. 1In the post45econd
World War era, Japan‘s main effort was to penetrate into
the region, In the post-War era Japan expanded and
improved her ties with these regions through two distinct
stages; During the first stage 1952g60%fher relations
remained\on a passive note, But since iQéos Japan
took real interest in the‘fegién and started 1ts-econém1c
-mission, During the first &tage Japan®s efforts wete-éainly
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. confined to normaliéing relationsl4with'§he South East
Asian coﬁntries} Important partf;in this respec?% was
played by state financing of exports (ih-the form of!
reparations, grants of special yen credit etc,), and joint
develepmenﬁ of various kinds of raw matérials%;co-operation
based on the division of productien»and so on. On the
initiative of Japanese Government&éthe conference of

South East Asian countries was convened where the official
aim was to discuss questions of economic development and
co-operation between the different countries. Japan
vieweérthe conference as a first step towards implementing

her eeonamie'plans.ls

En bive Imbe sixties two importent éeve%opmﬁa&s
played & chucial rede A bhe cmerganese of Japeile medor

.,
xS

14, In the post-war period the flow of Japan's financial
resources to Southeast Asia was consisted a govern-
mental grants mainly by way of reparations and aid and
direct loans’; as well as private exports credits’ '
direct investment and protfolio investment. Subsequent
grants and loans were used both té encourage the sale
of Japanese exports’ and where appropriate to pave the
way for private investment from Japan, See Olson, L.,
Japan in Post-War Asia (New York,1970), p.259., For
statistical details of Japan®s equity projects in Asia),
see Yokobori, K., "Criticism of the Harsh Terms of
Japanese Aid to Developing Countries have been Voiced".
See Kawata), T.), "The Asian Situation and Japan‘'s Economic
Relations with the Developing Countries", Developing

' Beconomics, vol$9, no,2; June 1971“ p.l44,

15, In accordance with the Japanese proposals two special
organisations were set up - The Centre of Aid for the
Development of Trade, Investment and Tourism, and the
Centre for the Development of Fishing - in the South
East asia.
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In the late sixties two 1mportan£ developments
played a crucial role in the emefgence of Japan's major
Asiatic role. One is its close alliance with the w&sana
the other a purely ecénom;c logic of éaptu:ing-tﬁg export

market’ plus, to secure its commercial route;

It was Prime Minister Yoshida Shigeru}7 who set
the tone of Japan's post-War South East Asia policy and
his policy was subsequently followed by his successors.

16. Funds which the US apportioned to the countries of the
region as part of military amd economic aid were used
to finance a large part of Japanese exports. During
the 19508 approximately 15000 million dollars of goods
were purchased by the American armed forces and Inter~
national Cooperation Administration in Japan which
helped it to re-establish economic ties with SQuth

East Asiay See '+The White Book on Forei Trade’}
Special Part 1959-63, zTokyof.

17. Ybshida Shigeru was fully aware that in view of the

* cold war politics) Japan would not be permitted by

the US.to trades with Chinaj thus he stressed the
need -for developing South East Asia as an alternmative
area of:trade? He sought to bring Japan closer to
Southeast Agian region by means of trade and economic
cooperation by .adopting a firm anti-Communist and pro-UsS
posture, See Shigeru, Yoshida, “Japan and the Crisis
in Asia®} Foreign Affairs (New York), vol%295 no32y
Jamuary 1951,
Twelth Session of the Japanese Diet on 12 December,
1951, Contemporary Japan (Tokyo), vol;20; aos.7-9.
Jhly-September 1951. P.426. - \

[

P.173, Also see, Yoshida's address of the
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Bases of Co-operation : Japan

Japanese interests in ASEAN is determined by its
economic and commercial forces, The region®s 1mpor£anée;
especially as a source of raw material, explains Japan's
great interest in the reéion; The five ASEAN countries
"are main supplier of ?eisain important raw materials,
i.e, rubber, tin, copfajand hard fibres, iron, manganese

and chromium ores, bauxite, timber and oil.

Table - 1 '
ASEAN s AGRICULTURE AND MINERAL PRODUC’I,‘Sla
hgricultﬁral Products . ' Minerals
1., Abaca Fibré o ' T4n
2, Banana - - ' Chromium
3. Copra » . Bauxite
4; Coconmut ‘< ‘ Manganese
5. Palm oil- . » Iron

6. Pineapples o - ol

7. Palm Kernels

8, Rubber
S. Rice
lo. Timber

18, Source s FAO Production Year Book for Agricultural .
Products; and Statistical Year Book, for minerals.
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Japan purchases 80 pér cent of inaonesié's oil
‘exports and a major part of such Indonesian exports as
tin, bauxites and manganese; all its exported nickel and
timber. 85 per cent of Philippines copra exports goes to
Jépan. ;gdonesia has been given top priority in Japaan —
foreign policy,and ASEAN has~beceme an area of “special

relationship® for her.19

" The post-War period was marked by far reachingv
sﬁructural«changeS'in Japanese industry and export of
industrial goods., The rapid growth of mbdern heavy
industry made the problem of exporting machinery and
equipment; transportation facilities chemicals} non-
ferrous metals etc, South East Asia was often used as a
mafket'by Japanese companies for marketing new kinds of

20

heavy industrial production, In 1948, 952 per cent of

19, Indonesian Times, 11 and 13 Augusty 1977,

20. In the early sixties upto 40 per cent of all Japanese
plant and machinery exports, including 70 per cent of
textile machinery, 75 per cent of motor vehicles,

50 per cent of metal working machine tools, almost
half of all the exported ferrous metals, over 90 per
cent of chemical fertilisers, and 70 per cent of
cement went to South East Asia. See Klochkovsky,
‘R 11' p.71.

For a detailed study, See Jagan s Economic Growth,
Resource Scarcity and Environmental Conhstraints,
Olson, E.E., (Praeger, 1978), pp.53-63.
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total exports went to South East Asiai”with 8.1“perucent“

of total exports going toHASEAN-count;ies:,ﬂ18Q6,pe: cent
'Qf Japan‘s imports came from South East 5518; ls%ﬁﬂpe:, |
cent originated from the five ASEAN economies;” The relative
importance of South East Asia declined steadily however,

and in 1970, 10,4 per cent of Japan;s exports were to

South East Asia (9.4 per cent from ASEAN);> In 197Q_Japan‘s
trade with some of the individual ASEAN countries such as
the Philippines (amonnting to § 987 million) and Indonesia

-2
(§ 942 million) was greater than that with mainland China.“l

_ Being the supplier of industrial equipments and -~
manufactured gocds Japan wants to market them in ASEAN,
With this end in view) Japan has driven hard bargains
‘with the countries of ASEAN and laid down stringent condi-
tions on its economic aid and private investpgngs;?? _
Because of this market'economyflahpanwhggwbeéomg the first
ASian nation te rank among the leading economies of the

modern world.

e e e s e 1 T e S W . AR A e S A S b e P Ty S i L s g

21, leesee~Ana,~eé11-New _Directions in the -International
Relations of Southeast Asia : Economic Relations

ZSingapore. -1973), pQSo»;w:“M«nm‘M”_wmmm_”_~m~w______

22, TImam, Zafar, World Powers in South and Southeast Asia
(New Delhi, 1972), p.132.
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quiticallyi‘. ASEAN thought ‘to .he.,_importantrbessqse
of its location:23 As has been observed by an expert, for
Japan, "the importance of Southeast Asia as a source of
supply is less than its significance of a strategic point
on the tanker route to Japangfreﬁ the Midd}epEsst"j24,wi“//
Its geographic location along the sea lanes of the Indian o
Ocean and the ‘r',"acifie .(and the cross roads of A_si_aa;.s,two 4,
major cultures, China and ‘India) have made it an important

gateway?sto the West by air and sea.

The geograbhic importanqe“of(ASSAN to Japan cannot _
be}gnderastimated since thevaapsnese goods passing through
Malacca Straits accounts £or'near1y,4O per cent of total .
Japanese imports:i_About 90 per cent of her annual oil

A e e e s e e s e mer e e e e v ot e

-

23, Yoshida and his successors wanted to trade with
. People's Republic of China, and considered the

stability of Southeast Asia an important precondition
for improved relations. If the region could be
stibilized, they reasoned China's international
position would be secure; and the normalization of
Sino-Japanese relations would become possible,
See Kosaka; Masataka, "Japan's Major Interest and
Pblicies in Asia and the Pacific", oOrbis, vol .19, noi3,

24, Smith“ Charles, “Japan-Mapping Out Strategy After
Vietnam“ The Mirror, 14 July 1975, p.3..

25. Kakkar, A.N,, “Southeast asia's Security Problems
During 1980s", Seminar Series of Southeast Asia
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reqﬁirements of appreximately 200 millkon tons are shipped
from the Middle East through the Malacca Straitsy and as
such the Straits have been described as the "life line"

. e

o

of Japanese industry. If this route were out; Japan would

certainly experience a real economic crisis. The Malacca
Straits happen to pass through two major ASEAN countries%ﬁ
Malaysia and Indonesia. Thus, Japan simply cannot annoy
these ASEAN countries. Nor can it ignore the region‘'s

importance for her own economic prosperity.

ASEAN — Bases of Co-operation With Japan

As noted earlier the region is heavily dependent

upon West and Japan) not only because of their former
colonial 1links but also because Japan happens to be the __-

biggest consumer of the region's primary commodities. Ten

yeare ago, 71 per cent of region;s exports went to these
industrislized countries which in turn supplied 66 per

cent of the region's total impOrés. iﬁ recent years thé
degree of dependency has been gligntly reduced to 66‘per
cent and 60 per cent respectively. Aas such the regibnis'

trade with the sbcialist countries as well as'its own
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intra-regional trade remain 1ow.% -

In the aggregate ASEAN imports more from Japan '
than'even from the European Economic,community fEEC). In
'fespect of trade Japan accounts for 27 per cent of their
total exports and 29 per cent of their total imports.2’
The importance of Japan, as an absorber of ASEAN's raw
materials and as a supplier of sophisticated modern
industrial equipments technical know<how, as an exporter

and investor; and as an aid giver, has placed her at top

of the priority'list'among the Western countries.,

Besides, ASEAN as a whole accounts for more than
45 pér cent of Japah'é aid and ihvestment. Industrially§
technologically éﬁé organisationally,Japan is one of_thé
leading economic power in the modern century, in Asia
Japan is pre-eminent in those respects and looks like

remaining so in near future. It is the only Asian country

26, Wong,John, "Southeast Asia's Growing Trade Relations
With Socialist Economies", Asian Survey, vol.l7,
no.4, april 1977, pp. 330-44. :

27. John, P,P., "Japgn,ASEAN’CQnundrum“, Japan Quarterly,
(New Delhi), vol .4, no.lj January 1978, pp.29-42.
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except Hong Kong and Singapore on the one hand and Siberia
and Soviet Central Asia on the other,to have achieved the

sort of developmeqt to which all aspire.28

Being Asian éountries%'the ASEAN members féel
nearer to Japan than to any other Western power. in fact
'-they are heavily dependent on Japan for its econqmic aia
and inveétment;zg In fact, their economy. determines the

relationship with Japan than political or military reasons.

Relations im the Decade of Seventies

By mid Seventies, there had occured a gigantic
dispersal‘of power, both at the apex and the base of the
pyramidal international power structure. The old time
military alliances persisted| but parallel to them emerged
fluid bargainirg coalitions in which partners tried to
increase théir fragmented politicsi, also it was evident

that the system of political and economic dependence

\

28, Kirby, Stuart, E.7 “Japan in Southeast Asia 2
Perspectives of Industrial Power", Southeast Asian
Spectrum, July~September, 1976, pp. 60-65.

'

29, Boyd, R.G., "The Strategic'significaaee of the
Malacca Strait"™, The Strategic Digest, vol.7, no.9,
September 1977, pp. 1-24. .
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of the Southeast Asian countries was undergoirg a process
of change. A shift of power away from the elements which
used to receive support and nourishment from the United
States and its Western allies was most convincingly
visible in the South East Asia where the American client
State of South Viétnam collapsed like a house of cards

to the assault of the conflicting forces in 1975. &s a
result of the Communist victories in Indo~China, South
East asian Tréaty Organization (SEATO), as an alliance was
formally dissolved, US military presence in the region was
substantially reduced} and the entire South East Asian
region was; for the practical purposes, taken Qut‘of the
firm and in-depth american military commitments., It was
not that US power declined; what changed was the american

as well as Southeast Asian perception of that power .

The new interest of the Soviet Union in Indian
Ocean and in organizing some sort éf defence arrangement
in South and South East Asia, the decline of British and
Commonwealth Military presence in the region’ and the
ideological cold-war between the two Communist giants —
USSR and China — changed the existing internaticnal

-—
system, and had a major role in shaping the Japan-ASEAN

relation., Diss

. At 337.52085g
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For the Southeast ASiansnatienal intervention by
the outside major pcweésd ceased to be an attractive
proposition. And the changed international political
situation generated in the Southeast Asian region a
quest for inner balances; free. of direct involvement of
the major world powers., The widespread dispersal of
pawef enhanced the options of these nations. Theré.was
a radical change in the perceptions of ‘power?® itself.
Instead of measuring power in terms of alliances and
foreign military aid§ these nations started assessing
power in terms of social cohesion} political stability$

economic progressi industrial strength, rescurce basej

>

capability of rescurce mobilization] quality and fibre
of peliticai institutions'and leadership, There was
alsera growing realization that it was far better for
ihese nations to try and resolve bilateral disputes and
issues bilateraily or regionally? raﬁher than invite
intervention by the Major Powers, Tﬁe immediste regional
enviromment assumed far greater importance than the

global polarization of power and resources,

In 1972 ministerial meeting at ASEAN, it was

- decided to establish peaceful relations with China,
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However, the April 1975 Communist victory in Indo~China
region had greater impact on ASEAN; than President Nixon's
decision to withdraw his troops from Vietnam. The response
to the victory ﬁas a mixture of faelings of optimism;
énxiety and uncertainty. Indonesia‘’s immediate response
was to “maintain friendship with any government on the basis

of non-interference and equality", 30

Philippines showed
restraint although suggested economic cqeperatie; and if
possible economic assiatance. And these two policies more
or less guided the rest of the ASEAN countries., Moreover
‘China's international options were rather limited partly
because of its own choice but maini& because of China's
unlimited potentiél to aggravate the already difficult ,
siﬁuation,in those countries from the multitude of insurgent
movements’s South East Asia started presenting a very
complicated test for Chinese dipleﬁaéy; There was a
conflict in the perception of the Communist movement. On
the one side China fervently believed that the existing

poli ical orders in these countries were too fragile

30. Foreign Broadcast Information Service (FBIS),
7 November; 19737 see Vandefkoref, Justus, M., "National
Security, Defense Strategy, and Foreign Policy
Perceptions in Indonesia™, '‘Orbis, vol .19, no.14,
Surmer 1976, p.486. '
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because of their class nature, elitist character and other
iatérnal contradictions. Therefore, a revolutionary
situation was bound to develop in those countries sooner

or later. South East Asia being China;s special area of
interest did not live to see these movements déveloping :
draftlessly without Chinese helping and controlling

hand,. dﬁ the otherside all the members of the ASEAN were
afraid of the internal communist uprising and used to think
that the Communist groups present in the soil were

detrimental to their national progress.

Also the Chinése dcmination of Singapore in many
strata of activity created a fear of complex in the minds
of the pécplé ef Singapore and they»did'not wanﬁ,to be
loéked down upon as a "Sécond Chinese Séate”;whiéh ,

indirectly restrained them from coming cloéer to China,

The choice natuéally.fell for the thifd party,
Japan, who could pre-eminently fit to the position of a
protector with its autonomous foreign policy; in which
apparently thoﬁdh economic factors constituted the most

pervasive and contimiously operative influence,

In the-pasti Japan was so throughly. absorbed in
Big Pewer=diplcmacy%.that it 1gnofedrthe smaller nations.
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The Japanese thinking essentially evolved around on

East West axis for that matter, But the series of shocks
in early Sevénties; e.g. "Nixon shecks*31 and 1973 oil
crisis} has turned its attention more towards a North-
Sauth‘arraggementéz specially towards the South East

Asian states, -

Japan, with its “emhidimensional diplomacy™ is

U

neithervtocgglose nor too hostile to any of the Major
Powers presené in the regioh}-Tﬁohghvthe t&o j"shc‘akkus‘
have forced Japan to remodel 1ts»foreign policy vis-a~-vis
Americay in late 70s nevertheless she is still an ally of
the US bloc. She is fully aware of the reality that

US can be the guarantor'of her international "Resource
Diplomacy". Nonetheless in Southeast Asia,pérticularly
Japan‘s. economic diplomacy is fleurshing under the éuclear

umbrella of United'State§} - Japan simply cannot overrule

G S

31, The two shoéks% dollar devaluation and rapprochment
with China and USSR were in 1971 and 1972 respectively.

32. Foreign Minister Kiichi Miyazawa told the 75th Session
of the Diet in January 1975 that one of the policy
goals of Japanese foreign policy was to seek a diversi-
fied diplomacy while continuing to regard the US as a
cornerstone and maintaining peaceful co-existence with
the Soviet Union and China. See Foreign Policy Address,

4 Jamuary, 1975, pp.19-20,
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thelimportant aspect, or weaknesé of her foreigh policy.
Oon the other hand Japan in-South East Asia particularly
is not blocked by either Peking or Moscow. In fact their
main strategy is to block eafh other's way, not of Japan

by any means.

ASEAN group, on their side know by now that chances
of confllict while dealing with Japan is less than with any

other major power present in the region.

On the other hand Japan also needs the region

very much to secure the supply of raw materials and export

market, The securiéy of Indian and Pacific Ocean through

which oil is being transported is vitally important to -~ ~
Japan's economic diplomacy. At the current rate of
economic growth Japan will need some 800 million tons of
crude oil per year in the early eighties) when the |
estimated GNP rises to‘US‘$ 720,000 million., By the same
year about 1 ‘000 million tons of freight will move in

and out of Japanese ports each year.?3

33, Shimomura, Osamu’, "Impossibility of Development Into
a Major Military Power", Oriental Economist, vol339'
no.724, February 1971% p.lS.

-
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_The 1973 oil crisis disturbed Japanese economy—
much more than any of the cout ry in. the world, It must
be noted that Japan is dependent almost entirely on
imported energy. Aboﬁt 85 per cent of the energy used in
Japan comes from petroleum and other energy materials§ of
which 80 per cent is from the Arab countries. On the
other hand Japan imports about 50 per cent of its food
requirementéf.i"‘ of which 80 per cent is frcné the USY The
Japanese economy :I.sv thus manipulated by two strong
strings -~ one attached to the US and the other to the
Arab countries; It is this dilemma whiéh determines the

economic destiny of Japan ’.34

Japan is thus looking for some alternative base to
avoid this dilemma by diversifying its foreign policy.
To Japan, ASEAN is too good to rely upon, Fifteen per _ -~

cent of her oil requirements now comes from Indonesia -

34. Yano Toru and Ichimura Sinichi’ “The Future Pattern
of Japanese Economic and Political Relations With
Southeast Asia“; Discussion Paper No.81,

8 March, 1975, p.3s
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and Japan is number one partner and in some places only
second to US in respect of trade and investment in ASEAN
région; A legacy of hostility and fear towards Japan among
many, in Europe and the US and an increasing general feeling
that Japan has benefited more than anyone else from the
international trading system yet!, has done little to help
make &t work well. The Japanese see their present success

as fundamentally illusory due to lack of raw material,

80, the very life-line of Japan economy is to get
raw material, For this purpose%.aapaﬁ has to operate under
the so-called "Resource Diplomacy" in South East Asia,
especially ASEAN region, from where she gets the 1lion
share of her required raw-materials. One can safely
assume that in the near future both will be interdependent
oh each other’; whether they like it or not. Both are
having vital vested interest for which they are bound
to co-operate if not in any other’y at least in the

economic field.



Chapter - II

JADAN®S TRADE AND AID WITH ASEAN
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Because of the lack of natural resources and the

. availability of an able and industrial source of manpower,
the Japanese economy haé developed for the last hundred
years basically through "processing trade" activities’, ﬁhat
is importing raw materials, manufacturing them for domestic
use and exporting except for the exports of staples such as

 tea and silk in the early days.

Trade with South East Asia has been as important
for Japan as the trade with the US, each direction accounting
for a third of total trade. Japan's trade with South East
Asia has provided and will continue to provide her with a
large export surplus. The rapid industriélisatién after'v//
the war,made Japan to traﬂé with less developed and v
developed countries to gain access to raw materials and
mineral fuels, Almost 80 per cent of its annual requirement
of food and raw materials are imported from outside soﬁrces.
without this her industrial economy will collapse; Out of
éo per cent, rearly 40 per cent of her annual requiréments
are‘imported from United States and about ia per cent
- from South East Asia. Then the importance of South East

Asia in respect of trade is very significant for Japan.
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Probably, that is the reason, South East Asia has been
given gpecial priority in respect of trade and aid in
Japanese foreign policy since the time of Premier Yoshida
onlthe_etherhand; the preoccupation with transition growth
in'seuth-East Asia led to an extra regiohal orientation.
This external orientation is a natural outcome of the
resource and technological complementarity between these
developing countries and the industrially advanced
countries. 1In the transition context this complementarity
lies in the exchange of land and/or lsbour intensive
exports for capital goods and technology required for

modernization of agriculture and industrialization.‘

Thus from the very beginhing all the Southeast
Asian countries depended on external trade. Because of
the limifed domestic market}their economy had been export
oriented., ASEAN states have inherited) what is commonly
called a "colonial pattern of trade" with high dependence
on the industrial market economies,fparticularly with
Japan and the United States: As much as 60 per cent of
its annual trade is with industrial countries of the
West and Japan; consequently intra-regiocnal trade remains

correspondingly small, DeSpité many years of regional
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co-operatien, the total intra-ASEAN trade turn-over
for 1975, was only US § 6 billion or 15 per cent of total

' 2
ASEAN trade.l This can be analysed from Table - I.

Since the end of the war, Japanis efforts have been
directed to broadening its resource bases and markets.
as its economy based on total external trade, she
cont inued to maintain economic relatioﬁship with Southeast
Asian countries. The process of decolonization and the
general atmosphere of free trade have helped Japan in its
task to trade with other countries in the world. The
IMF—GATT system hés helped it to promote a relatiQély

free flow of tradé and resources.

After 1967, with the formation of ASEAN, Japanese
tfaée has increased with this regional group. ASEAN as
a group supplies more than 27 per cent of the Japan's raw
material® requirements. While geographical proximity is
an obvious reason), the degree of cdmplémentérity'in

economic structure between Japan and ASEAN is not to be

1. Aasia Year Book, 1978, pp.70-74.

2. Computed from IMF and IBRD, Direction of Trade
Annual, 1961-63 and 1970-74; and IMF, Direction of
Trade, December 1976, Jamuary 1977 and May 1977.
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Table -~ I

ASEAN DIRECTION OF TRADE

Exports/Impbrt§

Year

1975
1971-75
Average
Imports
1972
1973
1974
1975

1971-75
Average

., Grand
Total

7485745
13,214.0
22,608.2

~20{765.8

12,361.9
' 9,442,3
14,197 .7

22,813.5
23,260.7

13,531.8

4,686 .2

8,210.,9 °

13,983.5
12,724.0

7'61200

5,806 .8
8,546,1
13,110.9
13,450,6

8,037.7

61.5
60.2
57.5
57.8

60.0

Industrial Countries

us

1,411.2
2,258,2
3,919,7
4,124.0

2,433.6
1,448,5
2,272.8
3,366.1
3,613,6

'2,078.5

Per-
centage

17.9

17.1

17.3
19.9

is8.0¢ -

15.3

160

14,5

15.5

1409

1,918.0
3,628.5

6,877.9

5,609.2 .

3,381.0

2,501.1
3,575.1
5,516 .9
3,697.2

3,041.8

Per-

2474
27.5
30.0
27.0

26 .6
26.1
25,1

24,2
15.8

23,5

52974
2,586 .3
3,598.8
3,350.0

12,127..7
1,149.0

1,678.4
12,451.4

. 2,876.,.6

1,573.7

Per-
centage
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19.6
15,9
19,2
16,1

18,0
12,1
11.8
10.7

12.4

11.8
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ignored.3 . . . L .

While Japan‘'s lack of resources makes it dependent
on ASEAN, the technological and capital transfer from
Japan to the latter is also §ita1 for ASEAN economy .
This mutual dependence in ecohomic relations will be
analysed with respect to trade and capiﬁal flows from

-

Japan to ASEAN,

/ Trade

For ASEAN, Japan is the number one trade partner.
It depends on Japan,for a large part of their basic
materials such as iron and steel, petro-chemical pfoducts
and fertilisers; and there seems little hope that any
alternative productive base will appear to take Jspan's “/
place at least into the first half of the 1980s. In the
fiscal year 1977, ASEAN as a group depended to an extent
of 26 per cent on Japan in exports, and 25 per cent in'
imports, but Japan depended only to the extent of 11 per

cent in terms of eprrts and 12 per cent 1in imports.

3. Hansberger, Waren, "Economic Co~operation énd Integra-
tion in the ASPAC and ASEAN Areas", Asia Quarterly,
vol.4, no.2, 1974, pp.128-46. L
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\//;;; composition of exports to Japan continues to be
mainly crude oil and raﬁ materials, Besides, ASEAN is a
key supplier of certain important commodities like copper,
natural rubber, tropical timber, vegetable oil and seed
oil, and hard fibres, tin and sugar. 'Annuallyvover 25 per
cent of ASEAN's total trade is with Japan alone — fa:
higher tgan éhy other single country or blockof countries
including the US "and the EEC, Onm%épanese side too,

ASEAN has become increasingly important. in 1976 9.5 per
cent of Japan's total exports went to ASEAN and the

regional grouping in termy supplied 12,6 per cent of Japan's
total imports, putting ASEAN ahead considerably of Africa,

4 With its

Latin America and the Socialist countries.
growing level of affluence, Japan is beget by numerous
prdblems such as a declining labour force and the growing v///
' factors in the urban areas. The rural labour force; for
example, has dropped from 16%5 million in 1955 to 9.8

5

million in 1970s.” By locating factories outside Japan,

4. asia Year Book, 1978, p.73.

5. Sebestyen, Charles; The Outward Urge : Japanese Invest-

ment World-wide, (London: Economist intelligence Unit,

1972) p.8. This study has an interesting table which
'compares the growth of wages and productivity in Japan.
Wages in the textile industry, for instance; outstrips
productivity and it can be seen that such industries

_ may be confronted with increased costs,
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entrepreneurs hope to solve the immediate problems such as

the rising wage levels; which notwithstanding productivity

measures, have made certain industries in Japax;';v no longer

profitable. Since there are reservoirs of cheap and

dexterqus labour outside Japan thé relocatiqn‘of such
factories would be beneficial to Japaé; The other factors
which have also led to increase in investment is the intro-
duction of strict antiupollution iaws in Japan and the e

consequent relocation of industries that are a hazard to
environment in other countries including South East Asié.§
Thuéf‘the major effort of Japan after the war has
been to establish links that were disrupted, and this it
could do through trade and aid policy besides other types

of telatiohs}’ J apanese economic relations with these -

" countries were elaborated with the establishment of manufa-/v//

cturing and extractive industries in the region; of which
most of them are located in ASEAN,

ASEAN is the'exporter of eertain.key commodities
( in Table-2) which Japan needs very much to sustain its
industrial growth. Trade is the best means to achieve //
theyabovetgoal. | ’ |

6. Ibid., pe7.
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The Balance of Trade

Before 19725 the balance of trade was in Japan’'s
favour but the subsequent price increases for petroleum
and other resources; products,ffam ASEAN chaaged the
pictureh' Currently only Singapere and Thailand still run

trade deficits with J‘apaﬁ.7

Among the ASEAN group Japanese trade surplas 1s most
conspicuous with Singapore, followed by Thailand. In
ccntrast trade deficit sufferee by Japan with Indonesia
ain 1971 was about the size of the sarplus, it had with -
Singaporat»follawed by Thailand. Bat overall the trade
position was in Japan;s favour oaiy during the years.
1965-69, although the deficit suffered in 1970-72 were
not -as-large as those in 1969;. in‘other.words; by the
criteria of trade alone} Japan stood to gain in terms
of being able to sell more of its products to ASEAN . .

caantries.s

However these variations in trade balanqésﬂ-
between Japan”and the ASEAN, are easily explained by .the

7. Asia Year Book, 1978, p.100.
'80 -Ibid., pp.lOl-Z -
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%able'—>2
MAJOR COMMODITY EXPORTS OF ASEAN REGIONG 1975
(Us $ 1,000 )
Raw Material Malaysia " Indonesia Thailand Singapore Thailand Total % of total
- B . - _ - - i - . - world exports
Natural Rubber 7829254 361,996 175,001 - - 1}319$250 82.92
Palm Oil 594°,524 151,639 - 73,362 - 819,524 83,57
Tin Metal (tons) 77,635 14,488 16,552 - - 108,657 71.77
Cocomut Copra - ok — 4455885 63.62
and coconut oil 27‘?31 - ,402’666 116,708 e =z
Spices (pepper) 433,662 22,867 45,769 - 112298 57 .16
Rice - 2937000 -t - 293,000 9.21
Sugar 580.736 - )
. - - 281,122 861,858 7.26
‘Forest products 662,952 679,064 246 ;775 1,588,791 15,09
Petroleum (crude ' ' "
1974)million tons 54,450 547450 3.93
Copper” **397,433. 397,433 3,10

Denotes Philippines

Sour cess

FAO, Trade Year Book, vol.29, 1975; FAO, Year Book of Forest Products; 1963-1974;
International Tin Council’, Monthly Bulletin of Statistics, voli21%, August 1977;

B.,P. Statistical Review of the World Oil Industries, 1974; UN Year Book of Inter-

national Trade StatIstics, 197§,

As a percentage of world trade in copper ores (i.e. excluding trade in metal).

-
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resource abundance or the respurce poverty of the later
countries, While Indonesia and Malaysia are rich in
resources, Singapore and Thailand are deficient in it;
Philippines can claim neither to be rich nor poor in

resources.,

A greater insight into this trading relationship
can be obtained if we analyse the pattern of ASEAN-Japan
trade on bilateral basis between individual ASEAN countries
and Japan. 1In Table~3, when we conbsider Japanis trade with
Indonesia, it becomes apparent that the surpluses enjoyed
by the latter was done mainly to its exports of raw
materials and mineral fuels. 1In 1975, mineral fuels alone
accounted for US § 25725,2 million or 79.4 per cent of the
total imports of Indonesia. This is a éharp jurp consider-
ing the fact that such imports were bnly US § 366.3 million
in 1970; The pattern of trade is hence typically colonial,
as far as Indonesia is concerned. Indonesia because of its
aVailayility of such highly demanded resources is likely
- to enjoy considerable surpluses in tﬁe foreseeablé future.
This is not to say that, that country is happy with such
a state of'affairs; With 57 per cent of its domestic\J/

reverue and 46 per cent of net foreign exchange earnings
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Table « 3

X

JhPANiS TRADE WITH INDONESIA, 1970-75

Item 1970 1971 - 1972 1973 1974 1975 . -
Exgorts
1, Food stuffs 23,0 20,2 17.8  50.2 32,7 -
2, Raw materials 6.0 4,2 5.4 6.3 26.8 -
3, Iight industrial vai »
products 66 .0 82,8 105.7 175.0 247.2 237.5
4, Heavy industrial
& chemical . B , -
product s 219,3  341.4 480.3 663.1 1,129.9 11,5564
"Chemical - _ -7
products (37.7) (51.0) (76.2) (108.2) (198.9) (264.3)
Metals (62.3) (87.2) (133,7) (177.5) (317.5) (475.6)
Machinery and _ : - - K -
equipments (119.3) (203.,2) (270.4) (376.7) (613,5) (816.4)
5. Cthers 1.5 4,2 6.3 7.8 13.7 _ 55.9
Total Exports . 315.6 452,8 615.,5  902:4 1,450.3 1,849.8
Imports ' . A
1, Food stuffs 19.4 38,1 60.6 101.6 11071 122.8
2, Raw materials 241,29 328,29 323.4 733.4 9996 528.4
3, Mineral Fuels 366.3 471.4 782.C 1,342,1 3,400.3 2,725,2
4, Mamufactured | - ' _
goods - - - 34.6 59.9 51.3
5. Others 90 16,0 31,5 2.0 1.6 2.6
Total Imports 63636 8544 1,197.5 25213,7 45571.5 3,430.3
Surplus/Deficit -320.,8 ~401,6 =582,0 -1§311,3 =3,121,2

1,580,5
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coming currently from oil exports, the Director General
of 0il and Natural Gas, Wijarso, stressed that unless new
energy resources are developed early, indonesian domest i€
0il consumption would surpass production within fifteen
years.9 The hefty'trade surpluses would thus be reduced

substantially.

With Maléysiai Jépan;s tfade deficit was very much
smaller readhing USv$'125;3'mi1110n in 1975, compared to US
$ 252;4 millionvin 1970. Wﬁile heavy industrial and chemical
products were still Japan's ma}or exports to Maléysia. The
major exports from Malaysia to Japan were raw materials’
rather than mineral fuels. Fufther,‘the pattern:of trade-:
was somewhat diluted by an increasing ﬁreportion of mami-
factured goods being exportedﬁ‘avéraging 20 per cent of
imports from Japan in the period of 1973-75. But like
Indonesia, it is likely that the trade balance will be in
Japanis disfavau: so long as the dependence on raw materials
prevails. Nonetheless this surplus need not be a permanent
feature aé can be seen from the deép concern by the

Malaysian-leaders over possible increase in production of

9. Far Eastern Economic Review, 10 June 1977,
pp P 85"‘89 .
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' gynthetic rubber by Japanese industries (Table-4).

Thé trade surplus enjoyed by the Philippines in
1975, was smaller than those in the years 1974-75.(Table-5).
‘This was attributed to the sudden decrease in the demand
for its raw materials, that is, lumber. Imports of raw
materials especially copper and iron also fell in both value
and volume, in 1974 and 1975. Again exports of heavy
industrial and chemical produétion fran'Japan formed a major
share in total ekportsvamOnnting to US $§ 847.5 or 8276 per

cent in 1975,

With the other two ASEAN countries where Japan
enjoys trade surpluses, the value of trade is slightly
~ larger with Singapore than Thailand. ,Howeveriithe trade
deficit with’81ngapore is aboﬁt five tiﬁes that with |
Thailand, being US § 1,124, million in 1975; compared to
US § 235.6 million with Thatland for the same year.
Singapore‘s main exports to Japan have traditionally been
processed mineral fuelsy accounting for 74,1 per cent in |
1975 compared with 81,8 per cent in 1970. This item is
subject to change depending on variations}in demand,

Since 1973; the/second largest item of export to Japan has

been mamufactured goods; This reflects the growing
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fable -4

JAPAN'S TRADE WITH ~ MALAYSIA] 1970-75

US § Million
. Commodity 1970 1971 1972 1973 1974 1975-
Exports
1. Food stuffs 4,5 5.7 56 7.8 8.4 9.0
2., Raw materials , ‘ g i S
& fuels . 1.0 2.6 1.5 3.5 4.6 -
3, Light industrial . ~ S L
products 25,3 25,6 31,2 52.3 8277 75.3
4, Heavy industrial )
& chemical ' . .
products 135.4 169.8 225,2  382,8 607.1  427.5
<, Chemical products (14.0) (17.1) (20.9) (31.5) (60.1)  (55.3)
Metals ' (41.9) (44.9) (54.4) (107.4) (191.9) (122.3)
Mechinery and : : -
equipments . (79.5) (107.8) (149.9) (243.9) (355.0) (299.9)
5. Others 0.3 0.3 0.4 10,5 = 5.2 9.3
Total Exports 166.5 204.0 263.9  447.2  708.0  566.1
Imports ' | '
ls Food stuffs 10.1  17.8 - 24,8 38,5 . 277 2875
2. Raw materials 301,8 254,7 -25933  570.8  671.4  396.2
37 Minerals 333 3.0 562 18,0 7435 130.,0
4’ Mamufactured ' ,
goods - - - 148,3 - 204.1 @ 134,2
5. Others 103.7 97.1 106.2 0.7 1.3 275
Total Imports - 418.9 37256 395.5  776.3  979.0 694
Surplus/Deficit =-252,4 -131.6  =328,4 ~-27150- -125,3 -

Source: JETRO&{ ﬁhite,?apeffén International Trade,

Various years.

4
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Table = 5

- JAPAN®S - TRADE WITH THE PHILIPPINES 1970-75"
Us § Million

Exports - 1970 1971 - -1972 1973 1974 1975
1. Food stuffs 16 .7 2156 1955 3852 46 .8 28.8
2, Raw materials - o | . , .

3. Light industrial ' .
products 85.8 98,8 85,5 10279 132.7 130.1
4, Heavy industrial ‘
& chemical ‘ , “ C :
products . - 3416 331.5 338.5 462.1 709.4 847.5
Chemical : , L . o
products (45.7) (57.3) (5959) (88.0) (173.3) (121.3)
Metals | (121.6) = (92.9) (97.5) (160.8) (207.6) (195.4)
Machinery & S o o o . .
equipments (174.2) (181.3) (181.9) (213.3) (328.5) (530.8)
5. Others. 3.1 49 86 6.1 .83 638
Total Exports 453,7 464.8 457.4 620.3 911.,2 1,026,2
Imports _ : :
1. Food stuffs 34,4 '53,1 71.3 10354 234,9 630.8
- 20 Raw materials , 483,5 436.,8 379.7 | 676.7 829.6 462,8
35 Mineral fuels - - - - - -
4, Manufactured ' o o LT
goods - - - '36.3 38.6 25.6
5. Others 15.6 23,9 19.8 _4:8 137 1.8
Total Imports.- . 533.,5 513.8 47034 820.2 1;i04.8 15121.0

Surplus/Deficit -79.8  -49.0 =-13.0 <-199.9 ~193.6 -94.83

Source : Cited in Table - 4.
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importance of inmdustrialization in Singapore as well as a
willingness of Japan to ease its markets for such goods
recently. But like its ASEAN doanterpartsf Singapore
continues to rely heavily on Japan's heavy industrial and
chemical products; “Such exports from Japan_totalled'
US § 1,252.6 million or 82.2 per cent in 1975. (Table-6).

For Thailand the dépehdaﬁce on Japanese heavy'
industrial and chemicai products is no less, being US
$_835.0 million erI87.1 per'éént of fotal Japanese exports
"in 1975. Thailand's main exports to Japan were £ood stuffsy
which replaced raw"materials after 1974. By 1975, exports
of food stuffs amounted to US § 456.0 million or 63.0 per

cent of all Thailand's exports to Japan (see Table - 7).

in summéry Table - 8, shows the péttern of ASEAN-
Japanese trade. As in the'earlier period 1967;71; trade
- deficits were suf fered by Jﬁpan for.all the ;hree years
except in 1972. The deficit surged up treméndously'ia'}
1974 on account of éhe increase in pfice and export of;
mineral fuels_from ASEAN to J@pan. ‘Raw materials and food-
stuffs were among the other major ASEAN exports to Japan

in 1975. 1In comparison’ exports of mineral fuels for the



45

same year were 49,5 per cent., Thus, while'manufactured
goods to Japan were considerable after 1973, the proportion
was only 6.4 per cent in 1975. The composit ion of exports

to Japan continues to be mainly crude oil and raw materials.

On the other hand, bilateral exports from Japan to

" each of the ASEAN countries have been dominated by heavy
industrial and chemical produqté or ovér 80 per cent in all
cases. In aggregate, in 1975;'such exportsvfrom Japan
totalled US § 4.964.’0' million or 83.8 per cent of total
exports. They are followed by light industrial products,
amounting to US $§ 749.3 million or 12;6.per cent of total
exports, So long‘as Japan remains as a cheap competitive
source fof such producté? its tfade positioh in all the
ASEAN coupitries is unlikely to be replaced for some years

to come, , o ;

3

‘Japan®s record trade Surplus of $ 11,150 million in
the year 1976, has every reason to welCome closér economic
co-aperatioﬁ-with the ASEAN countries, her major market
and prime source of raw materials, However, the changes

that have occurred in international political system due to
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Table - 6

JAPAN'S TRADE WITH SINGAPORE, 1970-75

$ Million
Exports -~ - - - -1970 - 1971 1972 1973 - 1974 1975-
1, Food stuffs 855 12,2 12,5 18,7 20.8 31,7
2. Raw materials : .

& food stuffs 7.6 831 4,0 5.4 10,2 4.9
3, Light industrial ‘ |

products 156,2 182,2 173.7 209.1 210.4 219,5
45 Heavy industrial :

& &hemical ' ' :

products 249 .4 303 .6 501.9 691,55 1,128.4 1,252,6

Chemical . - ' s : _

products (21.8) (24.5) (34,7) (50.1) (76.7) (67.3

Metals (85.8) (112.1) (135.5) (197.4) (417.5) (388.2

Machinery & - o -

equipments (142.1) (167.0) (331.,7) (444.0) (634.2) (797.1
5. Others 1.3 1.9 9.1 5,2 18.1 15.0
Total Exports 423.0 508.0 701.5 929.9 1,387.9 1,523.7
Imports |
1..Food stuffs 1.1 2.1 4. 7.4 979 8.6
2, Raw materials 9.2 7.8 10.8 15.9 15%1 8.3
3, Mineral Fuels - 70.8 93,6 86 .6 148,3  522,1  295.4
4, Manufactured ' | B

goods - - = 47,7 68.3 82.6
5. Others 5.4 10,4 19,7 3.7 - 3.5 4,0
Total Imports 86,5 113,9 120.9 223.0  618.9 398.9
Surplus/Deficit 336.5 394.,1 580.6 706 .9 769.0 1,124.8

Source ¢ Cited in Table -~ 4,
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Table = 7

JAPAN'S TRADE WITH THAILAND, 1970-75

US § Million :
Commodity 1970 1971 1972 1973 1974 1975- -
Exports N
1. Food stuffs - 2,0 1.8 1.9 2,8 2.5 -
2. Raw materials and - : ' _ B
food stuffs 4.8 10.1 8.7 9.4 24,2 24,1
3. Light industrial . \ , o .
_products 74.5 61.5 65.0 88.7 9976 86.9
4, Heavy industrial - ’
and chemical : B :
products 365.7 370.4 445,0 613,7 812,2 835.0
Chemical e - . ) S
products (55%8) (61.6) (82.6) (112.8) (130.6) (161.8)
. Metals (91.6) (98.7) (107.1) (115.6) (208.4) (181.7)
Machinery and B | | o |
equipment © o (21876) (210.1)  (255.3) (345.,3) (473,2) , (491.5)
5. Cthers ) i 202 1.3 1.6 504 ..],'2.7 ”1_207
Total Exports 449,2  445,1 522,2 720,6  951.2 958,7
Imports
1, FPood stuffs 75.6 112,3 113.2 134.5 351.3 456,0
2., Raw materials 97.8 97.9 98,7 158.7 193,.8 153,.6
3. Manufactured ' '
goods 16.2 19.7 - 96.3 137.5 110.8
4, Others - - L - 40,2 4,1 . . 3,2 3.3
Total Imports - 189%6 2299 252,1 393.6 685.8 723,7

Surplus/befiéit 259 .6 205,2 270.1 326.4 265,.4 235.0

' Source ¢ Cited in Table - 4
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Table - 8
JAPAN——ASEAN TRADE 1970-75
US § Million
Bommodity 1970 1971 . :1972 1973 1974 1975
' Exgorté _ o v

1, Food stuffs 54,7 61.5 57.8 11737 1112 69.5
2, Raw materials

& mineral fuels 25.9 33.0 28,9 3576 79.8 42'J0
3, Light industrial - B ‘

products 407.8 450,9 461,1 628.0 772 .6 749.3
4, Heavy industrial

and chemical L ‘ ‘ N N . 7 L

products 1,311.4 1,516.7 1,990.8 2,813,2 4,387.6 4,964.0
5, Others 8.4 12,6 22,3 1 26.0 58,0 94,7
Total Exports 1/e08.2 2,074.,7 2,560.5 3,620.5 5,408.6 5,924.5
Imports S ,

1., Food stuffs 140.6 223.4 274,06  385%4  733.9 1,246,7
2, Raw materials  1,134,2 1,126,1 1,071,2 2,155,5 2,709.5 1,549.3
3, Mineral | ' , ;

Fuels 440.4 568.0 873.8 1,508.4 3,996.9 3,150.6
4. Manufactured ' o S ‘

goods 16,2 19,7 - 362,2 508:4 404,5
5, Others 13377 14704 217.4 15.3 113 . 14,2
Total Imports . 1,865,1 2,084.,6 2,436.4 4,426.,8 17,960.0 6,365.3
Surplus/Deficit =56%9 -9.9 =124,1 -806.3 -2551.4 -440.8

/
Source: Cited in Table = 4,
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the Andonesiap war, and the successive Communist victory
/7

in ¢ egiopAand US withdrawal policy; the ASEAN partners
have realized that co-operation with their neighbours rather
than confrontation would serve their interest best, Aand at
the same time they realized that the only Asian country |
YWhich can substantiagly‘contribute to their economic growth

10 On the other hand’, Japan also after the US

ig Japan.
withdrawél from South East Asian scene is undersfood to have
been shouldering the economic burden of that region; sbecially
of ASEAN partners, Thus it‘is a policy of mutual help. The
event of 1972 has forced tham both) to come closer in respect

of trade and other economic relationship.

_Otherwise also Japan has got important place in
respect of trade with its ASEAN partners. ;it is the largest
exportér_éf goods to Indonesia and Thailand, the second
largest to the Phillippines and the third largest to Malaysia
and Singapore. Japan also supplies largest volumes of |

imports to many of these countries.ll(see Table-9),

10. Raichaudhry, S., "Japan and the ASEAN”,‘Amrita BaZa;
Patrika, 8 August 1977,

11. Sakurai, Yoshiko, "Japan Views ASEAN in Newlight®,
Tribune, 30 March 1976,
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Table = 9

JAPAN'S FOREIGN TRADE BY REGION OF - DESTINATION

million dollars)

Country and Yeér CoTm Imports - -~ Bxports -
Indonesia 1970 - 637 . . . 316
1975 3,430 1,850
1976 4,091 1,639
1977 4,997 1,797
Philippines 1970 " 533 | 454
' ' 1975 ' 1,121 . : 1,026
1976 ‘ 793 1,114
1977 . 89T, 17100
Singapore 1970 87 423
1975 ] 399 1,524
X 1976 647 ' 1,531
1977 687 7 1,719
Malaydia 1970 . 419 . 166
| 1975 ‘ 691 566
1976 15362 - 704
1977 1,560 - ' .- 863
Thailand 1970 190 - 449
' 1975 : 724 - .. 959
1976 _ 848 1,070
1977 » 748 15360

J Source: Statist;cal Handbook of Japan, (’Tokyo,
1978)‘ p¢82‘
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aépanese economic interests tend to be more global
because of their scale and considerations of security of
investments. A number of studies have been made on Japan‘s
jfuture trade with yarious parts of the world. OQe projection
made by an economist’; Kanamori and some others by MITI have
concluded that Japanese exports to South Bast Asia will tend
to declihe; whereas her imports will increase., Japanfs
exports to South Bast Asia in 1970 conmstituted 25.4 per
cent of her export trade’ but in 1975, 20 per cent and in
1985 around 18,5 per cent. There is a tendency for Japan's
eprrts to Soyth East Asia to decline as a percentage of her
total exports, imports however will increase, At present
they are something like 16 per cent but in 1985 they are

expected to be around 19 per cent,

The above study reveals that in spite of all external
and internal domestic constraints, Japan will remain close to
ASEAN in respect of trade and aidﬁ However, her étraﬁegé
or policies migﬁt change from time to time according to the
situation and circumstances. As has been pointed out by
Kanamori, Japan will prefer to import more from ASEAN

region.

This above shift in Japanese policy has led Japan to
make more loans? aid and investment in ASEAN region which we |

wiil diécuss below.
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aid

The need to gain access to foréign raw materjals
hés led Japénese business to éhgage itself to make loans to
- foreign economies and to engage in overseas investments.
These activities afe patronized by the Japanese gévernment
which keeps a watcﬁful eye on overseas investmenﬁ by Japanese
£irms as well as on foreign investment in Japan, Technological
- assistance contracts also have been subject to validation

- through case by case'government screning.12

By 1970s Japanese industrial committee had committed
themselves to a new strategy that is foreign direct invest-
ment. The Japanese approach to international businessmen
has many characteristics of. a military campaign. This attitude
has aptly been described by Yanaga: “in the conduct of

foreign relations economic matters virtually monopolise

the government3 with the result that diplomacy becomes the

means to achieve economic ends. Without economic pIOSperitY:

Japanese independence and integrity would hé'meaningless.“13

12, Yoshida, F., "Inward and Outward Investment Policies
of Japan", (Tokyo: Ministry of Finance), 5 October,1971,

13. Yanaga,C., Big Business in Japanese Politics,
(New Haven: Yale University Press, 1971), p.3.
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From an examination of post-war development it is clear that
Japanese policies towards inward and overseas. investments

1
have been adjusted to the goals of the industrial strategy.

There are four types of economic relationship between
Japénese corporations and South Bast Asian nationse. They
are : (1) Trade, (2) Licensing; (3) Direct Investment’, and

(4) Indirect Investment,

Direct Investment N/

Out of these four categories, Japan gives importance
to foreign direct investment.15 The Japanese direct private
investment in ASEAN-totalléd ébout $ 4 billion at the end of
the year 1976; Alﬁhough} Japan is a new comer in this fielgd,
it has been catching up fast with the US and Western European
countfies ih ﬁhis field. At present, it is béing disclosed
by the Board of Investment reports that Japanése investment;
are second in tﬁe Philippines’ ﬁfggﬁi—EE—EEEE?GSia; first

in Thailandy and third in Malaysia, and lastly; has got a

second position in Singapore. The rate of Japanese

14, 1In addition, foreign investment in Japan has been restri-
cted because Japan feels that foreign control -of Japanese
firms would result in the introduction of foreign manage-
ment, which would not work easily within the traditional
framework of close Japanese Government business working
relationship in Japan, arises from the fact that both
parties view each other as instruments of national
policy. Yanaga, n.13, p.76.

-

15, Intarathai, Khorntong, "Japanese Development from the
'Viewpoint of the South Bast Asia", Japan Quarterly,
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investment in this region increased quickly, i.e. by 84.6

per cent from 1974 to 1977. 1In the near future Japanese

investments in ASEAN are making great efforts to obtain

Japanese investments in their countries.16

. The whole of Asia received about 21 per cent of the
total Japanese overseas invéstments in the decade’ of
seventies. This share rose to 23 per cent in 1975 and
expected to remain so in the near future?iugtii 1980.

The rest are dispersed throughout Latin America, Af;ica

and the Middle East, Thus Japan'®s trade and investments
are more widely distributed than they have ever been in the
past, although the share of US and South East Asia parti-

cularly seem to be more prominent, than others.17

vol.26, no.2, April=June 1979, pp.219-29.

16 . Direct investment is acquisition of shares. To be exacty
it is "the amount of direct investment = the number of
acquired shares x the market value of shares", But,
since the shares of most South Bast Asian corporations
are not traded in the stock market!, par value. When
shares in an existing corporation are acquired) the
value per share Japanese corporations have paid may
differ from the par value. Therefore, the amount of
Japanese investment discussed in the following pages
may not exactly be the amount of capital used to acquire
shares. But since Japanese direct investment usually
takes place in connection with setting up new companies,
the difference is small.

17. Romana,;Elpidio, R, Sta, "Dependency and Philippines
Japan's Economic Relations™, The Japanese Interpreter,
vol.12, no.2{ Spring 1978, pp.234-47.




55

F;;st, because of hérdening of US attitude to imports
from Japan in the early 1970s and increasing costs of land
and labour at home, Japanese investors are directing their
attgption to South East Asia; A projection by a Japanese
Bank indicates that by 1980 this region's share in Japanese
foreign investments will rise more than seven times to
24,7 per cent of the total; while Burope's share will decline
substantially from 24.5 per cent in 1973 to 14.7 per cent
and that of North America from 22.9 per cent inm 1975 to

17,7 per cent in the year 1977 and onwards.

Then secgpéiy,'Japanese reserves are close to
$ 5 billion. AApressure to get them to revalue the yen
would but fail. The logical thing would be to raise invest-
ments.t® At present the reserves equal to sbout $ix months
of imports?lthié,allows Jhpaﬁ to fulfil its intention of
doubling the aid, Furthermore when it was announced that
all “"advanced countries should give 1 per cent of their :
GNP in foreign aid to the developing countries, Japan ‘//
responded quickly to this policy. US is lowering its aid

'and investments in that region); thus paving the way to h

18. According to current international practice,
foreign investment includes loan, shares and other
securities, branch establishments and other property.
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Japan to raise its aid and investment in ASEAN region.

This we can see from the table-10 and table-ll.

N

Japanese investments in some of the ASEAN countries
is second only to US, However, Japanese relations and
investments in ASEAN are something different from what
they are in any part of the world. She is making "package
ipvestments", th:é}:qis, by helping the developing countries v
raising their exports for Japanese markets only., In South
East asil® only four counfrieS?‘Indonesia; Thailand%n 9
Taiwan and Korea claim 70 per cent of the total Japanese
foreign investments in the region, Just over 60 per cent
of the total Japanese'foreign investments at the end of
the fiscal ;ear 1975-76 was in the form of portfolios

investmentzo nearly a third in the form of loans and nearly

7 per cent in investments in overseas branches.

In the near future Japanese investments in ASEAN

might be at the top of the list. These investments are

19. Sometimes Korea and Taiwan are also included
under South Bast Asia.

20. Accordihg to Japanese convention this refers to shares
and other securities issued by subsidiaries incorporated
-in foreign countries. Similarly loans are made to a
branch, subsidiary or a joint venture in foreign
countries.
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Table - 10

JAPAN *S BILNTEkAL CO-~-OPERATION TOWARDS ASEAN COUNTRIES (19763

Indonesia
Thailand
Philippines
Malaysia
Singapore
ASEAN Total
Asia |
World

Official Development Assistance

Grant Assistance Technégg}:ehésih T otal Government loan Tot al
Amount  Share Amount  Share Amount Share Amount  Share Amount  Share
1 1.3 12 11.1 13 7.0 188 33.1 200 26 .6
- - 8 7.4 8 4,3 35 6.2 43 547
20 26.0 7 6.5 27 14,6 49 8.6 76 1051
- - a 7 3.7 4 2,2 30 5.3 34 4.5
- - 1 0.9 1 0.5 4 07 6 0.8
23 27.3 32 29.6 53 - 28.6 306 53,9 359 47.7
69 89.6 54 50.0 123 66 .5 458 80.6 581 77.2
77 100.0 108 100.0 185 100.0 568 100.0 753 100.0

) 1

Source : Far Eastern Economic Review, 10 March, 1979.
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Table = 11

JAPAN'S BILATERAL ECONOMIC COOPERATION TOWARDS ASEAN (1976)

US $ million - o .

Direct Investment Others Export Total " Total 1960~76 Acéumulated
Country ‘ ~ Credit | e Total
e : Amount-- -Share - -Amount -Share-  Amount Share - Amount- Share - -~ Amoumt-- - - Share - -
Indonesia 785 40,0 128 15.8 909 33,0 1j110 31,7 45092 16 .9
Thailand 8 0.4 137 1%7 . s ofi2 38 1.1 486 2.0
Philippines 56 279 121 1593 177 = 6.4 253 7.2 1,544 6.4
Malaysia 45 2,5 2 033 47 1.7 81 2,3 634 2,6
Singapore 56 2.9 4 05’ 51 1.9 57 1.6 420 1.7
ASEAN Total 950 48,5 231 29.2 1,179 42,8 1,539 43,9 7,176 29.6
Asia | 1,045 53,2 396 50.1 1,441 52.3 2,022 57.6 13,486 55.8
World 1,965 100.0 790  100.0 2,755 100,0 3,508 100.0 24,184 100.0

Source: As cited in Tahle - 10.
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ﬁainly concentrated in textile} steel, mining, chemical
praducts;'électrical appliances, and mechanical products’y

which are the basic industries of the region.,

Foreign Investment By Region

Investment in Indonesia, a rich source of fuel and
other raw materials, had increased to $ 612 million as 0/
against total US investment in the country of $ 843

" million., Total Japanese investment in Thailand had already
cross the $ 100 million mark by March 1973 and more than
doubled by the end of the year 1976.

In Philippines’, it totalled around $ 45 million in
the beginning year of the formation of ASEAN, and had
reached $ 78 miliion now. But Japanese share in foreign
investment in Philippines remains low at 10 per cent, while
the US share is a little over two thirds. In recent years
Japanese investmrs seem to be keen to buy up the US interesf
in the Philippines{ one of the important examples being
the acquisition bj the Mitsubishi Corporation of a 20 per cent
equity shares in the Ayala corporation. Japanese companies

have recentlyZIShown interest in copper mining and smelting,

21, The Far Bastern Economic Review, 28 August, 1971,
P.73.
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afforestation programmes’, ship~-building and the tourist
industry. fhe cumulative total of Japanese investment in
Malaysia increased from about S 36 million to é 62 million’
most of this going into mining, wood and pulp products and
manufacturing. Singapore), Hong Kong, the Ryakyee islands
| and the Republic of Korea have also attracted Japanese
priVate capltal. Investment in Singapore rose ten fold
between 1969 onwards to $ 244 .8 million with investors
interest,; compressors, black and white colour television

carbide .

xéé;t of these investments are largely in the form
of joint pafticipation with other entrepreneurs. 'Secondlyi
such investments rely more extensively on loans and are
engaged generally in single-product or simple processing
methods. These investments are usually in the form of
a "package", incorporating finance; technology, market

outlets and even personnel from Japan.22

/It is clear that this move towards mamfacturing and
industrial investments merely reinforces its already active

trading patterns in South Bast Aasia,

22, For details see Alien, T.W., Direct Investment of
Japanese Enterprises in Southeast Asia : A Study of
Mot ivations’;, Characteristics and Attitudes, (Bangkok:
Economic Cooperation Centre for Asia and Pacific
Region, 1973), p.27.
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Diréct investment tied to trade can be classified
into three types : (a) import substitution, (b) resourcy

-éxploitation, and (c) export oriented.

The import substitution type of direct investment
t%kés place when host countries impose barriers against the
importation of finished goods. The resource exploitation
type of investment takes pléce when corporations invest in
agriculture, mines’ forestry and fishing. This is} in
essence, the investment which enhances the flow of natural
resources from South East Asia to Japan. When direct
investment is not ailowed or is difficult as in the
Philippines, indirect investment is made to play the same
role. The egggfg/priented type of investment is rather
" a new phenomenon as far as Japan is concerned. Its purpose
is to produce industrial goods’, but unlike the case of the
import substitution type of investment%'the products are

not sold to the domestic market.

Since South East Asian countries’, especially
Singapore; seem to offer better economic'opportunitiesi
export oriented type of investment began to flow to this

region, "In conjunction with financial assistance through
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fereign aid, Japan has a substantial amount of private
investment in the region, Table-12, below shows the amount

of private investment distributed in ASEAN:

Table - 12/

JAPAN'S DIRECT PRIVATE INVESTMENT IN ASEAN: 1972-76

Country 1971 1972 1973 . 1974 1975 -
Andonesia 48.6  112,4  119,3  298.0 810
Malaysia 14.0 12,1 13.4 95.0 200
Philippines = 29.0 4.5 9.7 30.0 130
Singapore 8.9 15,1 42,2 20.0 170
Thailand 12,7 8.6  29.6 20.0 160
Total ASEAN  113.2  152,7  214.2  513.0 1,470
Total '
Pacific asia  167.1  236.5  401.5 NA NA

Source: Extracted from Kershver, T.R., Japanese
Foreign Trade, (lexington, Mass: D.C. Heath &
C_o., 1975)0 p01410 '
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As a group ASEAN has absorbed the lion?®s share of Japan's
private~investment in Asia, taking 78.0 per cent in 1968

and 53,3 per cent in 1972, Mach of these investments arﬁy/
found in mamufacturing and in mineral extraction., Most of
the investments are vested in Indonesia, where they could
be found in mining (about 49%), manufacturing (largely in
textiles or 30%), agriculture, fisheries and forestry (70%).
Most of these investments are largely in the form of loans

and development credits.23

This pattern is contrasted to that of Thailand,
where much of the investments are directly controlled
ventures with‘thé\result that; that country has now more
Japanese owned or associated enterpriseé than any other

cduntry in Asia except TaiWanaz4

Japan though only secord to the US in ferms of total
value of assets invested, had a greater number of
subsidiariés:h Again the average size of'Japaneée invest-
ment is small because its investors prefer joint ventures.

There are not many 100 per cent owned Japanese subsidiaries.

23+ Sebestyen, Charles, n.5, pp.24-25.
24. Ibidop p0240



64

The typical pattern for Thailand, Singapote,»Malaysia is

a joint_ventufe on fifty fifty'basis. The Japanese
ﬁrefér:ed a joint venturé‘because they wanted to control
local distribution channel and needed_parties.to‘handle
domestic marketing, apart from the need for local expertise.
Besides joint ventures reduce the average amount gf

Japanese inves;ment.zs»

The distribution of Japanese direct investment by
industry is shown in the Table-13, The number of
| Japanese-investmenté vary from country to country. As
shown in Table-13, the largest number are Thailahd?s 98,
and the smallest are the Philippines' 14. The small
number for the Philippines does hot mean that she is not
ecdnomically attractive to Japan. On the contrary, she
isjone‘of Japan‘®s mést important source of natural’ -
resources in South Bast Asia, ‘Thailand, on the other hand,
offers little in terms of natural'resources; The 'sum
of,Jaﬁanese’direct investment and'indirect investment
(mostly lohg term loans) is larger for the Philippines thah,

for Thailand. But there are more “Japanese" corporations

- . '

25, Calculated from Tsurumi, Yoshi, The Japanese Are
Coming, (Ballinger: Cambridge, Mass, 1976), p.252.




DISTRIBUTION OF JAPANESE DIRECT INVESTMENTS
BY INDUSTRY

- ¢ o u 8 t.r 'y

Induét - s ’ -
Y Thailand Singapore Malaysia Indow 'Phili-
- : o : nesia - ppines-
'''' 1 2 3 -4 5 6
Agriculture’
Forestry, _
~Fishing 3 X X 16 X
Mining 6 X 4 1 4
Manufacturing 89 37 46 42 .10

(&) Food, beverages :
and tobacco 5 - 3 4 4 1

- (B) Textiles
1. Spinning &

weaving 27 6 3 12 1
2, Garments 17 2 2 10 1
3, Industrial :

textiles 3 1 X 2 b 4

(C) Chemicals 16 7 - 16 8 1

1. Paints, ink 5 2 1 2 b4
2, Fertilizer,

insecticide 2 X 2 p'4 X
3., Drugs ' 1 x 2 3 x
4, Soap &

cosmetics 2 2 3 1 b 4
5. Batteries 4 1l 1 1 X
6. Plastic ' : '

products 1 2 4 1 1
7. Others _ 5 x 3 - X x

(D) Metal Fabrics 17 7 8 7 2
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Table- 13 (contd..)
1 2 3 4 5 6
(B) Household _
appliances 9 1 4 2 3
(F) Machinery & . '
equipment 7 3 ’ 3 5 1
1, General ! _
machinery X X 1 3 X
2, Transport 7 1 ' 2 2 X
3. Ship-building '
& repairing X 2 X X
(G) others 8 10 8 4 1
1. Paper & paper
products X 1 2 b X
2, Rubber '3 1 b4 X x
3., Glass 1 X b4 1 X
4, Cement x 2 1 X X
5. Construction
materials (not
classified : :
elsewhere) 1 2 4 X x
6. Printing 2 2 b 4 1 x
7. Others ' 1 2 1 2 1
Total =~ 98 37 50 59 14

Source: Yashihara,Kunio, "Japanese District Investment
in Southeast Asia", Occasional Paper No,18,
(Institute of Southeast Asian Studies, Singapore),
November, 1973, p.6.
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| '(COrporations with Japanese equity participation) for

Thailand than for the Philippines., This is primarily due

to the difference in the political and the economic climate.
b

To be concrete’, until recently, control over Japanese direct

investment was much less in Thailand than in the Philippines.

Thé relétively smali number for Singapore is
probablylbecauSe of her domestic market is smalls, The
smaller number of ‘'Japanese corporétionsi.in Indonesia
than in Thailand are because the former was not politically
stablé unﬁil recently and her economic policies had not

been conducive to foreign investors for some time.

Table~i4 also shows that concentration of invest-
‘ments are mostly in textile, especially in Thailand and
Indonesia. If we examine the indﬁstriai distribution, we
£ind that except for a few, most investments are very
small, But some investments are large. Thus, the invest=- -
ment in textilés; shipébdilding and tyres exceeds one |
million US dollars. The fact that the investment in
textile tends to be large partly explains the fact that
Indonesia has the largest average size of dapaneée

investment.

In Table~14, we wili.analyse the average size of

Japanese investment by industry in ASEAN region.
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Table - 14

AVERAGE SIZE OF JAPANESE INVESTMENT RY INDUSTRY
( unit : US § 1,000)

o u n

r

C
Indust —— '
Y Thailand Singapore = Malaysia Indo- Phili-
’ - ' - nesia ppines
) 1 ’ 2 3 4 5 6
aAgriculture,
Forestry,
Fishing 128 X X - 835 X
Mining 51 X . 811 450 895
Mamufacturing . 578 528 586 1,184 638
(A) Food,beverages ' ' :
v and tobacco 715 556 505 543 513
(B) Textiles 1,147 984 840 2,890 1,500
1, Spinmning & T
weaving 1,623 2,606 780 3,138 1,500
2, Garments 265 182 119 b4 X
3. Industrial )
Textiles 510 - 149 x 1,650 X
(C) Chemicals 144 98 244 . 363 137
1, Paints, ink 154 146 35 170 X
2, Fertilizer, ' .
insecticide 118 b 4 977 X b4
3. Drugs x x 509 613 X
4, Soap & ’ '
cosmetics 120 33 81 200 X
5. Batteries x 44 25 340 x
6. Plastic ' -
- products 115 142 68 185 b4
7. Others _ 188 X 120 X 137
(D) Metal Fabri- :
cation 389 216 518 538 1,844



Table-14 (conted.d
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1 2 3 5 6 -
(E) Household .-
appliances 172 142 224 363 154
(F) Machinery & ’
equipment 524 1,533 400 441 22
1; General | '
Machinery x X 80 413 22
2, Transport = 524 95 360 483 X
3. Ship~building
& repairing % 2,252 x X X
(G) others - 351 500 1,691 525 62
1, Paper &
paper . _
product > I 85 33 X X
2, Rubber 604 15773 x x X
3. Glass 428 b 4 X 999 X
4, Cement X 1632 12,416 X x
5. Construction
materials
(not class~.
ified
elsewhere) = 302 508 241 X x
6 Printing 34 394 X 561 x
7. Others 198 38 84 270 62
All )
Industry - 532 - 528 604 1,057 712

Source : Aas cited in Table-13, p.7.
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When we analyse the equity shares we can ciearly
see that it is higher in Indonesia than in the other four
ASEAN countries. This is because the Indonesian Government
is more willing to approve of projects with higher Japanese
equity shares since there is a shortage of local capital.
The average Japanese shares for Thailand were higher for
earlier years) but some corporations have reduced Japanese
shares under the administrative gquidance of the Thai
© Government, When more funds and enterpreneurship become
available in the future, the Indonesian Govermment will

probably ask Japanese corporations to reduce their shares.

Table-15 shows the distributibn of investment sizes.
In €zble-12 it seems that the number of corporations with
Japanese capital is impressive%’but as Table~15 shows',
the average amount of Japanese investment is small. In
the case of Thailand;'more than 50 per cenﬁ of Japanese
joint wventures conﬁained an amouht of investment less than
220,000 US dollars, in'MalaysiaT Japanese ihvestment is
smaller. About a half of Japanése investments in the

country are less than 122,000 US dollors,

There are six Japanese investments which exceed

five million US dollaré; the five are in textiles and one
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is in the cement industry.

" Another trend of Japanese investment in ASEAN
is in the form of trade. vainvestﬁent was involved) it
vwas indirect investment (loans) which was given for exports
or in the case of imports, for the futuré delivery of goods.
Butbthe imposition of the import substitution policy of
ASEAN] in particular, and it necessary for Japanese

corporations to make direct investments.,

There are now estimated five hundred Japanese
comg nies which are operating in South Asia and are accounting
for the 40 per cent of the total foreign investments in

that région'.z6

. The industrial stxgucture committee has said that
by 1980, 57 per cent of total invegtments will go to
develop natural resources and that 35 per cent will go to
South East Asias. In 1976/, Japan's share in the trade of
this region was about 26 per cent, 6f£ the outstanding

balance of private investment in ASEAN;27

_25- Japans Times Weekly, (Tokyo), vol.16, no.28,
| ‘T July, 1976,

27. Vishwanathan, S., "Creating a New Order in aAsia",
Amrita Bazar Patrika, 26 August 1977.
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Table - 15

THE DISTRIBUF ION OF JAPANESE INVESTMENT BY SIZE

Japanese Invest- Thai-  Singa- Malay- Indo- Phili-
ment- - _ land - pore- - -sia- - - nesia - ppines—-

Less than 100

thousand US § 28 12 23 4 4
100- 199 .22 6 6 5 1
. 200~ 299 7 6 5 4 1
300- 399 9 2 5 4 X
400~ 499 5 4 - 2 4 x
500- 599 6 X 1 4 2
600~ 699 3 X x 8 X
700~ 799 1 1 1 2 1
800~ 899 1 1 1 6 x
900~ 999 2 X 1 3 1
1,000~1,599 10 3 3 7 3
2,000~2,999 2 1 X 3 1
3,000-~3,999 X . X 1 2 X
4,000-4,999 x 1 x x X
Over 5,000 2 x 1 3 x
~-Totals 98 37 50 59 14 - -
Median (thousand
- Us $9 - 214 328 .122 601 510 —-—

Source: As cited in Table-~13, p.S.
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’izans and Grants

In the year 1961, Japan by joining the Development
Assistance Committee befame one of the donor nations._ Iﬁ
the same year the Japanese Govermnment established the
overseas corporation agencf,with South East Asia as its
main focus: Under this scheme Japan integrated a programme
of extending its technical aid to the countries of the region
by inviting their technicians for training in Japan and

sending its own techidical experts to them.

In the year 1966 Japan took another step by convening
a ministerial o nference of South East Asia. Since that
year, tﬁe conference has become a régular annual feature,
attended by ThaiiandﬁiSingapore}'Taiwan and South Korea.
" In sixtysix only,she‘took interest in the establishment of
the asian Development Bank (ADB), and committed a sum of

$ 200 million to the Baﬁk.'

\ Among other Japanese efforts in multilateral level

is help to Indonesia., Since the establishment of the

Suharto regime, Japan has been responsikle for ehsuing /

international co-gperation to providing aid to it.28

28, Kesavan, K.V., Japanese-Indonesia Relations During

Sixtigs, (Tokyo: Institute of Developmental Economies,
1970[ Fs p.72.
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Jépan‘s‘financial aid has improved year by year
and it is approaching the goal laid down by the Development
Assistance Committee. The main items covered are export
creditsﬁ official and ptivate,'official development
assistance and direct investment,‘officiél financing

ang private financing.

Among these exports credits are clearly powerful

means of promoting exports especially capital goods exports’y

v
from Japan and a part of official development assistance is

also closely related to exports’, when it is extended in the -

form of tied aid.

In individual relstionship with ASEAN, Japan's

contribution to Indonesiza in terms of aid and investment o
\

is sgcond only to US, Japan trained 15644 Indonesians from

1951 in fields ranging from agriculture to atomic develop-

29

ment , Japan also recently agreed to an united loan of

US § 565 million to help Indonesia®s oil exploration

prOgramme.3O

/

29.  Png Pohseng, "Japan's Relations with Southeast Asia",
- A&sia Research Bulletin (Singapore), vol,7, 1971-72,
ppo 704-50 i

30. The Strait Times, 15 May 1972,
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Japan has been Thailand®s most important economic
partner. The Japanese export of machinery and consumer
products such as automobiles has been on the increase for
a mnumber of years. James Sterba writes in the New York
Times as follows: |

In Bangkok, a Thal businessman wakes up by

a Japanese alarm clock, looks out of a

window made of Japanese glass% puts an

trouser's made of fibres supplied by Japan,

puts on a Japanese watch, drives to work in

a Japanese car, and watches on a Japanese

television set’ a Japanese melodrama dubbed
in Thailand. !

In Malaysia, Singapore and Phillppines also Japanese
contribution is enormous’, second only toW§Sﬁ The capital
.transfer from Japan in aid to ASEAN countries can be seen
in Table-16 below: |

- Table - 16

OFFICIAL BILATERAL AID FROM JAPAN TO ASEAN ——

 Country 7 71960 71963 T 1966 = 1970 © 1975

x/i;aonesia' 14,28 17,93 50,58 125,8 111.9
Malayska 0.04 0.18 0.38 - 12,3
Philippines 27,85 10,75 30,50 19.3 29.6

Thailand ‘ 0.32 3.23 3.66 - 15.5

e



76

Table - 16 (contd.)

~ _Country- - - 1060 - 1963 1966 — 1970 - - 1975 —-
Singapore 0,01  0.09 0.14 - 6.8
Japan's total to . ‘
ASEAN 42,50 32.18 85,26 145.1 176 .1
Japan's total S )
to world 77.66 128,12 234,78 371.5 432,0

Source : As cited in Table - 16, p.l41.

Over the years Japan;s official bilateral aid to the five
ASEAN countries has tended to increase. Japan, in-facti is
a member of IGGI, which has been assisting the economy of
Indonesia since the change of regime in that' country under
Suharto in 1967. Malaysia and Singapore are marginal

recipienﬁs in relation to their size and population,

N/ﬁut;while Indonesia has received the largest amount
of aidL the relative contribution by Japan to Thailand is
- - { .
iarger. For instance!; Japanese aid to Thailand in 1971,

constituted 32,5 per cent of all aid received by the latter
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in that year. For Indonesia, the Japanese component was

only 25,0 per cent.32

_ Table 16 shows two overall trends of Japanese aidy
ise. (1) the magnitude and impact of Japanese aid has
increased from nearly 5 times over the period from US § 77.7
million in 1960s to US $§ 432,0 million in 1975 what 1s more
striking is that élearlyvthe majority of Japanese aid was

directed to Southeast Asian countries, éSpecially ASEAN,

According to a report published recently by the
Development Assistance Committee (DAC), a club of seventeen
non-Communist donor nations’, Japan became the third largest
giver of official Development Assistance (CDA).33 From 1971
to 1975, Japanese grants and loans to developing countries
totalled $ 3%4 billion, of which $‘1;5 billion or 43 per

cent had gone to ASEAN,

~

32, Chee Meow Sesh and Linda Seah, "Japan ASEAN
Relations’, New Perspectives on an old Theme",
Pacific Community, vol.9, no.l, October 1977,
PP. 109-10. '

33. ODA means Assistance of a comressional nature; that
is given by the governments and their agencies of DAC
member countries in order to help developing countries
improve their living standards. It includes bilateral
grants and loans to needy nations and contributions to
international organs such as World Bank,



In the year 1977, Japanese development assistanCe
was expected to reach US $§ 1 billion, of which 46 per cent

was earmarked for South East Asia and especially for ASEAN

alone.

‘General grant assistance has increased 2.2 fold
from 18,0 billion yen in fiscal year 1977 to 39.0 billion
yen. A&s for aid for promotion of food production’, by which
Japan offers agriculture materials and equipment, such as
fertilizers and farm implements, has also jﬁmped 2,2 fold
from 6.0 billion yen in fiscal year 1977 to 13.0 billion

yen,

Of Japan's. total budget for technical cooperation
more than 60 pér cent ‘is diSpersed'by the Japanese Inter-.
national Cooperation Agency (JICA); Expenses for technical
cooperation, which form the mainstay of JICA's budget’, have
also been increased by 17.6 per cent from 25.3 billion yen
in fiscal year 1977 to 29,7 billion yen. The increase,
though falling short of the 19,7 pef cent increase foi
fiscal year 1977, iﬁdicates tﬁat Japan's technical co-

operation still continues to show substantial growth.34

34, "Development Assistance", Asian Recorder, vol.24,
no.35, 27 August—2 September, 1978, pp.14477-78.
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All these schemes helped ASEAN to improve its own
econolmy vis-a-vis Japan's also. Though Japan is spreading
well over throughout the world to gain access to raw
materials and. fuels, using aid and trade as a vehicle of
its economic diplohacy; ASEAN has got an important pla€e in
Japan's foreign international economic pdlicy; The impre-
ssive aid given by Japénese Government can be seen from
1972 budget, when Japan'Spehds more than 90 per cent of the

. 3 P
govermmental help of $ 610 million given to ASEAN countries. >

On bilateral grants level’, Japan's reparation
payments‘haVe formed an important basis. Japan successfully
fulfilled its obligations- to various nations and only
payments to the Philippines fulfilled in 1976. 1In addition
to this Japan has extended substantial economic assistance
loans to the countries of the region. From the above
analysis it is clear that Japan and ASEAN are one of the
importaht trade partners; ASEAN on its part gets the
maximum capital from Japan to help and‘speed’Qp its own

economy .

On the other side, ASEAN is also an important trade

partner for Japan, which fact is quite visible. Japan

35, Shinroluvozaki, "lessons from the Riot", Japan Times
Weekly, vol.l4, no.6, 9 February, 1975,
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simpiy cannot avoid the importancé of itg one of the biggest
trading partnér in the Pacific region. 1In spite of all the
trade deficits, both the partners suffered during £he decade
1967 to 1977, both are still keen on maintaining theit trade
relations, Though some of the ASEAN menbers, like Malaysia

"~ and indonesia are bitter critics of Japanese economic expansion,
they have realized that Japan can help them out from their
economic crisis. Being developing countries, they need loans
and grants for their national development and financial
stability. Japanese Government is giving them the maximum
loans and grants, which they.do not get from any other country‘

except the US,

However, the Nixon shokkus has forced Japan to re-
evaluate its economic strategy, not only in.trade but also
in foreign investment, introduction of new products,
modernisation of equipments; development of export market and
So on are undertaken'at_the initiative of the enterpreneurs.
The main role of the MITI is that of conceptualizing policy
goals and persuading a guiding 1ndﬁstry towards such goals.
Further this conceptuslization is done while seeking the

congensus of industry, consumers and men of experience and
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learning. This relationship rests on trust and enterprises
and cooperation between the government and enterprises
and this trust and cooperation is what has made Japanese

industrial policy sucéessfu1.36

36 . Hayansi, S., "Japan!s Trade and Industrial Policy",
MITI, (Tokyo), 5 October, 1971, p.l4.



(—Ifxépter - IIX

JAPAN'S ROLE 1IN THE ASEAN REGION AND ITS EFFEET

. ON RELATIONS WITH USA, USSR AND CHINA
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. Japan was forced to conclude a Peace Treaty with
Unlted States of America after the end of World War II.
Since then; Japan_has been compelled by the security
alliance to work within a pro-US and anti-Communist
framework. On the otherhand, by loosing the war at the
hands of the Ailied Powers, Japan also had to leave her
South EastyAsian colonies; It was, thus, difficult to
reestabllsh the broken link, especially when the latter
had experienced a colonial life under Japan: Japan 1ost

both her prestige and economy because of her colonial past

whi?h it failed to retain,

That is why during 1950's many Japanese scholars

and politicians used the word 'Orphan of asia'! to

describe the position of their country. In economic sense,
the_term orphan was used to mean that Japan had been

thoroughly stripped of all its pro-War economic strength

and that it had become a prostrate nation.2 It was also

1. Kesavan,. K.V., MJapans South East Asia Policy™, ..
. Institute for Defense Studies and Analysis Journal,
vol .5, nos2, Octdbe: 1972, pp.301-20.

2. Masamichi, Royama, "Ajia no Nashinariseemu to Niha",
Chuokoron (Tokyo), Janmuary 1952, pp. 248-56.
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argued that by entering into a peace treaty with US,
Japan had deliberately turned away from its neighbourhood

- of South East Asia.

However, the idea that US had in mind was that
_ {because of Japanese economy and the way it manipulated
its war-ravaged country to an advanced industrial natidﬁg
Japan could playAa positive economic role in South East
Asian hation and could be a bloc to the Communist powers
to enter there:- For United States, USSR was mumber one

Communist power rather than China.,

’

Since then Japan is a élose ally to US: But the
1972 Sino-US rapprochement followed by USSR and US detente
forced Japan to rethink about its security alliance
with US, Then the two Nixon shokkus forcedi?ﬁ?ﬁé&e
bindependentiﬁoreign policy: Basically Japanese fofeign
policy, what one can safely assume, -is economic foreign.
pdizcy:v Because of its strategic position, and lackr
of raw materials, it has to depend on outside source, for _
the supply of vitai raw-materials’, without w'hich‘ its entire

economy will collapse within no time..
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Since the initial Nixon shocks of 1971-72, a
number of diplomatic moves have been initiated, including
the extension of official recognition to outer Mongolia
and tQ'Hanoi, and to the new states of Bangladesh), the
despatch of an official mission to Hanoi and an agreement
with the Soviet Union concerning the development of oil

fields in Siberda 3

In spite of all the differemces, however, there
are certain fields where Japan and US.afg bound to help
each other and to co-operate with egch other as far as
their interests do not‘clashv‘. In fact, sometimes Japan
is more dependent on United States than the latter on

the former.

The Asian Context of American-Japanese Relations

The Japan of 1972 was not the Japan of 1902, 1922
or 1932: Similarly both the United States and Bast Asia
have undergone massive changes in recent decades: There
has been great change in the structure of Pacific-Asian

international politics. The continent of Asia is no longer

3. Hosoya, Chirig4.,'ﬁhe Foreign Policy Decision Making
in Japan', World Politics, vol.26, 1973-74, pp.353-69.

&



85

the vacuum of oowe:, it was during the period immediately
after World War II., The two most formidable military
Powers - USSR and China — are there to compete with each

other With the third,Powe;, America.

~ The scene in‘South.East Asia has also changed;
Vietnam, after the independence has emerged as one of the
strongest Communist threat ﬁo ité ASEAN neighbours; The
continuing disturbance in Cambodia and Laos etc: are also

not letting ASEAN neighbours to sleep_peacefully;.

The withdrawal of United States "with honour" from
Vietnam war gave a setback to American foreign policy in
"Asian soilll on the one hand Soviet Uhion and China's
forceful penetration in South 3ast Asia and other Asian,
region, changed the existing balance of power in thé region:

‘And on the other hand "Dullesian Peace Policy" in Asian‘

region became outdated and invalid.

In this changing circumstance what role Japan should

play then,was a major question during the early 70s.
Though the critics asserted that Japan had no foreign policy,

but only a programme of economic expansion.

{
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| It is worthwhile to remember‘that Japan came under
the umbrella of Unitedvstates immediately after World
War Ii, but the relationship though ﬁneqoal'no doubt,
was very beneficial for Jepan: Japan achileved a
"minimal-risk, maximal-gain foreign policy";.mThat is,
an intense preocoupation with economic growth§ developed’
with a vision of the world cost almost wholly in economic
terms, markets, sources of raw materials, opportunities
for investment:. Secondly, Japan got the American nucleaf
umbrella on her head, to protect herself from the threat
of its nearest Communist powerslike USSR, Korea etc.
Japan not only depended extensively upon the United States
to provide it with security, spending less than one per
cent of its GNP on defence, but it also undertook very
few ventures in political initiative. The changes that
occured in early 70's compelled Japan to shift its tradi-
tional pro-Us theory. United States on its part, though
dbn't welcome the change, never forced Japantor a come

baCk .

The Economic ‘Factor in Amerlcan—Jepanese Relations

In the course of presenting its recommendations

concerning Japanese trade and industry policies for the
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1970s, the Council on Industrial structure of Japan
captured the essence of Japanese economic échievement
since 1945 in the following passage:
"We have energetically climbed a narrow and
steep slope with our eyes intently set on
the distant clouds over the mountain, . Given
such -an effort, Japan's economy now stands on

the summit of the mountain and views the
wor 1d below."4

Within the industrial structures of these two advanced
- states, the major difference remains in chemical and

machinery, especially electrical machinery.

This maséive impressive economic gain which Japan
has acquired today is through the help of United States
which purchased from the Japanese market, and allowed the
nation deliberately to enter in the international economic
marketQ Yet, it is true that no amount of American
assistance would have sufficed had the recipient not been

prepared for its effective use,

In Japan the ratio of investment of GNP has been

approximately 38-39 per cent in recent years which is

4. Council on Industrial Structure of Japan, "Tradd and
Industry Policies in the 1970's", Tokyo, May 1971,
Pele
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double the rate in the Uhited States. This 1is also through
the'mutugl adjustment. of both the cogntries: Now Japan'’s
45 per cent of total official development assistance is
going to ASEAN countries_alone,'putting them ahead of all
the other IDC (less Developed Countries)~behindi This has
beén a policy of America, which deliberately allowed Japan
to enter into that region, to have a strong foothold,

especially after the Vietnam war.,

These are some of the factors which constitute the
central reasons for the strong competitive position that
Japan has established and held in the international market

in recent years.

Howe#er; the friction in economic field started
with the dumping of Japanese goods in American marke@j
US exports to Japan in the main were non—cqmpétitive,'
largely béing food-stuff and raw materials, while Japanese
@xports to US were highly competitive, centring on
textiles, iron and steel, electronic equipment’, automcbiles
etc, Since 1965, the balance of trade was in Japan's

favour.

5« For recent American evaluations of the sources of
post=1945 Japanese economic growth the current trends
- within the Japanese economy, see US Foreign Economic
Policy of the Committee on Foreign Affairs, House of
Representatives, 92nd Congress, First Session, 2, 3, 4,
and 8 November 1971, US Govermment Printing Office,.
Washlngton D.C., 1972.
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After the tense period of 1969-73, US-Japan
relations have again improved: Inv1974—75, thefhuclear
issue in La Rocque testimony6 apparently subsided after
US President Fordis visit>to Japan: Japan has rapidly
liberalized trade and capital restrictions which were,
for long, a target of Américan criticism, agd the US-
;apan trade imbalance (against the US), whigﬁ reached
| 5 4.1 billion in 1972, reduced to $ 1.3 billkon in 1973

and was further reduced in recent years.,

The Political Dimensions of US Japanese Relations

If ecohomic ties have constituted the foundations
of the American-Japanese alliance, the politica} and
military structure built upon that foundation is alsoc of
major importance both to the US and Japan,.and it has a

direct reflection to the ASEAN members.

After the security treaty signed with US, Japan
could get a “prestigeous position" if someone may call

- liberally, in international political system. With the

US help Japan could enter into the international

6. Pempel, T.J., "Japan's NMuclear Allergy", Current
History, Jamiary-June, 1975, p.l169.
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market, and slowly with US help only it has' become the

third largest’eqonomic giant of the world.

In late 70s Japan got a strong foothold in ASEAN
mafket; Tt is true that US helped Japan to enter into
the ASEAN scene: This was what Dulles had in his mind
that Japan by virtde of its advanced economic and industrial
base couid play an important economic role in South East
Asia analogous to a role they assigned to West Germany in
Eurcjpe/.'7 The weight of evidence since the Communist
takeover of all the three countries of Indochina in 1975,
is that US no lohger considers it necessary to play a
strategic role in mainland South East Asia: Now, that
Vietnam is 'lost' and China after the detente is no longer
perceived as the arch instigator of Communist aggression,
there is no strategic purpose to be served by maintgiﬁing
US troops in Mainland South East Asia: Washington prefers

to reduce direct military commitments to a minimum, so

as to keep its options open in the event of an emergency.8

7. Kesavan, n.l1l, pp. 311-12,

8. Presidential Review Memorandum,. quoted.by. Rownald.__

Evans and Robert Novak, International Herald Tribune,
9 September, 1977.
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Furthermore, US is preoccupied with other important issues

and areas of the globe - such as Middle East, black

nationalism in Southefn Africa, thé shifting alliances

in Horn of Africa, the strategio Arms Limitation Talks, -
detente and containment policy: As far as ASEAN is

concerned US had made it clear that American presencéd in

South East Asia is to be an economic, rather than a military

or overtly political one.

Thus, it is US's deliberate policy to allow Japan.
to enter in ASEAN reglon, and to trade with them.‘ However,
~ Japan though a major economic power in the region, has
kept a low profile for the past so many years as far as

political involvement is concerned.

Though after the two Nixon's ;hokku;, Japanese
foreign policy has téken an 'independent" course, especially
with South East Asian countries, the level of Japan-US
reiations remainirng all the more same: Theo;independent:
action of Jspan in South East Asia is recognition of
Vietnam and the massive aid given by the former to the

-1atter. South East Asia however will remain important

for US, inspite of the low level of political activity.
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In order to achieve a political equilibrium as
in Europe? the US sought to align the non-Communist countries
of South East A51a. This concerns her strategic political
interests so wide that it becomes difficult for it, as
Buchan has observed "to be quite sure where its vital

1,10 Thus, until the early 1970s

interests really lie%,
'South East Asia remained an area of vital'importance for
the US}1 and a "part of the American defence perimeter"jg2
The command of the South China Sea and the Malacca Straits

_ remaiﬁed the basic American objective in the South East-
Asian waterszb The US bases in the Philippines were useless
~unless an effective control over the South China Sea
was\maintained:‘ Both the Stfaité of Malaéca and the South
VChina Sea were vital fér the Western Powers during their
involvement_in-vietnam: With the withdrawal from Indochina
“"with honour"lsthe Nixon Doctrine,éeclared that the US

- would support only those govermments which showed capacity

9. Kennedy, D.E., The Security of.Southern Asia (London,

10. Alaister Buchan®s interview in US News Agency and
World Report, vol.78, no,26, 30 June 1975, p.26,

11, As against the opinion expressed by the then US
Secretary of Defense), James Schelsinger, in an
interview that South Bast Asia has a "very slight
weight", The Straits Times’, 24 March 1975.

12, Kennedy, n.9, p.30.

13, As was observed by Nixon be fore the US Congress.
, UN News and World Report, vol,74, no.20, 14 May, 1973,
pp. 102"'4 .
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to survive and which could hold their own line against
any kind of threat. During 1970-72, ﬁhe US had given
5.3 billion dollafs in military and financial aid to
Saigon which it thought made South Vietnam "fully capable”
of defending itself from the‘"Communists";14

With this, US séértgg;pullihg out her forces froﬁ
South Vietnam and other ASEAN region. This shift in US
priorities and interests was a by-product of its rapproche-
ment with China, After the Sino-Soviet border clash of
1969, one of the top interests of the US in South East
Asia became the rehabilitation of both China and the Sovist
Union in the region in order to provide a South East Asian
dimension to the Sino-Soviet rivalry. Together with it}
the US sought to attain avsituation of multilateral power
presence and involvement in the region, in which a three-

cornered balance was to be achieved.

The Communist victory in Indochina’, however’; neither

adversely affected US interests nor reqiyired its over

invélvehent or a total withdrawal from the region. The

14. As was observed by Defence Secretary Laird, Melvin,
before the House Armed Service Committee on
8 January 1973, Ibid., vol,74, no.5, 29 Jamuary,
1973, p.1l4.

*



%4

supply of important raw materials came from Island South
Bast Asia and "the US will have access to those supplies
no.matter who rules Indochina"’.15 Since the Indo-China
War the security of Japan, Island South East Asia and
Australla_"as a matter of prime importance" for the US and
it had declared that a 'constructlve relationship with

16 -
China would thenceforth fprm the basis of US foreign policy"

The end'of Indo-China war further strengthened Washington's

will to strive for a favourable power balance in South

East Asia.17- A three cornered balance which was more

‘favourable to the US as China was tiited to its side on
the global 1eve1.18 Since}?hen, US istrying to strengthen
ASEAN'S military potential and political solidarity with

- the help of its allies and particularly the .United

Kingdom, Australia and J'aparf.19 Partly as a result of

15, US News and World Report, vol.78, no,15
- 14 May, 1975, p.29.
16, Ibid., vol .78, no,16, 21 Aprll 1975, pp. ,82-83,
17. Dr. Kissinger had observed: "We have learned at - '
: painful cost that equilibrium in Asia is essential to

our own peace and safety". Ibid., vol .79, no.25; -
22 December, 1975, P.27.

18, See Schelsinger s interview, Ibid., P22,

19. Pollard, Vincent, "Southeast Asia : Meeting Whose
Needs’“, Far Eastern Economic Review, vol.73, no.38;
18 September 1971, p.25. .
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US efforts and pmrtly to serve their own intereéts,the
Japanese have developed similar interests in ASEAN, The
US would be required to maintain its dominant posit ion
and influence'in Island South East Asia in order to
safegjard the secyrity and economic interest of -itself

and its allies.

The Secur ity Dimension in USfJ%panese_Relations

+

.Japan, though a great economic power is spending
1 per cent of its total GNP for the defence purpose-.20
Let us go to the central issue. Does a threat really exist
to Japan's security, and if so, from where does that
“threat come? In January 1969, in anvAsaHi survey, these

21 Of those answering, 32 per cent

questions were posed;
sﬁated that they felt a threat from another country
existed, while 52 per cent responded negatively: Of those
answering ‘affirmatively, 15 per cent cited China, 5 per

cent the Soviet Union, and 6 per cent the US.ZZ In 1976

N

20, Scalapino, Robert, American Japanese Relations in a
Changing Era, (New York, 1972, p.117.

21+ This poll is cited by Wantanabe Akio, "Reversion-of
' Ckinawa : The Changing US Japan Alliance”, Chuo Koron,
August 1971. .

22, It should be noted that as of 1969, the majority of
Japanese saw the basic interests of Japan as in
agreement with those of the US, A modified national
probability sample of 1,086 adult conducted for the
USIA by Central Research Service, Inc., between
1-6 September 1969.
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and 1§77 study, the Tsunoda report stressed that the major
thre;t to Japan's security comes from the Soviet Union;
These are the external threats, which Japan perceives.

Today, hdwever; Japan's main security perception lies with
the safety of its Sea tanker route, the life line of
Japaneseveconomicimiracle. over éohper cent of her

required mineral fuels'§re being transported daily through
these tanker routes; For example, in the year 1975,-78.per
cent of its oil imports came from the Middle East and

3 per cent from Africa, that is 81 per cent being transported

from points beyond the Strait of Malacca.

Though US is there to help Japan protect its oil
route, (a proviéion of their security treaty), nevertheless
situation remains tricky, for Tokyo: Because Japan cannot
afford alternative éources of supply in a Qar emergency,
at least .not in time; This dilemma forced Japan to depend
heavily on US nuclear energy; It is clear by now that
Japan has neither will nor wish to become a military power

once again., World War II has given it enough a lesson.

The pschychological fear, that Japan may become a military

power again, if comes true, will be definitely disasterous

for Japanese economy. In that case the ASEAN states may
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try to. stop her peaceful economic penetration in the

region.,

Thus, Japan would definitely prefer US presence in
the'region; ASEAN states on their part have every reason
to welcome US military presence on their soilt So that
there would be a proper military balance against Communist
Vietnam, so far the gréatest military power in South

East Asia.

We have discyssed all the three aspects of US-Japan
relations and its impact on ASEAN., The recent friction
between US and Japan in early 1970s though has changed,

will not have a greater impact, to be more precise, the
_ ; . >

future affect will certainly be evyerlasting. The world

of seventies is markedly different from the world of 60s.
Despite the detente, US would not like Japan to move
closer to either China or to the Soviet Union. Tt should
also be noted that bilateral trade and investment problems
between phe two countries will not disappear:A The Japanese
dependence onAUS will not dramatically change deSpite

~Japan's efforts to diversify her sources of food and raw
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materials as well as the markets for Japanese industrial

products.23

For the US, Japan will remain its largest overseas

trading partner. And with the recent full-scale Japanese
liberalization of capital investments’ there will be an
increased opportunity for American companies to invest

in J'apan.24

While dealing with South East Asia they will
need each other's hélp and cooperation, though it wogld
not be automatic. Specially for ASEAN region, Japan will

be dependent on US and vice versa.

Japan and Soviet Union

The Soviet Union is simuitaneously Japan;é closest
‘and the most distant neighbour.zs_ It is closer ih the
sénse of physical proximity. I£ is distant politically
Vand psychologically to Japan for some reasons discussed

below.

23. According to one estimate, 32,4 per cent of Japanese
exports and 31.4 per cent of imports will be with
North America in 1980s', as opposed to 34.1 per cent
and 34.5 per cent respectively in 1970.

Scalapino, Robert, n.,20, p.88.

24, Sato, Hideo, "US Japan Relations : A Japanese View",
Current History, vol. 68, no.4, January-June 1975,
p.181.

25, Stephen, John, J., "Japan and the Soviet Union : The
Distant Neighbours", Asian Affairs, vol.3, no.2,
October 1977, p.278.
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§ecurity Céﬁsid;raﬁion;

Japan perceives her main security threat from the
Soviet Union;26 Continuous Soviet occupation of .Japanese
islands of Habomais, Shikotan, EBtorofee and Kunashiri in
the Kurites in the main bone of contentionf The resultant
bitterness has often been compounded by Soviet harassment
éf Japanese fishermen and the vulnerability of Japan's
extensive trans-oceanic trade from Soviet naval presence to
the Indé-Pacific region. These coupled with the projected
withdrawal of USvground forces from 8outh Korea has generated
rethinking on Japanese rearmament; Japan, by herself,
however, cannot face a military confrontation with USSR,
thus it will work under the framework of US nuclear protec-
tion. It will contimue to deal diplomatically in a deft
manner. On the other hand, the Sino-Soviet rift has
weakened the Soviet Union's position in the sense that

\

Japan-will.not have to feel insecyre, at least for the time

being'from Soviet Union,

‘Economic Asﬁedg

The economic relationship of both the countries

started in the year 1956, followed by a gradual development

26 . Fukuda Takeo, "Japanese Foreign Policy from Now —we
Do_Not Choose The Road of a Militarist Big Power",
Aj%cho Geppo, Asian Survey Monthly, March 1972, pp.2-13:
Chira Masayashi, "The Various Problems which Surround
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of mutual trade and creation of possibilities for economic
cooperation in exploitating the natural resources of
Sibéria and Sakhalin: .'Both the sides seem to have
acknowledéed'tggt a totalib:eak down in Soviet-Japanese
relations is not desirable, given the prospects for
mutuélly advantageous economic cooperation and the need to

regulate fisheries conflicts.27

Moscow is also aware that a total deterioration
is Soviet-Japanese relations would work to its disadvantage

by increasing the incentives for closer Sino-Japanese
ties.28

After 1973 oil crisis, Japan has moved to what

one may assume . safely to a "omnidimensional diplomacy".
As Japan is‘one of the trading'coﬁntry, and its economy is
based on imports of oil and raw materials from abroad,

the vast oil and raw materials present in Soviet Union is

29

enough to attract raw material hungry Japan. - The coal

Japan", Ibid., February 1972, pp.30-41; and
Miki Takeo, "The Political Topics of this Year",
Jiva, April 1972, pp.123-27.

27. Péggy L. Falkénheim, "Some Determining Factors in
Soviet Japanese Relations", Pacific Affairs, vol.50,
no.4, Winter 1977-78, pp. 604-24.

280' :_[bid" p.607. ) ’
29, Robert, Scalapino, n.20, p.S80.

/
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in Yokutsk and Valuable timber in the eastern region are
attraction, for an energyg hungry Japan, the prospects of
developing these resources, with pipelines up to the sea

" of OKhotsk were alluring possibilities.3o

Soviet Union, on the other hand though a Super Power,
has very limited capital at its dispbsal to explore the
unlimited and unexplored, vast raw-materials she possesses.
In the other hand it needed Japanese capital and technology
and had sensed a possibility of utilising the Siberian

bait for gradually weaning Japan from the US alliance.

-

Negotiations were accordingly started in the late
sixties, but the progress was very tardy bééause of Soviet
insistence on long-~term low interest loans, and'Japan's
guarded attitude for secﬁrity relations. At long last/,
by the end of 1975, Japan and the Soviet Union could arrive
at 1 billion project agreement over Yokutsk coal, Sakahlin
gas and Eastern Siberian timber., For the time being, :but
there is too little possibility of agreement for further

ventures, since Japan's interests have been diverted to

30. "Japan's Role in South East Asia and the Pattern of
Its Relations with China, USSR, USA and India",
ndc Journal, vol.l, no.l, November 1979, pp.87-100.
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prospects in China and Alaska = countries with whom she
has better relations and understanding.31 However,

Soviet Union is waiting for a right opportunity ﬁo explore
'othér sources so that it can be close to Japan and her

econony .

USSR=Japan vis-a-vis ASEAN

Soviet Union's general policy in South ﬁast Asia
has remained that of "peaceful co-existence" which allowed
competition‘with the Western powers in political and
economic influence; In Southeast Asia, Soviet Unionis
policies were also determined by'its'gldbal objectives
.and by the degree with which the Western powers put upi
their stakes in that region or created problems for her
in thét area.32 In the militafy field it has often strived
to create a local balance as against a West'qunsofed

baiance.33

- The Sino-Soviet rivalry entered South East Asia

to an actual rivalry point only after the end of Vietnam

310 midol PP 93"94

32.  Soedjatmoko, "The Role of the-Major Powers in the
East Asian Pacific Region", Survival, vol.l4, no.l,
January-February, 1972, p.29.

33. Jukes, Geoffrey, "The Soviet Union and Southeast
Asia", Australian outlook, vol.31, no.1% Aprii, 1977,
p.175.
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war.34 Soviet Unionis interest prior to the end of Vietnam
war remained those of increasing ifs leverage vis—a?vis
China among South East Asian non-Communist governmentg,
Specially Soviet target is ASEAN, and to show a low-

level of interest and involvement in IndoﬁChiné in order
to facilitate China's support for Vietnam, which could
have been affected or had at least made China cautious if
she would have considered Soviet stakes and interests too

high in Indo~China.

For geographical reasons; compared to the US, the
Soviet Unipn was a more sﬁitable power to contain China
and check her activities against the hon-Communist govern-
ments of South East Asia. Undef‘such conditions Soviet
Union's coilectivé security plan, put fofward by

3? could have

L.I. Brezhnev in his speech on 7 June 1969
got favourable response from the ASEAN countries.‘ But
situation during the early 20s was not favourable for such

a plan as it could have been during the late 60s.

34, During the American blockade of Vietnam in 1972

- Soviet supplies to Vietnam were allowed- through

China. Southeast Asia Research Buﬁletln, vol 2
no,1, June 1972, p. 9330.

35, International Affairs (Moscow), July 1969,
' Ppr. 3-21.
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Nixon's Chins visit in 1972 changed the Soviet

perception of South East Asia. It started attacking China's

intentions in South East Asia.36v

It was also after
Nixon'S‘?eking visiﬁ that Moscow adopted a conciliatory
approach towards the ASEAN and some of its plan such as
"néutralisation".B7 After the 1975 Cdmmunist victory

in Indo~China region, although the ASEAN countries have .
established diplomatic relations with China they were in

no position to by pass or comp letely ignore Moscow for
the simple reason that it had emerged as a dominant foreign
power both in Vietnam and lLaos and was already the number

two naval power in South East Asian waters.38

Another aspect of Soviet ﬁnion'é interest in ASEAN
region was her concern to protect its communication lanes
through South East Asian waéersQ’ The attempts of the
littoral stites of the Straits of Malacca to nationalize

it have required the Soviet Union to declare its right of

36. A51a Research Bulletin, vol,l, no. 11, Aprll 1972,
pPp. 788A~B and 787«AsB

37. Ingovsky, Yu, "Asian Peoole's Struggle for Freedom,
Progress and Seourlty"' International Affairs,’
November 1973, pp.«29-~35. '

38. Jukes,Geoffrey, n.33, p.178:
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passage for commercial as well as naval vessels through
that stréiﬁs.39 Although both ﬁhe US and Japén have
similar interests in the Straits, Soviet stakes can be
considered higher; As governmeﬁts of the littoral states
are more friendly to Western bloc, they may prefer to

discriminate against the Soviet Union in times of crisis.4o

4

Although the Soviet navy is not expanding too fast,1 the

Westérn Pacific and the South China Sea are highly important
waters for the Soviet Union. From these waters it can

maintain any political leverage vis-a-vis the US, Japan

and China.

However, after the Vietnam war ASEAN has become an
area of low priority for the Soviet.UniOn.42 It conﬁinued
. its balanced approach towards ASEAE; demanding for a low
Western involvement through it in the region and ctiticizing

the pro-Western policies of that organization.43 When

39. Yaroslavtsev, V., "The World Ocesns and International
Law : Results of the Cargcus Session of the Third UN
Conference on the Law of Sea", Ibid., February 1975,
pp. 61-71. -

40, See Tun Hazgk's interview in Asia Research Bulletih,
" vol,2, no.2; July, 1972, p.989.

42, Ibid., p.l84,

ru—————

' 43. See Sergeyev, A,, "Political Realities and Security in
Asia", International Affairs, June 1976, pp.44=50.
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China declared her open support for the ASEAN, Soviet Union

‘was bound to side openly with the Vietnamese.

As of now, Soviet interests in South East Asia
are those of a global power who would like to retain its
diplomatic and strategical parity with another Super Pdwer
and would try to avoid anyvsuch situation which may drag
its feet into an armed conflict:r She wants to maintain
an equilibrium with Japan, in ASEAN region, as far as its
interests do not come in direct confrontation with Japan.
Becéuse of its low level of political activity in ASEAN
region, Japan is in no way blocking Soviet Union. Though
the latter will contimnue its.ideological fight, the main

target will remain either China’, or US, not Japan..

China-Japan and ASEAN Triangle

To the Chineée,lthe Japanese ‘économic miracles'
is not qnly a threat’, it is also an insult to their natiqn;
Today; they trade more with Japan than with any one elge;
but they do not praise Japan for her economic syccess' nor
do they put Sino-Japanese economic co-operation on a stable
long~term footing: According to the Chinese, “tréde no

longer follows the flag". "She needs to carry out an
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economic eﬁpansion abroad", Chou En=lai explained in

1972 summer, to the fifteen member Comrade of Concerned

- Asian Scholars (CCAS) delegation in Peaking: "Otherwise
she cannot maintain her ecohomy“; and so being a capitalist
system, following this economic expanéion" there is bound

to come with it military expansion, Is n't that so?“44

Peking Review on the other hand has commented that
“The Japanese :eéctionaries openly put forth two years
ago the slogan, 5with economy as lead and armed forces as
the backing' " Tt further commented that "in énergetically
carrying out an economic expansion in China;s Taiwan '
prov1nce, Japan's monopoly capital aims at turning Taiwan

into a ‘Japanese colony' amd re-occupying it. "45

Japanese, on their part, o not take the Chinese
seriously. The Jhpanese are more concerned that another
nation might get ahead of them in Chinese trade, than the
Chinese compeﬁing with them successfully in rest of Asia.
But a sharp growth in»Sino-Japaneée trade is rendered

doubtful by the limited possibilities of the Chinese

44, Unger, Jonathan, "Japan, the Economic Threat",
Survival, vol.l4, no.l0, 1972, p.40.

,45‘ Ibid., v.41.,
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extractive énd mamufacturing industries insufficient
infrastructure and inadequate financial solvency;46
Japan is likely to be averse to their rapid growth
and her dependence on the raw materials on a country
whichAapart from being nuclear is stillxvulnerable.to

sudden political change.

!
.

For China, Japan is important, but not the only
important partner for China's moaernization: West Germany
is a major collaborator and would be putting up world's
'largest steel plants in the Hopei province: The Dresdnef
Bank is extending credits up to 28 billion DM for this
project), largest given by West Germany to'any'country;
China has also her agreements with West Germany for mining

47

of coal, its liquificator”  technology, raw material

research, space fesearch, satellite technology and aviation
electronics: US collsboration is vital for off shore

exp loration aﬁd exploitation of-oilzh The prospects with
USA, and with Western Europe /6n the basis of 1977-78

agreement with the Common Market / testify to the fact
\

46, ndc Journal, n.30, p.92.
47. Ipbid. ' ot
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that Japan is not an important trade partner for her

economy .

Political Parameter

In political sphere, Peking will like Tokyo to
join hands with it’, and oppose Moscow. Specially after
the Nixon visit to Peking, . she considers Japan also

to come closer to her. However, Tokyo would not take

ES7

such risk. Iﬁ spite of Peking;s support for Japanese
claim to her four islands, Tokyo feels that Peking is
making the border iséue between Tokyo and Moscow more
complicated: Prime Minister Miki felt compelled to express

irritation: at the Chinese for complicating a solution

J%gfto thevterritorialriSSue.48 But in spite of all this,

¥

Tokyo tries to condget its diplomacy with great care
and caution, while seeking to capitalize on favourable
situation. It believes in systematically strengthening

relations with both by maintaining strict balance in its

dealings with them. This policy attributed to the then

Foreign Minister, Ohifa, described by the Japanese Press,
49
1]

or tight-rope diplomacy. What is

as "Tsunawatari Gaiko

48 . Stephen; né2§; p02710

49. Kesavarn, K.V., "Japan's Response- to-the Swing of
US~-Soviet Relations",. International Studies, vol.l1l3,
n0.4, 1974} ppg677-930
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interesting is that Japan is confronted with a similar

set of problems with both Moscow and Peking.

Japan-China in ASEAN Soil

Although the People}s Republic of Chiné waé prepared
to offset Western designs to South East Asia, she was not
reédy to enter into a difect military contest with the
Western Powers in the area outside her own borders;so
However, Chinafs defensive border was not considered as
her actual broader but much béyond that. It was thought
that the Western Powers, after dominating the entire Indo-
Chinese peninsula, might elect to strike on China proper,
and in that situation China would be forced to fight a
war on her own-territory. To avdid_this, China's primary
interests in Soutﬁ East Asia became firstly to forestall
Westérn attempts to dominate Indo-China and to help maintain
the independence and integrity of North Vietnam with a
friendly governmentvthere; secondly, to offset attémpts
by any power to dominate Iaos’, which was considered vital
for China's security interest ahd} thirdly to have a pro-

Peking or at least strictly neutral regime in Burma. In

50.. Mao!s interview to Edgar Snow on 9 January 1965,
quoted in Apalin, G., "New Period in Peking 's Foreign
Policy", Sergeyev, n.43, February 19269, p.8.
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order to safeguard these interests, China's imﬁediatev
interest in mainland South East Asia became that of
engaging\the Western Powers in Vietnam in which China?s
involvement should‘ﬁa of an indirect nature and the
stfuggle should be, a protracted one that could éive -
China a period of respite’, engage Western energy, and
attention there, and keep North Vietnam under the control

and influence of Peking.

Since the formation of ASEAN, China has considered
South East Asia as her possible spheré of influence and
acted in the direction of becoming a dominant power in
that region. In that Peking started "manipulating the

existing balance to her advantage"us?

In her strategy
to strengthen her position, China supported the national
liberation movements with longterm objectives and branded
th? non-Communist South East Asian govermments as "US
lackys™, "puppet reg?me" and "anti-people governments";52
Theée tactics were adopted to create a popular upsurge

against the Western powers, and to force the native

51+« Kennedy, n.9, p.35.

52, Peking Review, vol.ll, no.47, 22 November, 1968,
pp. 22-23. .
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governments to negotiate directly with Peking. Another
objectlve of China's pollcy in South East As1a; as
understood by the Soviets, was to force Washington for

a direct negotiation with Peking:53 China3s support

to the natlonal llberation movements has been marked by

a dual approach by whlch she seeks to maintaln relationship
both with the ASEAN non—Communlst govermments’, and the

Communist parties which are opposing these governments.54

With regard to the overseas Chinese (Nanyang),
China;s policy has been that of supporting them; as the
Nanyang's have enough control in_economies of some of
the ASEAN countries, for example', in Singapore, Malaysia

etc.

China;s‘politieal as well as strategical interests
also have been responsible for,hervpresent policy regardimg
the straits of Ma;acca: Her preeent policy is also
a outcome of Sino—Soviet rift: ‘Soviet collective secdrity

plan could have affected Chinal!s interests in South East

53. apalin, G., n.50, p.ll.

54. Hua Kuo Feng's Report 'to the Eleventh Congress,
Peking,Rev1ew, vol. 12, no.35, 26 August, 1969,
pp. 12-14,
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55

Asia.and therefore she bitterly attacked it.”~ China

also fears Soviet naval strength in the Pacific and

therefore sdught to limit it by supporting the stand of

Malaysia and Indonesia on the straits of Malacca.56

However, when her idea for a red Vietnam got

setback, it in order to contain the former's power

Peking supported the Pol Pot regime in Cambodia and gave

it a blank check against Vietnam and the Soviet Union.%?

Peking's support to ASEAN has also been reflected by her

1

desire to offset Soviet and Vietnamese influence., In

the beginning China had criticised ASEAN as a militarist

bloc established by the US in order to contain China.

After Nixon's China visit she adopted a conciliatory

58

approach towards ASEAN's policies. By early 1975,

China had started taking note of ASEAN's usefulness as

a regional organization?g and by 1976, during the visit

55. Ibid., vol:l7, no.28, 12 July, 1974, pp.ll-14,

56+ Ibid,; vol.20, no.41, 7 November 1977, pp.27-28;
and vol,21; no.4,-27 -January 1978, pp.24-25.

57+ ITbid., vol.ll; no.47; 22 November 1968, pp.22-23.

reeltteptmmneen

58. Ibid.; vol.15; no;ll; 17 March, 1972; PP.20-21.

Smatr—a——

58. Ibid., vol,18, no,1l, 14 March, 1975, p.l4.
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of Iee Kuan Yew to China, she started giving official
support to the ASEAN.so The timing of qhinais shift
of policy in favour of ASEAN is related,lon the one hand
 with the US and on the other with the growing rift between
Vietnam and the ASEAN as well as Soviet support to Vietnam
agéinst ASEAN:’ |
During the early seventies, she tended to accept,’
tactiy at least, a US military preseﬁce in the region, in
order to offset Sovietbnavallpowe: and the vacuum situa-
tion which could have been filled by the Soviet Unioh:61
China fegards the withdrawal of the entire US military
presence as being tentamount to its own interests, for
she is és-yet, not prepared to step ih to balance her

rivals, the USSR and Vietnam. Her«interests now have

become identical with the interests of the United States

and its allies in South East Asiag Vietnam's closer ties
with Moscow has been taken as a national insult by the
Chinese and\the drastic action which they have taken
against Hanoi may suggest the future course of their
policies; ?eking may tolerate anti-China governments but

not pro~Moscow governments in South:Bast Asia.

60, Ibid., volil9, no.2Q, 14, May, 1976, pi7.

61. Asia Research Bulletin, vol,2, no.3’, August 1972, -—
P.1088A. Also see Kissinger's interview in US News
and World Report, vol.78 , no.25, 23 June 1975, p.24.
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Thus, it is clear, that whatever-China:s ill-
intentién might be towards Japan, in South East Asia, at
least her attention is not directed towards the létter,
as her attention is divérted by the Vietnamese strigglé

and Moscow's support to their revolution.

On the other haﬁd, afteriNiXOn's rapprochement
with Peking, ASEAN allies, have also changed their anti-~
Peking view. Malaysia was first to break: the ice, in |
1974, iﬁ»oéened its diplomatic relations with Peking,
while thé other four ASEAN countries’, followed the_example

by joining diplomatic hands with Peking.

China®s interests by no means are being threatened
by Japanese presence in ASEAN region. Rather; the
presence of Tokyo is balancing the powef balance in that
region, which goes to Cﬁinese favour only; Tokyofs
non-political character in ASEAN is a gquarantee to Peking's

- : i
fear. Thus, China does not consider Japan as a threat

to her own interests in the ASEAN region.

Conclusion

A highly industrialized Japan totally dependent on

the exchange of finished goods, and high technology exports
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for import of food, raw materials and energy, has
increasingiy devoteé her'foreign policy attentibﬁ to
economic issues: Her concern for maintenance of
friéndly relations with all, éspeciélly her economic
partners, accounts for de-emphasis on military affairs
in her security pqlicy: She prefers to depend on the
US strategic protection rather than the creation of her
own defence potential:' The sucfessive US govermments,
at least through the decades of the sixties and

seventies took positions strikingly favourable to Japan's

economic policy.

The US however took its pound of flesh in many
early negotiations with Japanﬁ'particglarly in air and

fishing treaties..62

Yet; on balanceﬂ the relationship
with US was greatly beneficial to Japanese foreign economic
policy: Mbreover; US assistance was critical in gaining
the World Bank loans needed for Japan:s rapid industria-
lisation and in promoting Japan¥s entry into a wide

variety of multinational economic organisations in face

of opposition from the Buropean and oceanic states.

62, Yuichiro} Noguchi, ﬁihgg no keizai Nashogafizumu.
(Tokyo: Diyamondo Sha, 1976), Chapter-I,
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Without US assistance, Japan would not have got the
economic success, which otherwise with the assistance of US
reduction of a vast array of barriers that had been

erected against Japanese goods, particularly in Eurobe,
making possible much of the export success that Japan

achieved.63

It is clear that in many areas’, conscious or

unconscious help by the US proved to be an essential

international contribution to the Japanese economy.64

The

- Nixon shocks’;, however,, gave independence to Japaﬁese
foreign policy), while US continued to advocate a more
"cautious" attitude in dealings between the two countries;

China and J’apan.65 The mutual security treaty is likely

63. Giplin, "US Power and the Maltinational Corporation"
pPp. 109~11l; Langdon, F.C., Japan's Foreign Policy
(Vancouver: University of British Columbia Press,
1974); Patterson,Gardner, Discrimination in Inter-—
-national Trade : The Policy Issue - 1945-65, _
(Princeton: Princeton University Press, 1966),

64. Krauss and Sekiguchi, "Japanese Foreign Bconomic Policy",
International Organization, vol.9, no.4, 1976, pp.760,
Krauss and Sekiguchi calculated that a total of at
least § 1 billion was added to Japanese exports by
1971 due to the Indo~China War.

65. Itaruchiro Fukui, "Tanaka Goes to Peking : A Case Study
in Foreign Policy Making", in Pempel), (ed.0, Policy

Making in Contemporary Japan, (Ithaca: Cornell
University Press’, 1977),
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to remain the focal point in Japan;s relations with the
USA}'in spite of the fact that Japan can militarily
contribute very iittie directly to sustain the stébility
in the Pacific region:. The economic of the USA (and
Europe)-and Japan are likely to remain competitige
rather than complementary‘but this is not likely to cause

any rift between Japan and the USA,; at least in the near

future,

However, more or less Japanese independence from
US policy caﬁ be seen in economic relations with Soviet
Union. In 1968, Jhpaﬁ sighed a$ 160 million ILumber
agreement as first Ruéso~Japanese venture in the economic
development of Siberia. In 1971, Japan had overtaken the
UK as the largest capitalist trading partner of the USSR.
Particularly interesting in relations between two coufttries
was a project which would involve jointlJapan-Russo
development of the Tyumen oil‘fields and the construction
of a major pipeline, from the oil field to the east coast

of Siberia from which oil could be transported to JapanG.6

66+ On Tyumen, see Curtis, Gerald, L., "The Tyumen Oil
Project and Japanese Foreign Pollcy", Paper presented
at the Research Conference on Japanese Foreign Policy,
Kauai, Hawaii, 14-18 January 1974; Hitchcock,
David, Jr., "Joint Development of Siberia : Decision
Making in Japanese Foreign Relations", Asian Survevy,
vol,1ll, no.4, March 1971, pp.279-300.
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On the othef hand Soviet Union holdé out
Siberian develdpmeht prospects as an incentive to reduce
the flow of Japanese capital to China. The USSR is
perceived by praﬁ as her only and major military threat.
Her relatiéns aré likely to fluctuate from "cool to
warm" and it is quite llkely that Japan will 81gn a
friendship treaty with Moscow without prejudice to her
claim on the Northern Kurile islands. This would)

howéver, depend on the state of US-Soviet relations.

Tokjo does not view Peking as a major threat.
Poliﬁically the relations are likeiy to improve but
Japan is not likely to allow herself to be used by China
in her anti-hegemony posture vis-a-vis USSR, Because,
Japan and Chinazé mutual defence would represent a se:iéus
threat to the Soviet Union.®? 1In recent years, to an
increasing degree the Soviets are viewing Japan as an
autonomous power, potentially capable of threatening

Soviet interests.ég,

67, Kim, Young, C., Ja@anese-Soviet Relations : Inter-

action of Politics, Economics and National Sepurity,
(London: Sage Publications, 1974}, p.3.

68. Ibid., paZ.
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If we extend the horizon a little, it is qgite

conceivable that Japan would sooner or later acquire

her independent foreign policy. She may then effectively
play the kind of politicél role in ASEAN as énvisaged '
in Fukuda doctrine, vis-a-vie all the three Super Powers6.9

69. ;]dc Jour‘n:-.l’i', n'.30, p0980




Chapter - IV

FUTURE RETROSPECTS AND PROSPECTS IN JAPAN-ASEAN

RELATIONS
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There is admiration as well as envy for the eéonomic
miracle which Japan has brought in the face of adverse
circumstances. But it“not a one sided success story. Her
economy‘today is a reflection of its colonial past. ‘It
is basically based on import of raw-material and export
'of finished goods. Almost 90 per cent of its raw-material
requirements are met from abroad. She has to depend on
foreign countries for oil, copper, coppra, rubber, iron-

ore, silver and steel etc.

So far as her land is concerned 80 per cent of
the land is non-arableQ Therefore,'Japan.has no option
but to meet her food requirements from foreign countries,
Japén’ being a litteral state is well endowed with a
‘ucrative fishing industry and is a major exporter of
fish), but on the othefhand she imports otheg'essential
food articles), viz., milk} bread, butter, éugaf? soyabean,

banana, fruits, ¢oconut and meat etc, in a large cquantity.

No doubt, she has recuped well after an unaccountable

economic disaster, which it faced at the hands of the
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Allied Powers, during the concluding stages of the World
War II. Going back to the mid-forties, one can decipher
the fact that nearly 80 million Japanese were jobless),
hunting for food, shelter and clothing in a ﬁotallé
resourceless andvdry soil of Japan where,not more than

. 18 per cent of the land is arable;

During the pre-War days Japan's economic base
resided in her colonies. One can well imagine the troubled
waters Japan found itself inj when she lost both her

colonies as well as had to contend with a shattered economy

at home.

Economic revival was no easy task for Japan during
the changed circumstances. She had to all the more bank
upon foreign countries for raw materials’ for industrial
and national development;v Viewing in this back drop we
notice that all her domestic gs well as foreign policies
were motivated towards increas£;§ total output. Since
she was'all the more relying on foreign raw matérial?
there was tendency to find access to markets abroad for
finished goods, inorder to achieve a favourable balance

of payment.
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(;11 the economic policies persued by Japan have
brought about favourable ends to her., The first 20 years
after world war II, have launched Japan as one of the
leading industrially developed nations; According to some
Scientist:, the twenty-first cehtur& ﬁill be of Japan.1
As such she has a vital role to plsy with the neighbouring
nations. Japaéﬁgblicies on the otherhand cannct just be
viewed singularly. United States has also had a very
important part in the deliberations although indirectly.

TeUS is mainly concerned with the task of checking Communist
_influence; This has been one of her major global tasks.)
American debacle in Vietném was a cause enough for her to
realise that its presence in the region was not the solution
to check the Communists in Indo~China, rather the'attempt
"proved a total disaster; This holocaust resulted in a
restrufting of priorities and policies on the part of the

United States administration, the end of course remaining the

1. Kahn, predicts that "owing to Japan's high savings and
investment rates (abour twice to that of America's)
intensive edjcation system, and the way in which its
incredible achievement oriented society has now got its
institutions accustomed to the momentym of growth in this
innovative stage", Japan will continue to be at the top
of the world growth ledye. Kahn Herman, no.7, p.117.
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same, that is to check the Communist influence.

In ofder to make things simpler she has had a
compromising ally in Japan, who in turn relied to a great
extent on American'supply of réw material and food stuffs.
After World War II, US wanted Japan to play an impbrtant
role in mainland South East Asia; For nearly two decades
Japan remained in the soil of_that region; Beipg an Asian
country; Japan had a historical link with the latter
countries; Bécause of this link, US assigned Japan to

play an economic role with limited wvulnerability, if not a

poliéical one.

Thus, we see that after the Vietnam War, both
Japanese and US's role has been complementary to each
other., Since after the Vietnam war Japan's role in
particular became four‘dimensiona1$~ That is to (1) keep
mainland South East Asia nearer to the Western bloag
(2) maintain a distance from USSR and to a limited extent

from China as well; (3) keep South East Asia's strategic

2. The US actively assisted Japan's economic growth and
later on economic and politically. The modalities of

this would merit much more detailed treatment, For example,

the relstionship between Japan's high growth rate and
relatively low level of foreign capital in the economy.
It is clear that higher foreign investment would have
. resulted in lower growth rates. The overall strategic .
political objective of US imperialism was “stronger

Japan", Did the US therefore use to keep down its invest-
ment in order to help maintain the growth rates in Japan
which it required strategically? Halliday.,John, A Poli-
tical History of Japanese Capitalism, ( New York:
Panthew BOOkS, 1975)' po467'
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importance to a safe distance from the Communist blockand
last but not the least to maintain the region as one of
‘the important source for raw-materials and foreign

capital investment . -

From‘Japan's side, it was a prosperous business;
The Jap;nese have a heavy stake in South East Asia —
politicalj, economiclgs well as strategic; Thus to operate
too close to the region has not been a problem, neither

it was a loss to it.

The suspicion,

Japan's relation with South East Asia is basically
economic. It may not 1like tb play a military role in
this region. Not even a limited naval role in order to
'safeguardAher vital communicatione lanes in the regionis
water. A military or naval role by Japan will make thé
South East Asiahs more cautious about Japanese intentions
And may prompt them to block her peaceful economic

penetration into the region.

It would be worthwhile to note at this point that
Japaris economic infiltration in ASEAN has been a gradual

one. ILooking at the colonial past, the region in
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consideration has been underdeveloped and over populated.

We notice that Japan avail the opportunity to exploit its
industrial and technical know-how in ASEAN, with the growing
tendency of develqpmental éctivities in this region. She‘
has succeéded,in establishing major industries in ASEANZQWQL
These economic inroads are not vieﬁed without suspecion,

but are taken as exploitative in nature. As it is, the
region is?gfee from problems; These canh be classified

as border disputes, ethnic and minerites problems, refugee
insurgencies étc. fo top it, the presence of Japanese
know-how in the guise of developmental aides has in

actuality given the major Japanese business houses an

opportunity to exploit ideal factors of products.

In this process, they have avoided of an opportunity
to invest their capital which is at hand and in turn
Siphon out huge dividends through skiliful appropriation
of various sectors of prodﬁction which they could find in

abundance in the soil.

Since, only the work force:has constituted of the
local populatiof, which at the sametime has not been well

paid. The higher vaccancies in these concerns have
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of course been reserved for Japanese themselves. But for
these drawbacks, the Japanese have also-had the tendency
to transplant the rejected, pollution prone and labour

intensive industries to the ASEAN soil.

As we have seen above, Japan has utilised its
secondary resources quite well., The whole process has
really boosted its economic condition. Unfortunately,

the process has been a lot one sided. The interests of

the trading partnefs has just been overlooked. The ASEAN

import market has also been shifted to second place by
Japan,'in preference to her Western commercial partners;
She has gone to the extent of despatching second rate
consumer and industrial goods to the detriment of ASEAN,

(It is a time-tested grudge of ASEAN members).,

However, the latteris suspiciops regarding Japanese
motives are not totally ill founded. The griegances which.‘
have been reflected repeatedly through their forum,
indicate very well all the drawbacks which have resulted
due to the economic interaction,has been advantageous
to one and detrimental to the 'othérsi i.e. Japan and ASEAN

respectively. ILooking at the sbove problem from Japan's
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§Oint of view one would immediately question the authenticity
of the aforementioned suspicions, based mainly on circum-
sﬁantialfevidenceaJapan's policies and‘functioning will

have to be'viewéd taking the objective situations in view,

since national policies are never utopian models.

! ASEAN alleges Japan to be one of the major causes

for its economic backwardness. This belief may be trge to
some extent but the present state of affairs is not a

result of a planned and deliberate Japanese attempt.

Since the days of the beginning of economic co-
operation between ASEAN and Japan, the latter has definitely
not allowed its economic interests to recede in the
background, The enterpreneurship in this procéss led
Japan to a position where we f£ind it today. ébe has been
thro_ugh a‘t period of unchecked econoniic and industrial
advancement. We cannot blame Japan to have brutally
suppressed the interesﬁs of its economic allies in ASEAN
region; This fact can be rightly summed if wecglance at

the immediate past.
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From a recent survey, it has been proved that
Japanese government is trying to improve its economic
ties with her ASEAN partners. It is no longer sending
the rejected industries to ASEAN region. Rather the
- proportion in the employment has also been almost'equalled.
The native epterpreneurs tbo are getting a chance to run
the joint ventures and other Japanesé geared industries

on an equal level.

The period 1972 to 1977 was described by some,és a
water-shed in Japan's relations with South East Asia. A
growing awareness of South Easi Asia was not matched by
positive steps, by the Japanese Government to strengthen
its relations with the countries of fhis region. Japan
is quite eager td develop its trade relations with the
developed countries, while private business are éngaged
in ASEAN region., But this tendency developed some
conflicts and frictions, which ultimately forced Japanese

Government to take a positive step towards the region.

The Priministerial Visits

This step started with the tours of the two Japanese

Prime Minister - Tanaka in 1974 and Fukuda in 1977.
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‘During the Tanaka tour, there were anti-Japanese
demonstrations which convinced the Japanese Govefnment
to build more concrete relations with this particular
region, Tanaka tour was hardly a success. Thus, followed
a more positive and assuring tour of Prime Miniéter Fukuda

during August 1977.

Tﬁe ASEAN fully realized that in spite of the major
role it plays in Japanese economy, Japan has followed the
protectionist practices of other developed nations, by
raising tariff and non-tariff barriers against the manu-
factured imports from ASEAN. Thus, the second ASEAN summit,
specifically requested Japan to provide better acfess for
its products, as well as to support for the five industrial
projects and schemes aimed at stabilizing priceé of ASEAN's
primary exportS‘to Jépan;' The Japanese Premier Takeo
Fukuda in principle agreed to this; under the so-called
"Fukuda Doctrine™, The main thrust of ASEAN industrial
co-operation lies in the package of five regional inBustrial
projects, urea fqr Malaysia and Indonesia, super phosphates

for the Philippines’, diesel engines for Singapore, and
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potash for Thailand.3

Both the parties agreed that five projects each
costing about US § 200, $ 300 million, be established
as joint ventures with all the menber countries participa-
ting in the equity and sharing in the profits and risks.
While, Japan on its part promised to finance the five

projects with US § 1 billion.

Thus, in the Fukuda Doctrine, Japan made its
inténtion clear, tﬁat is, Japan's role became more certain
and positive than before. However it remains to be seen
when Japén is donating its financial assistance for the
above five projects. This however Bid not make Tokyo
diplo@acy with ASEAN any less tricky. Simultaneously, theé
Fukuda doctrine came out with some concrete proposals,
regarding their business deal. Japan in fact agreed to
"cooperaté closely with ASEAN té'help'establish the common
fund for commodity @rice stabilization proposed in the :
vNorth-Sauth dialogue involving developed and underdeveloped

countries, The Premier re-stated his position of

3. The Asia Year Book, 1978, pp.70-74.
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foreign-aid to ASEAN and other developing nations and
doubled the Japanese assistance to ASEAN in the coming
yeérs. From 1971 to 1975, Japanese grants and loans to
developing countries totalled $ 3.4 billion, of which

$ 1.5 billion or 43 per cent had gone éo the ASEAN region

‘ alone.4

In July 1977, ASEAN again placed before Japan four -
demands: (i) A contribution of about US §' 400 million to
'set up a fund to guarantee income of ASEAN primary product

exporté;é: (ii) Easier access to £he Japanese market for
ASEAN products:'(iii)vzower Japanese tariff on imports from
this region, and (iv) US § 1 billion in Japanese aid (in

soft loans) for ASEAN industrial prOject.5

In 1978, Japanese development assistance was expected
to reach $ 1 billion, of which 46 per cent was earmarked for

South East Asia. On 8 August 1978, the leaders of the ASEAN

4, A31an Year Book, 20-26 August 18378, vol 23, no. 34
Pp. 13897-99, .

5. Chandola,Harish, "Japan and ASEAN", Natlonal Herald,
2 September 1977 v
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expressed their satisfaction over the outcome of the

discussion with the Premier Fukuda.

éhe ASEAN heads of governments requested Japan'é "

cooperation in improving access to Japanese markets for
manufactured, semi-manufactured and primary products,
‘exported from ASEAN, Japanese Government expressed its
readiness to facilitate ASE&N;S efforts to increase
exports to Japan, tﬂrough various measures including
further examination of ASEAN's requests for removal and, or
relaxation of tariff and non-tariff barriers within the
context of the Maultilateral Trade Negotiations (MIN),
Improvement of Japan;s General Scheme of Preference (GSP)
.and the introduction of ASEAN‘s cumulative roles of origiﬁ
under Japan's GSP, Fukuda also affirmed Japan‘s readiness
to cooperate within ASEAN in their efforts for promoting
' exports of their products to Japan, through measures
including the establishment of a permanent ASEAN trade

and tourism hall in Tokyo.6

The mmergence of Vietnam in 1975, helped Japan's

perception of strategic importance of the area. The straits

6. Asia Year Book, no,46, 12-18 November 1977,
pP. 14631-32.
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of Malakka, Lombok and Makassar, in fact the entire
water-way in South East Asia, 1s the life line of Japan.
Thus it needs peace in this region. The desire found

in Fukuda doctrine waé that s (a) Japan would not seek

to be a military power, and would not produce nuclear
arm; (b) Japan as a trge friend of ASEAN would do its
best for éonsolidating’the relationship of mutual
confidence and trust, based on "heart to heart under-
standing" with these countries, in wide ranging fields
conveying economic, political, social and cultural areas;
(c) will cooperate with these countries to strengthen
their solidarity and resilienée, Japan would as an equal
partner also try to foster a relationship based on mutuai
understanding, which would contribute to the building

of peace and prosperity throughout South East Asia.7

Japan and ASEAN : A Mutual Perspective.

Looking at the course of events during the last
twenty-six years with reference to South East Asia, we

see that, Japan and ASE2N have been mutually interacting

7. ndc Journal, no.30, p.%26.
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among themselves on economic fronts.- The economic activity
of any unilateral constituent cannot be percieved in
isolation, Japan attained its present éolossal economic
super structure, with the timely aid in the form of raw
materials and minéral fuéls ffom ASEAN also, besides

United States. On the otherhand, whatever technological

and capital intensive industrial pfogress ASEAN has achieved

today, is a result of Japanese cooperation,

On the economic front, ASEAN made it very clear that
it sees Japan in a central role in providing economic
assistance for their first five projects. However,
Indonesia's attempts to build an oil storage-terminal with
the help of Tokyo, were not received much attention, dje to

the heavy costs involved (US $ 2,000 million).

Noting the existing exports of ASEAN to Japan
consists mainly of primary commodities, the ASEAN heads of
government proposed the creation of the Stabex Scheme
(stabilisation of export of ASEAN's primary commodities),

as an important supplementary from UNCTAD-IV in Nirobi.

While both the Japan and ASEAN want to maintain

their present relationship, Japan is more anxious to hold
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its partner tightly. Japan‘s economic as well as security
interests are mainly concentrated in South East Asia. Her
overdependence on this region for raw materials has made
her more responsive to regional demands and more concerned
about the stability and secirity of the region. Japanese
have a stake in the bases. Though they have security
arrangements with the US they are perturbed that US is
reducing its military capability in the Western Pacific,.
following President Carter's decision to withdraw the last
American troops on the Saisn mainland; South Korea. And
to this were to be followed by a pull out from the Philippines
as well, concern for Japan towards a quick rapproachement
with the USSR, However, this would not suit either China
or US or indeed ASEAN countries.@F Sasan een @b o
mihiiope Soiis W 35 s WEoRasCERTER

However, the Japanese position vis-a-vis China,
the Soviet Union and the US is to say, unicue, primarily
because of the basic disequilibrium between Japan's
economic potential and its politifal clout in the inter—

national community. And it is under-pressure from all
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the thfee. While Peking and Moscow are attempting to use
Tokyo as @ pawn in their own power game. Japan is
indirectly bound'to Washington through an anti-Moscow,
anti-feking security treaty tﬁat forms the base plate of

its foreign policy.8

ASEAN's attitude is equivocal. In theory they
want total US withdrawal from their land and a declaration
requiring all the external powers to accept South East
Asia as a zone of peace and neutrality. In practice,
however, they are most anxious to retain US commitment
to the region. Some of them say it openly (viz. Philippines)
while Indonesia and Malaysia maintain a diplomatic
relation, which does not quite deceive anyone abogt what

they really want.

Japan's position is peculiar in thé sense that it
has been branded as one of the imperialistic power, in the
South East Asian region, Though ASEAN is its main eqonomic
éartner, still they are not able to detect the real
motive of Japan. The recent economic miracle of Japan,

no doubt has created suspicion, not only in ASEAN's mind,

8. Nakamura,Koji,- "Tripartite Pressure", Far Eastern
Economic Review, vol.86, no.39, 9 October,1974, p.47.
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but also all over the world.

However, ASEAN has verywell tasken up the issue of
economic imbalance with Japan. Their respective roles
in the region, of late, havé come to be well.defined.
VThe field‘of mutual cooperation among them seems to be
full of reward in the near future. at the same time
internal security remains a major problem for ASEAN region.
Though the Communlst threat will persist there is no
sign that the Communlsts will be able to take over power
‘ in the forseeable future, unless there is a breakdown of
the political and efonomic system within the ASEAN states.
The ASEAN partners have fully rea;ized that the threat
which exiéts 1nth£he present is not external, but internal
one,s That is the threat of economic instability, lack of
capital to invest in industries, local communist uprisings
and ethnic minority problems‘aﬁé last But not the least,
political instability. Almost all the five ASEAN members
are facing these problems besides the border problems,
which they have'to share with their island Séuth ﬁast

Asian neighbouré.

-; The ASEAN leaders since the new development of 1975
like Communist victory in Indo~China have frequently

tried to review the security issue in the region, but all
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now have realized from their heart of hearts that a security

is not needed in the near future for the following reasons:

(i) Military alliances or a foreign military presence

| or both pfoved to be outdated and ineffective in
dealing with the Communists. This they realized
during and after the Indo-China victory by the
-Communists.

(ii) ASEAN's total military strength is weaker than the
Democratic Republic of Vietnam.

(iii) an alliance might provoke greater haste and
increase support by the DRV to the Communist

insurgent movements withwASEAN,

(iv) ASEAN realized that the real security threat comes
from internal rather than external forces and
consider the present bilateral co-Opefation'adequate
enough to contain these subversive moments.

It seems that US will continue to maintain a security
role in South East Asia no doubt, but this extent will

certainly be limited because of the past's bitter experiences

9. "“ASEAN Powers, with only 260,000%; Military'Balance

1974-75 and 1975-76, (London: Institute of Strategic
Studies), pp. 55-56 and 59-60.
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in the Asian soil;/ THe normalization of US and Vietnam's
relationship is also in progress and certainly have B
improved. This is good for the ASEAN countries., ASEAN
members hope that Vietnam will become less dependent on
Soviet Union and more flexible in the conduct of its foreign
policy; Such a shift will be better for botht he island

and mainland South East Asia.

Now, imporfant thing for ASEAN is the extent to
whitich the United States have considered contributing to the
defence capability of the region so that they can becope
self-reliant in defence énd security. What the ASEAN
members are in need is not sophisticated or expensive
armaments but rather weaponry that can be effectively used
for limited military purposes, so that when necessary,
they can at least suppress the local insurgency movements
and can have moral strength if not a real military
strength vis-a=-vis Indo-China region. In this context,
economic aid, -trade), investment and transfer of technolégy'
are most important in aiding ASEAN in its efforts to build

natural and regional resilience.

Taking these crucial drawbacks, backbone of which

is forﬁed by the total economy of the concerned region,



141

‘we can very well derive that Japanese aid and continued
ihvestment forms a focal point in the process of bringing
about socio-economic as well as political stability in

individual ASEAN members.

One of the attempts made by the ASEAN as a group
is to have various "dialogues" within the major trading
partners with a view to involving them in accelerated
growth of these five muntries. Japan featured prominently
in the.diSCUSSion among the strength, and also because
Japan is the only country that is most likely — in itself
— interested to support the ASEAN, The US ever since its
withdrawal from Vietnamese soil, does not cansider-South
East Asian region an important area at least for the

econcnmic dealings.

The EEC has its own trading partners in Africa and
Caribbean at improving economic links among themselves.
While &ustraiia does have some sewurity and economic
stakes in the region it certainly does not consider ASEAN
as its main area of interest. The important visit of

Malcolm Fraser to each ASEAN member's soil, howdver failed
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to give any concrete proposals to the member

countries.

ASSGS sment .

With the rapid changing of new international
market scene in the 80's, Japan has been successfully
trying to divert her foreign resources and interna-
tional trade policies. She has realized the growing
importance of Asian market for her own efonomic
development. MITI has realized the importance of
ASEAN market, according to which the top priority

has been assigned to that region.

The renewed Japanese attempt to understand
individual ASEAN member in a better way and the
frequent visits of Japanese national personalities to
ASEAN countries marks a new attempt to understand

ASBAN for a better relations to come in the 80's.

In ASEAN's thinking, there has been no change
as to the position of Japan and to help the region

through foreign capital and technology. Aas also the
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need remains the same, it appears only Japanese
preparation to supply or not to supply the reqdisites
will alone decide the shape of things to come in

ASEAN economy .

Japanése does not neglect any part of the world
for marketing and procure supply of raw materials.
Promotion of relations with such countries are done
through the cultural mission and trading companies..
Since the present trading techniques of Japanese are
only a phenomenan resulting cut of the affluence of
6053 and 70's, the real cultural practices for business
tactics plays a greater role in conducting the overseas
transactions. it is here that a new understandiﬁg of
Japanese affairs is necessary. However, the instant
remarks and the disturbances, whixh ever a Japanese
dignatory has visited ASEAN region are an expression
against Japanese phenamenon and not ggainst the
Japanese as such. Such misunderstandings are graduallyl
being erased and cloud of better understanding are
gathering), thus both the partners are looking for
better days in their trading and éiding. This is a

positive change for better days.
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