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SUMMARY OF THE ARGUMENT 

For the purposes of this study the te~ Northeast Asia includes Japan, 

Taiwan and Korea, roughly the area of the pre-war Japanese Empire. Soviet 

and,Chinese Communist imperialism converge on this area. An association 

of the free nations in this area would strengthen their reshtance to 

Communism and serve the interests of the Free World. This association 

does not yet exist. 

The United States has separately guar~teed the security of Japan, 

the GRCand the ROK., As a consequence, the three governments have relied 

on U.S. support in pursuing divergent and often conflicting policies. 

Under th~ Rhee regime the ROK formed an unwritten alliance with the GRC. 

This alliance was covertly anti-Japanese as well as overtly anti-communist. 

The ROK nor the GRC derived little benefit from this venture. Trade 

and cultural exchanges between Taiwan and Korea are comparatively insigni-

ficant. On the other hand, Japan is the principal market and natural 

trading partner of the other two countries. Both Taiwan and Korea are 

accessible to Japanese cultural influences. The evidence for these 

assertions is presented in some detail. The facts are well-know, but 
'\ 

the interpretation here presented has not gained g.et;t.eral currency. The 
, , 

conclusion drawn from. the evidence is that Japart is the indispensable 

link be tweell.T64Man 81ild.K~a •• • III ••• '. • •• •• • • • • • • • • • • • • • • • • • • • .. • • • • ••• • • .. • • • • •• • •• • .. • • • • • • • • • •• • • • • • • ' . • • • • • • • •• ••• • ••• • •• •• • ii • • • •• •• 
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The circumstances of U.S. military and economic assistance have 

heretofore in some way masked for the· countries concerned the basic 

realities of their interdependence. A judicious reduction ,of U.S., 

assistance, both military and economic would bring out the realities _ of --

the situation, and encourage Japan, the ROK and theGRC to help each 

other and to help themselves. 

A reduction of U.S. assistance does not imply a "disengagementU in 

Northeast Asia. U.S. forces must be maintained in the area in order to 

ward off Communist aggression and insure some sort of coordination among 

- the three nations for their mutual defense. But a scaling down of the 

amount of U.S. military assistance would encourage the ROK and the GRC 

-to abandon unrealistic plans of reconquest. 

A diminution of U.S. economic assistance would logically follow 

from a reduction of the military establishments maintained by the GRC 

and the ROK. _ U.S. economic aid to Taiwan and Korea has served principally 

to makeup the deficits in their foreign trade accounts. A portion haa 

been devoted to capital investment. Japan should be drawn into a 

regional program of economic assistance in Northeast Asia. 

But .the best prospect of reducing U.S. economic assistance is to 

improve the balance of payments position of both Taiwan and Korea by 

encouraging their exports to Japan and encouraging Japanese investment in 

their industries.' The U.S. should make a conttibution to both projects • 
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No attempt is made to' enumerate all the contributi,ons the U. S. can 

make, but the principle is established and a couple of examples proposed 

to illustrate the implications. 

The conclusion of the entire study is that a basis exists for the 

regional association of Northeast Asian nations, that this association 

would strengthen the Free World's defenses against Communism and that 
I 

the U.S~ can encourage the nations of Northeast Asia'to form an 

association. by a,judicious reduction and redistribution of its economic 

and military assistance. 
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INTRODUCTION 

Northeast Asia usually means Japan and Korea. For the purposes of 

this study the definition has been broadened to include Taiwan, for the 

three countries have much in connon. Taiwan and Korea were formerly part 

of the Japanese Empire. The rupture of political connections among them' 

did not altogether sever the economic and cultural ties which bind Japan 

to its former possessions. Trade and cultural exchanges between Japan and 

Taiwan, and Japan and South Korea revived with the postwar recovery of 

Japan, and have gained added importance in recent years. 

Following the Korean War the three free countries of Northeast Asia 

became allies of ' the United States, which has guaranteed the security of 

each by a series of bilateral pacts. A .regional organization for collective 

defense has not been set up in Northeast Asia, as·· in Southeast Asia. Yet 

there is no region of the Free World more, directly threatened by Sino-Soviet 

Bloc. The only overt hostilities in which the United States has been 

directly involved since World War II have occurred in this area. 

Russian and Chinese imperialism converge on Northeast Asia. Histori-

cally the Russiana and the Chinese have competed for predominance in this· 

area. Korea was involved in the struggle at the end of the nineteenth 

century, and lost her independence while Japan gained an empire in the 

process. After World War' II, Russia and China undertook to compose their 

historical diff~De,s~ 'Jth~ .." .. .. •• ••• • •• 
Communist conq~.Qf ~~a: 

nact llliaa ils.t.ans:Lbly.~e41.ed for all time by the • • •• ••• ••• • • ••• • • • •• • • •• •• • •••• • • ••• ••• ••• •• •• • •• ••• •• 
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Differences persist between the Communist regimes in the Soviet Union 

and in China. Friction, between the two may eventually break out in a more 
Q 

virulent form than before, but in the present disorganized state of 

Northeast Asia, a split between the Soviet Union and Communist China would 

present as much of a hazard as an opportunity to the Free World. Divided 

as they are the nations of Northeast Asia might well be the victims rather, 

than the beneficiaries of a renewed struggle for power between their 

continental, neighbors. 

In association with each other Japan, Taiwan and Korea could offer 

considerable resistance to Communist pressures and might even establish 

some sort of localized balance of power. Unfortunately the circumstances 

of postwar reconstruction have masked for each of the free countries of 

Northeast Asia its vital concern in the freedom and prosperity of the others. 

The security of the three-nations has been severally guaranteed by the 

United States, and each has separately received the amount of American aid 

required to keep its economy on an even keel. 

Each of the three nations has pursued an independent foreign policy 

inspired by narrow self-inter,est. The Republic of Korea and the Government 

". . of the Republic of China have relied on the American guarantee in setting 

up the goals defined by the slogans "march north" and "return' to the main­

. land" • Japan has counted on the same support in follOWing a course of 
. ) ...... "·0 .. .. ..•. ... . ... .. 

minimal commitmeht eo!1tS: 4w1S. d4enfS-=:and:tiult of ~o;rtheast Asia • 
• ,a ••• ••• • • •• • • • ••• 

•• •• •• • ••• ••• ••• .. ' ~.. . ... ... .. . .. ... .. 
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None of these policies exactly serves the interests of the United 

States and the Free World. The policies proclaimed by the ROK and the 

GRe lead logically to war with the Sino-Soviet Bloc, while the course 

adopted by Japan is ambiguous enough to invite Sino-Soviet offers of 

"guaranteed" neutrality and disarmament. 

The object of this study is to review the present state of economic 

and cultural relations among the three free nations of Northeast Asia, 

in order to discover what basis exists for cooperation among them, and to 

suggest ways in which the United States can contribute to the organization 

of the area. 

Paradoxically enough, it appears that the United States may be able 

to contribute more by aiding less. The nations of Northeast Asia will 

become more conscious of their interdependence and regional identity if 

the assistance of the United States is not so readily available to each 

in it,s separate difficulties. In order to achieve this result, however:, 

many otherwise laudable aspirations, and sentimental predilections will: 

haVe to be sacrificed. 
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I. THE GRC AND THE ROK 
THE UNSPOKEN ALLIANCE 

• • 

• ••• • ••• •• • • • • • • • •• • •• • • • • • • • • • • • • • • • • • ••• •• 

Until the overthrow of Rhee the governments of the Republic of China 

and of the Republic of Korea were undeclared allies. The relationship 

between the GRC and the ROK in the postwar period has been founded not on 
. . v . 

economic but on political interests. These interests have consisted in an 

explicit hostility to Communism and in an implicit diffidence toward Japan. 

This diffidence found its crudest expression in the imprecations of 

President Syrigman Rhee, and a more subtle formulation in the diplomacy and 

. propaganda of the GRC. 

Both the GRC and the. ROK have good reason to be suspicious of Japan. 

China and Korea suffered from Japanese aggression and domination before the 

downfall of the Japanese Empire in 1945. Since the end of the American 

occupation of Japan in 1952,· the GRC and the ROK have been repeatedly 

disturbed by Japanese overtures to their arch enemies, the Soviet Union, 

Communist China, and North.Korea. The Japanese attitude. toward the Sino~SoViet 

Bloc has become increasingly ambiguous with the expansion of Japan's foreign 

trade, and grow~ng. competition in the world market. 

The estrangement of the ROK and the GRC from Japan has been a SOUrce 

of weakness to them both. The economic and political consolidation of 

Northeast Asia cannot be achieveci without the participation of Japan. The 

efforts of the GRC and the ROK to organize an anti-Communist front in Asia 
.. .. ~. .. .. ..... . . ... . ... ~. 

have been doom,d: to :s,eri"~"l:X, fpr ~t of tT~an.s. S:ooperation. The 
•• ••• ••• • • •• • • • ••• 
• .: ' •• : : •• : : • •• • :~J .. • :. •• • • : •• : 
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project of a mutual defense pact in Northeast Asia on. the model of NATO 

was repeatedly launched but alwaYR foundered on Japan's refusal to 

participate. 

This reluctance of Japan to join another anti-Communist pact, stems 

partly from its disastrous experience with the Axis in World War II. Japan 

could p40bably not have been won over even in the heyday of the Yoshida 

Government. But the attempt was not made. In November 1953 Chiang Kai Shek:' 

and Sygman Rhee issued a joint communique calling on the governments and 

peoples of the free countries of Asia to organize a united anti-Communist 

front. Following this appeal the Asian People's Anti-Communist League was 

organized at Seoul in 1954. The Ryukyu Islands were represented from the 

start in the APACL but not Japan. In fact Japan was excluded from the 

organization until the 6hh annual convention 1960, which took place after 

the overthrow of Rhee. 

The GRC and the ROK exchanged numerous' military political and diplomatic 

missions in the years between 1953 and 1960. But they were never able to 

formalize any agreement for mutual defense, trade, or even friendship. The 

initiatives of the GRC in these directions wer.e consistently evaded by the 

ROK. President Rhee, as It turned out, harbored suspicions of the Chinese as 

well as of the Japanese. He apparently feared that a treaty with the GRC 

would open Korea to the exploitation of Chinese businessmen, and permit the 

GRC to meddle in the internal affa:lrs of th{l ROT{. A trade agreement between 
•• •••• •• •• •••• ••• • ••• •• . .. . !.. . .. 

the two governm.enh: Waf: :aot ~oo.lud(!d w!til tlarr;h U6,.,: after the demise of •• ••• ••• • • •• 

the Rhee regime. 
•• •• •• • ••• ••• ••• •• ••• • ••• ••• •• • •• ••• •• 
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The alliance of the GRe and the ROK produced little'but propaganda. 

It was primarily anti-Communist and secondarily anti-Japanese. For both 

partners the alliance increased the isolation which it was intended to 

overcome. Neither has much to lose if the unspoken alliance is tacitly 

dropped. 

•• • •• • • • •• •• • • ••• • ••• • • • • • • • • • • • • • • • • • • • • • • • • • • ••• • • • • • .. • •• • •• • CO~F1"nElIT%AL : • •• • • .. • • • • • • • '. • • •• ••• • ••• • .......--.. . . • • •• •• 
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II. TRADE AND CULTURAL EXCHANGES BETWEEN KOREA AND TAIWAN 

The political partnership of the ROK and the GRC faiied to foster any 

significant development of trade or cultural exchanges. In 1959 Taiwan 

provided only 2% by value of the ROK's total imports, and bought a negligible 

amount of Korean exports. The principal imports into Korea from Taiwan 

consisted of manufactured goods: (in order of importance) aluminum ingots, 

paper and paper products, cement, and fiber yarns and agricultural products, 

principally sugar and bananas. Korea's exports to Taiwan, tota~ling only 

$127,000 in value consisted chiefly of minerals: fluorspar, graphite, barites, 

talc, supplemented by agar - ~gar and medicinal herbs. Economica!'ly there 

is little that the two countries can do for each other. 

Culturally their cooperation has been equally unproductive~ The 

second language of both Korea and Taiwan is Japanese. Neither country has 

ready access to the culture of the other. The Confucian tradition is not 

entirely dead in Korea, and ,a number of Korean students still study the 
, . '. . 

Chinese classics. But there is no market in the ROK for Chinese periodicals, 

books, and f~lm8 such as exists for Japanese products of, this kind. Interest 

in the'Korean language aildculture on 'faiwan is minimal to say the least. 

For technological education' both Korea and Taiwan loolt chiefly to the United 

States, Western'Europe and Japan • 

•• ••• • • • •• •• • • ••• • ••• •• • • • '. • • • • • • ,. • • • • ,. • • • • • • • • • •• • • • • • • • e:.e • •• . ' .. • • • • • •• · .. • , , • • • • • • • • • ,. • • • • I. •• ••• • ••• • •• • • • • • ••• •• 
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III. TAIWAN'S TRADE WITH JAPAN 

Taiwan and Japan are natural trade partners. Taiwan is predominantly 

. agricu1tul'al while Japan ~shigh1y industrialized. Taiwan has a tropical 

and Japan a temperate climate. The economies of the two areas have tradi~ 

tiona11y been complementary rather than competitive. 

For a long period of fifty years from· the Treaty of Shimonoseki until 

the clos~ of World War II T81wan was governed as a part of the Japanese 

Empire. The pattern of trade which was established at that. time emerged 

again.withthe post-war reconstruction of the two countries. Japan con-

tinues to be Taiwan's best customer and principal supplier, although iil 

recent years ,certain Taiwanese manufactures such as cotton textiles and 

light machinery have begun to compete with the cheaper products of Japanese 

industry in the Southeast Asian ~~rket. 

The importance of Japanese trade in the economy of Taiwan is indicated 

by the fact that in 1959 Japan bought 41.51 of Taiwan's exports while 

accounting by value for 51.77. of the or~inary and 14.1% of the lCA-financed 
1 ' 

,imports into Taiwan. Ordinary imports into Taiwan in 1959 were roughly 

twice as great'as theICA~financed impotts, 80 that Japan's share of 

Taiwan's total imports' in 1959 was about ~9~. very slightly larger than 

the United States fshare which was laraelyfiilanced by the Mutual Security 

Program. 

• • ••• • .. • • .&8-. • • • • ••• . .. ••• •• ," • • • • • • • • • • • . . .. - .:' .. • • • • • • • •• • .. .. .. • . .. ... • •• • • • • • .. • •• .. .. 
e· .'. • • • • .. .. • • • • • • .. • . - ... ••• .. .. ' . • •• • • • • ' . ••• •• 
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For the five-year period ending in 1959 Taiwan's principal exports 

have been the staple products of tropical agriculture: sugar, rice, pine-

o. apples, tea; and bananas. . Sugar and rice alone accounted for about 55% by 

value of Taiwanese exports inp1959. .Japan ~ook about half the sugar 

and nearly al~ of the rice shipped abroad from Taiwan in that year. A 

roughly similar propo~tion obtained in previous years. 

The GRC has striven with a degree of success to diversify industry and 

m~ufacturmfor domestic consumption and for export. In this endeavor it 

has received considerable ass.1stance from ICA, but the ·exiguousness of the 

domestic market on Taiwan, the lack of capital and industrial knowhow, the 

burden of taXa~ionand the predominance of Japanese shipping in the area 

inevitabl~ limit the prospects of developing export manufactures in 

.... Taiwan. The traditional exchange of Taiwanese rice for Japanese fertilizer 

may well lose its basic importance in Tal~an 'seconomic life, but Japan is 

still the best market for agricultural surplus, and the most likely source 

of supply for the capital aqd consumer goods which Taiwan needs. 

Taiwan's principalimp01:'ts in 1959 consisted, 'in .orderof importance, 

of machinery and tools, metais and ores, chemicalfert:Utzers, raw. cotton, 
. . 

petroleum, wheat, vehi~lesand vessels, and metalmariufa~tures. In 1959 

and in the four preceding years Japan was theprincl;al 'supplier of chem:f,cal 
. .' . ',' " .. 

fertilizers, machinery and tools, vehicles. ~i vessei., and met81 manufactures. . . .' ' . 

•• ••• • .' • a. •• • • . ..•.. , ••• , .. 
" ... • • • .. • • '" .. e· • • .. • • • • • • . ,. • • .. .. , • .. . . .. • • • it. • ... • • • • • .. .,:, •• • • • • • • . ' 
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Th~ conclusion is' almostinescapablethat,.were it not the leA assistance 

which finances the~reat bulk of Taiwan'a/1mporta ~romthe United States, 

Taiwan would be"overwhelmingly depenct8ntol'ltl,"ada with Japan for supplies, 

8S "'el188 foroutleta, and that it •• tattclard qf livinl :would be clrasti-' 
• ~ .' • < '. ...-., .' '. 

, . 
'cally reduced ~n 'theproces •• 
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IV. TAIWAN 'SCULTURAL EXCHANGES WITH JAPAN 

Since its removal to Taiwan the GRC hal made a determined attempt 

to educate and' reeduc,ate the .I'opulation. Thebrunt·of the effort has borne 
.' . . . 

on the school syst~mand has.achieved SODle notable successes. Primary 

education is free and cC?inpulsory from the agel ,of 6 to 12 years. Virtually 

all eligible children participate. 

The langUage of the public schools' is, Mandarin Chinese. As a conse­

quence of early school training and of association with the large minority 

of mainlanders, on Taiwan a knowledge of .Mandarin Chinese is being gradually 
, , 

diffused among a population who had previously spoken oilly the .Am.oy or 

Hakka dialects of Chinese, along with Japanese. 

The Japanese als? ,had set up in Taiwan a system of free compulsory 

education in accordance with the Imperial rescript of 1890. Attendance 

lBS required at "ordinary primary schools" 'between the ages of 6 and 12 and 

at "higher primary schools" for. an additional 2 or 3 years. Instruction 

was carried out' entirely in the Japanese language.' The rate of 'attendance 

for the lb~al 'popu1ation was not al high as at present, but similar results 
~ " 

were achi~ved •. The majority of the population over 30 years of .age u~der-

stands Japanese. ' 

There is considerable demand amongth. Taiwane •• for Japanese films, 

books, periodicals anel newspapers. ' Back number. of Japan ••• periodicals 
., . _ . . ' . .•.. . • .. If. l· t • 

. circulate in the 1.'!4~pB.l.ibrF~e •••• < -lfP~~~ •• fi1-uip ~~.original version 
. • •. e·'·. ••• • ... •••. • .•• .. ... ... . ... . . ' ... 

• '. ••.• ••• • .".. eo. • .•••• . .. .. .. . . ~. ... .. . .. .•. , .. ,-.' · ~l"· · . · • ..•... 
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play to capacity audiences. Pre,a\lDl8bly,the island would offer a J:'eady 
, ' ' 

market for products of the Japanese press and film industry if the GRC did 

not restrain these im~rts from Japan. By the combined application of 

censorship and exchange controls the importation of Japanese periodicals 

and newspapers is kept ,to a minimum. The nWllber of Japanese films 

licensed for exhibition is also held down~ 
" ' 

Cultural exchanges with Japan are s1milarlycontrolled. Every student 

who intends to study abroad is ,tested by the government 'for aptitude in hi. 

field of study and in ~he language of t~ecountryof hi. destination. The 
. ,': 

number of universities', ,011 Taiwan itself has: als01ll1lItipU.ed. Under these 

circWllStanc,es the annual migration of T,aiwanese, students to Japan has 

: practically ceased. 

At the present time the students from Taiwan who study ab1:'oad go 

principally to the United States. There i8. however, 'alargenWllber of 

. ' ' "old grads" of Japanese' Universities scattered smona the p0pllation., If 

the present restrictions on travel and trade were lifted there is a strong 

pr:obabll:i.t1 that Taiwan we;ulcl rapidly mOVe cloe.rto Jap. hi the 'cultural 

as in theeconomic'field.:: 

•• '. ~... •• •• e· ....... . 
• ••• ' •• 0, ••• • •• • • 

,'::,' .: ': 'SJWDJNTt& :.: ': 
•• •• •••• • •• ¥ •••• ,e ". 
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v. KOREAN TRADE WITH JAPAN 

'The Foreign trade of the Republic of Korea is dominate 4 ,by the 

United States and Japan. In 1959 the United States supplied'nearly half, ' 

of the, ROK' s imports whiie Japan took approximately 66'X of th~ ROK' s 

exports.2 Theimpo:r:tanee of the two trad1ng-partnersis ;not, however, 

in any way comparable for in 1959 the ROK imported almost 14 times more 

by value than it exported. 

In pre-war days alSo, when its foreign trade was virtually monopolized 

by Japan, Korea had an unfavorable balance of trade. The deficit was made 

up partly by remittances from abroad notably from the Korean communit~ in 

Japan. ,At that t1Jne, howeyer, Korean imports of manufactured goods were " 
" ' 

largely offset by ~ports of foodstuffs,particularly rice. In 1960 the 

exports of rice to Japan was resumed, but in the post-war eratheROK has, 

not grown enough food to feed its owri population. Foreign trade has 

'languished, sus,tained only by,' massive American aid. Without this aid the 

RO~ eould not finance the imports necess~y to maintain a large military, 

, establishment, and a minimum level of' civilian consumption. 

Normal commercial tran~actions outside the scope of the Mutual Security 

Program represent only a small part of the ROK's foreign trade. They, are 

far fx:om'8uffieient to supply 'the day to day needs of the population. The 

bUlk'of ROK'seXports to Jap,an. its princip.lc~stomert consist ofraw 

" mat:erfals, and cotton fabrics. Among these the only commodities which .. , e • • ' • • • •• 
, .. " • : . • ••• • •• • • .. • .' • .' ,. • .. , .. ,. .. • • .. • • .. • • ,e, • ;. .. e e ••• .. • ' . • • " ,~ '.' '., •.. . ' •• • • .. • .' • '. ~ .' • e • . , • • .. • ~~13:~ • • • • • • • e • •... ' ..•.. .. ••• • .. • • • •• fl. 
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exceeded $500,000 in value for, the year 1959 were, in order of ~portance: 

iron ore, cotton fabrics, 'tungsten, seaweed, anthracite, graphite, and fish. 

With these exports as a base the ROK..,conducts a l~ited and precarious 

trade through regular banking channels with Japan. The, trade is liDlited by 

the dearth of an exportable surplus in Korea, and complicated by political ~, 

, disputes. All transactions were suspended for a while in 19S9 when Rhee 

imposed'an embargo on imports from Japan in retaliation for the Japanese 

Goveriune~~'s participation in the repatriation 0.£ Koreans to North Korea. 

Before his overthrow in April of last year,Rhee had 'authorized the resumpti4?U 

. 'of trade with Japan. But the tr':ldeiS narrowly con,fined by the ltOK' s 

c:apacity to pay. Since the Korean accounthaBaccumulated a deficit of 

$45 millions, 'the Japanese are insisting on a monthly settlement of out-

standing balances. 

In these circumstarices theROK finances the bulk of its imports from 

Japan through the, ICA. Imports from Japan under the Mutual Security Program 

were more than twice as large as commercial iinports in 1959. The chemical 

fertilizers which made up more than a third by value of Korean imports. f~om 
, , 

Japan were largely financed by ICA. The next two most important import 

items, are 'machinery and transport equipment ,and manufactu red goods. ,The two 

items,werenear.lY'equal in ,value in 1959, ~d together'total1ed slightly 

less than' chemcal'fertilisers. Roughly nalf of each of these items"as 
. , 

< .,.. • •• '." paid for bylJ.S.:4if.: : 
, "' ..... .. . . . '. ' 

••••••• 
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Japan is Korea's best customer and next to the U.S. its principal 

supplier.. Even more than' the GRC, the ROK would have to depend upon Japan 

for its foreign trade,"lf' U.s. aid were notavallable.· In the case of the . 

ROK~·h.weverJ. foreign tra~e would dwindle to a tricklewitho\lt U.S. aid, 

for Korea uttlikeTaiwan haa no exportable surplus of agricultural. coDaodl- . 

ties withwh:l.ch to pay·for its1mports ofman\lfactured good •• 

'. 

.' 
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VI. KOREAN CULTURAl. EXCHANGES WITH JAPAN 

Korea like Taiwan is a country with a high standard of literacy, and 

general education. Both benefited from the school system which the 

Japanese set up in these annexed territories as in the home islands, in an 

attempt to assimilate the subject populations. A knowledge of the Japanese. 

language and an acquaintance with Japanese customs was therebypromote~ 

among the Korean people. In Korea as in Taiwan a knowledge of Japanese is 

widespread among the adult population. 

Rhee had imposed a rigorous embargo on all cultural contacts with 

Japan. He maintained with some plausibility that this rupture of communi~a-

. tions corresponded to a deep-felt resentment ~f the Korean people against 

50 years of oppression by the Japanese. But with the passing of the Rhee 

regime interest in things Japanese suddenly'revived in Korea. Japanese'books 

and periodicals appeared in the lending libraries. Commercial schools 

opened new courses in Japanere, and a vogue set in for Japanese songs and 

music. 
- ~. 

There is a.lively conunerce in smuggled goods and persons between Kort) a . 

and Japan, so that .all open exchang~s are supplemented by these hidden 

exchanges. It is difficult in the circumstances to estimate the number of 

Koreans who. drift over to Japan in search of jobs and education. But the 
. . . , 

number is substantial and probably increasing, as the Japanese,e:conomy 

. recovers and the ,\<~tfq tcolf>DJY .laU-.· "'th·p~ ~ith9UJ;-"fflcialencouragement e". -.. e-.. ." ... .'. . .•.. . • ••• ~ •••• •.•• •• eo' .. _ 

the ROK is orient~ t.Q1Jatd. J:atlaJa,. 0 e .. • o. .:-•• Ii.: •• : 
. t .'~ 
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CONCLUSION 

A description of the present state of trade and cultural exchanges 

among Japan, Taiwan, and Korea indicates that a basis exists for the con-

struction of a community of free nations in Northeast Asia. The cornerstone 

of the edifice is Japan. ' The futile experiment of the ROK and theGRC with 

an association excluding Japan need not be repeated. Taiwan and Korea can " 

do little for each other in isolation. Japan is the link between them both. 

Formidable obstacles remain to be overcome. The most obvious ~ong 

them is the fear of Koreans and Chinese that trade and cultural exchanges '~ 

,',ith Japanwillinevitab,iy lead to the reestablishment of Japaneaehegemony. ' 

And these fears are not en~irely groundless. The latent capacity of Japan 

for the economic and cultural domination of Taiwan and Korea is a threat to', 

the national independence of both countries. This threat can be minimized 

by moderation on the part of Japan and by a poWerful American presence in 

the area. 

The next obstacle to an association of the Northeast Asian nations, is " 

a misconcelved protectionism. Traditionally trade between Japan and its ' 

Northeast' Asian neighbors has, consisted in the exchange of manufac~ured 

Soods for raw materials. Industrialization has made considerable progress 

in Taiwan and a falteting start in South Korea. 'Thi. development i8 not inl 

itself'an obstacle to trade between these countries and Japan. But,the 

nationalistic as,rr,atel.nr: foi: .... tarcfty l: bhe .,. neOonOaiical 
~~ ... ,. ... . .. . attempt to duplicate .. -.. , .... . ... .,' ... . .. . a. .. . ... .... . .. . 
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in each ~ountry the capital equipment of oit's most advanced neighbors, the 

accumulation of excess capacity in unprofitable enterprises, and the over-

all rise in domestic costs of production which genera1~y ensues are the 

bane of all trade. The regional economic development of Nor~heast Asia 

may require the sacrifice of some marginal ,oil refineries and steel mills 

in the sma11er'countries, as well as the abandonment of some showy projects 
· 

of so-called economic development, which could be more accurately described 

sinkholes of misdirected investment. 

The most stubborn obstacle to the organization of Northeast Asia is 

the opposition of the CODlDUnist Bloc. This ,opposition takes many forms. The 

GRC is threatened with annihilation, the ROK is offered a merger, and Japan 

is promised neutrality. The lure of trade is at present the chief weapon i~ 

the Sino-Soviet assault on Japan. The Japanese are vulnenableto this 

weapon, Japan's trade',witll CODIDUnist China was about as important as its 

trade with Taiwan in 1958 ,when the Chinese CODIDU,nists broke off relations. 

Trade between Japan and the'Soviet Union has grown rapidly from small 

beginnings, doubling nearly every year since. 1956. Japan's stake in 

"peaceful ,coexistence" has gradually increased while the organization of 

Northeast Asia continues to mark time. 

Fifteen years after the conclusion of World War II, the presence of 

the Un,ited S~at,es in Northeast Asia is still the strongest bond, among the 
•• ••••• •• •• •••• ••••• ••• •• 

o •• •• ••• •• •• ••• • •• 

nations 'of, that; erea •• !fell" ;Ol~~l· .ff"~t1 :and: p~qf*t .. ble trade are no .. . '. . ~ . ... ... .. . 
" . ...• ... .. .... ... .. . ..- ... .. 

substitute for mutual security. 
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An association of Northeast Asian nations for cODimon defense' has still,', 

to be created. If the United States had not been willing to fight for 

Northeast Asia it'is doubtful that any of the three nations in the areal 

could have preserved its independence, 

American military and econ~ic assistance are needed. Japan, Taiwan 

and Korea all depend upon ,their alliance with the United States for their, 

security. Taiwan and Korea rely on American economic aid to supplement 

their budgetary resources and make up the deficit in their balance of trade. 

American military and economic assistance could not be cut off without 

disastrous consequences. 

A judicious reduction of military and economic assistance from the 
, ' , 

". ' ;" If \ 

" United States should not, however, be rul~d out. It could promote among 

the nations ,of Northeast Asia an awareness of their interdependence, and 

induce'them to frame their policies to accord more nearly with their 

i'esources. The ROK's renunciation of the "march north" may be descriQed as 

>abelated response, to U.S. pressures. Japan has gained a new appreciation 

of. the importance of Korea to its own defenses as a result. 

The aggressive posture of Rhee and 'Chiang, chimerical though it was, 

,'obscured for most Japanese the realities of their situation, and encouraged 

them to 'look for a midd1e ground among the: contenders when their security 

. 'Was aC~~lIilY bouridupwiththat of Korea and Taiwan • 
. ,;\ . . . ..... .; ... .. .... ... . ... ' .. . ' ~ ~ .".. ". .". . .. ". .. '.' 
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A similar renunciation on the part of theGRC of the "return to the . ' 

mainland" appears for the time being to be out of the question. If ever 

the renunciation is made, however, the Japanese may be expected to acquire 

a fresh insight into the strategic value of Taiwan. 

A gradual reduction of U.S. military assistance might induce the GRC 

as well as the ROK to give up its plans of reconquest. In the course of 

time the countries of the Northeast may be able to agree on a strategic 

concept which will permit all three to contribute directly to their common 

defense. For the foreseeable future, however, Japan can be counted on for 

, little more than logistic support in the defense of Taiwan and Korea, and 

this logistic support is contingent upon the presence of American forces, in 
. 

the area. Japan's contribution to the defense of Taiwan and Korea is made 

indirectly. through the intermediary of the United States under the terms of 

the Treaty of Mutual Cooperation and Security between the United States and 

Japan. In the circumstances a reduction of U.S. military assistance to 

Taiwan and Korea seems advi,sable, but a withdrawal of U.S. forces from the 

area would be fatal. The "American presence" should if anything be, reinforced. 

A reduction in,military assistance, could open the way to a reduction 

or at least a redistribution C?feconomic aid. In this case a contribution 

could be,'expected from Japan. Japan has announced its readiness to 

. participate, iil pro~amsof investment in tlte underdeveloped nations • . ' .. .•... • • • •• •• • • •••• • ••• •• • • • • • • • • • • .. ' • • • • • • • • :. 
• • ~ .. ., 
• • • • 
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It is a member of the Development Assi,stance Group and a candidate 

'for admission to the Organization for Economie Cooperation and 'Development. 

The question of a financial contribution from Japan totheeconom1.c develop~ ," 

ment of Taiwan and Korea is, therefore, timely. The Western European powera 

'generally acknowledge an obligation to assist their former colonies. Japan 

might ,!ell follow this example, now that it has joined the DAG. The United 

States, as it considers programs of regional economic development, should" 

conside~ haw the resources of Japan might be used to increase trade and 

investmen.t among the nations of Northeast Asia. 

American economic aid to Taiwan and Korea has so far served principally 

to reduce their budgetary deficits and to compensate for their unfavorable 

balance of trade. This has beenprimariJ.y the function of what is known as 

·'non-project assistance". A suller portion of American economic aid has 

been directly invested incap:Ltal equipment. This part of the program is 

. called "project assistance". It has been financed partly by ICA grants and 

partly by loans from the, Development Loan Fund. The tendency for, the paat 
, , .> few' years has been to shift "project assistance" to the, DLF. ' The burden of ' 

\ ...' .. . '. 

"non';'project assist~ce" ,will probably, remaii\ with the 'American taxpayer" 
, . . .' . 

'. 'buttheco8~of Uprojectassistance" to TaiwaD', and Ko~ea c,an and should be 

. shlttedwith otherdeveloped'natioUs, 'principally with Japan., 

The'GRC.and'theROlthave cboth attempted to reduce :their dependence on .," .. ~ ... ~ ..... ," ...... " ..... ' .. ~"., ...... ~.: .. ' -

U.S.·' aid·bYinll';'as.iiti tt$f)::fP:p6fta:"d'tt+c~fni;ri.vate foreign investment. 
'i- . ..,. ." ·0' •• • •••..• -•... ,... . ......... . 
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As in other phases of economic development the GRC has been conspi-

cuously more successful than the ROK. Whereas the amount of Korean exports 

has fluctuated at a low level between $20 and $30 million during the period 

1956-1959, rising to $32 million in 1960, the total of Taiwanese exports 

climbed more steadily from $130 millions in 1956 to nearly $170 millions 

in. 1960. Similarly both countries have laws to attract foreign private' 

,investors. But the Korean law excludes Japanese while Taiwan protects 

them. Foreign private investment in Taiwan has iarge1y taken the form of 

technical ass~stance projects. There were nine such projects in operation 

in 1960 on Taiwan, of which six were Japanese. 

In spite of rising exports Taiwan suffers like Korea from a persistent 

trade gap. In the case of Taiwan imports increase4 nearly as much as 

exports in the period from 1957 to 1960 so that Taiwan'soommodity trade 

deficit in 1960 was $82.4 million as compared to $83.7 million in 1957. 
. . 

Korea's commodity trade deficit is not as constant aI;lTaiwan's.It 

passed the $300 million mark in 19'55 and rose to a peak of Over $400 

million in 1957. It has subsequently declined. In 1960 the ROK's 'trade:gap, 

amounted to a comparatively modest $256 million. 

Japan is the principal customer of both Taiwan and Korea. The best' 

chance for increasing eJCports from both these nations would appear to 

consist· in developing their. market in Japan. Neirher the GRC nor the ROK 

apl'earsto have lIt_.a. s¥,stGme.ti&. e',oft. fA .th,s 1ineCi~ion. They have 
':C •• ••.••.• ••• •• ' •••• , 
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relied too much on traditional channels of trade to dispose of their 

export surplus, and have been baffled by certain shifts in demand. Both 

would benefit from a well-planned program of export promotion for which 

the United States could provide technical assistance. Korean and Taiwanese 

exporters might profitably apply American methods of marketing research 

and publicity in expanding their sales in Japan, for Japan like the United 

States has become a mass consumption economy, responsive to advertising 

and governed by consumer demand. 

Along with an export drive oriented toward Japan, Taiwan and Korea. 

should make a sustained effort to attract Japanese investment. Both 

countries have a literate, frugal, .and industrious population which could 

supply an abundance of skilled and low-cost labor. At the present time 

Taiwan and Korea have in this respect the same advantage as Japan at the 

beginning of its industrial expansion. By offering beneficial tax rates, 

guarantees against expropriation ~nd facilities for the repatriation of 

profits and capital, both Taiwan and Korea might attract a substantial 

volume of Japanese private investment. Japanese capital, working through 

licensing agreements and technical assistance contracts as well as through 

c:Jirect ownership and management, could develop in Taiwan and Korea the 

same kind of light consumer industries as originally brought Japan onto the 

.world market. The United States might as~ist.in this endeavor by back-
•• •••• •• •• •••• ••• • ••• •• 

stopping the locfl: g~i.tts c .guapui~es ;l.cliii~i for foreign capital 

and profits. 
•• •• ••• • ••• ••• • •• .. ... . ... ... .. . .. ... .-. 

CONFIDENTIAL 



•• • •• • • • •• • • • • • • •• • ••• • ••• •• • • • • • •• • • • • • • • • • • • • • • • • • •• • •• • • • • • ••• • • • • • • • • • • • • • • • • • • • •• ••• • ••• • • • • ., • •• •• • • • ••• •• CONFIDENTIAL 

-24-

The program of action outlined above is admittedly sketchy as well as 

far-reaching. It is based on the assumption that a community of free nations 

can be constructed on the foundations of the prewar Japanese Empire. 

National independence has not proved to be the panacea that was expected by 

the more naive politicians in the former Japanese possessions. 

If economic stagnation persists the masses of the people in Taiwan 
, , 

and Korea will'become disillusioned with independence and susceptible to 

Communist propaganda. An association of Japan, Taiwan, and Korea in a 

joint enterprise for the economic developm~nt of Northeast Asia offers an 

outlet for the energies of the peoples of the area, and a prospect of 

progress which will j~stify the hardships they endure in their daily living. 

An association of Northeast Asian nations will strengthen the Free 

World's defenses against Communism. A mutual security organization may 

. eventually grow out of this association, but for the time being the nations 

of the area will have to ·rely for their security on their separate 

alliances with the United States. At present the presence of the United 

States is .the chief unifying force in the area. 

Unfortunately the power and the influence of the United States in the 

area has to a certain extent been dissipated by the inconsistent and con-

tradictory policies of the separate governments. Each of the three nations 

has pursued its own ad~antage with the guarantee of United States support.' 
•• •••• •• •• •••• ••• • ••• •• .. .. .... . .". ... . .. 

A rationaliz21don:ald'.t'.e4ifect"'n:~t A$ri¢an.~ili:is required in 
•• •• •• • ••• •••• ••• •• ••• • ••• ••• •• • •• ••• • •• 

order to promote cooperation among the nations of Northeast Asia, and 

induce them to develop compatible policies. This does not by any means 
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imply United States withdr8Wal~ On the contrary it calls for a more 

vigorou~ and far-sighted assertion of American leadership • 

•• ••• • • • •• •• • • ••• • ••• • • 
• • • • .. .. • • • • • • • • • • 
• • • • • • • • ••• • • • • • 
• • •• • •• §ONF.;!D:JmTIAt • • •• • • 
• • • • • • • • • • • .. . ••• • ••• .. •• ... ." • • • •• •• 
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FOOTNOTES 

1. Statistical data taken from the official publication of the Chinese 

Maritime Customs "Trade of China, 1959". 

2. Statistical data taken from the official publication of the Bank of 

Korea t'Externa1 Trade Statistics for 1959'i. 
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Boulder during World War II. After working on captured Japanese docu-

ments in OP-20-G and ONI, I joined the Navy Technical Mission to Japan 

in Tokyo in December, 1945. I returned to Japan in 1955, and was 
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assignment was to the Senior Seminar in Foreign Policy for which this 

study was written. 

Since joining the Foreign S~=vice in 1947 I served on the SANACC 

secretariat in the Department, as public affairs officer in Lyon and 

Bonn, as executive officer of the Consulate General in Bremen, as 

commercial controls officer for the Military Security Board in Coblenz 

and as principal officer of the Consulate in Colon, Panama, before 
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I received my A.B. degree from Harvm:d in 1935, and a Ph.D. from 
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