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-~ SUMMARY OF THE ARGUMENT

For the purposes of this study the term Northeast Asia includes Japan;e .

~ Talwan and Korea, roughly the area of the pre-war Japanese Emoire. Soviet ~

and, Chinese Comhunist impefielism converge on this area. An association

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

‘.1 Comﬁuniem‘and serve the interests of the Free World., This association

does mnot yet exist. .

The United States has separately guaranteed the security of Japan,

the GRC and the ROK, As a consequence, the three governments have relied

,A °n U.S, support in pursuing divergent and often conflicting policies,
_ Under the Rheg regime the ROK formed an unwritten:alliahce with the GRCt

" This aliiance 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 principel market and natutal o

il_ trading partner of the other two countries,' Both Taiwan and Korea are

accessible to Japanese cultural influences, The evidence for these

| essertiooe is oreeented in some detail, ‘ The’facts ere-well-known, but

Y

the interpretation here presented has not gained general currency. The

conclusion drawn from the evidence is that Japan is the indispensable :
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iThe circumstanoes‘oftu;st 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.

; assistencegiﬁoth military and economic would bring out the realities folf
the situation, and ‘encourage Japan, the ROK and the GRC to help each |
; other and to help themselves.

A reduction of U.S. assistance does not imply a ﬁdiseogageﬁent" in
Northeest Asieeb U.s. forces must be maintained in the area in order to
.wero off'Cohmunist aggreesion and insore some sort of coordination among

*etheithree.natiohs for their mutual defenee,. But a scaling down of the

1F;Wfgmdunt;of'U-SQ'military assistance would eneourage the ROK and the GRC:

'35;toiabendon unreelistic olans of reconquest.

o 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 make up the deficits in their foreign trade accounts., A portion has
vbeen devoted to capital investment. Japan should be drawn ;nto a

f_regional prograﬁ of econoﬁic assistanoe in Northeast Asia. |

Butltheabest prospectAof reducing‘U.S. economic.essistance is to

improve the balance oprayments-position of botﬁ Taiwan and Rorea by

'encouragihg their exports to Japan and encouraging Japanese 1nvestment in

, their‘industries.' The U.S. should meke a contributioh to both projects,
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No attempt is made to enumerate all the contributions the U, S. can

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

to illustrate the implicationms,

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

fegional assoclation of Northeast Asian nations, that this association

‘:'wouidfsttengthen the Free World's defenses against Coﬁmunism and that

" _the U.S, can encourage the nations of Northeast Asia'to form an

association. by a judicious reduction and teﬂistributlon_of its economic

. and military assistance.
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INTRODUCTION

Northeast Asia usually means Japan and Korea., For the purposes of
t'this study the definition has been broademed 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 ;n& |
Taiwan, and Japan and South Korea revived with the postwar recdvery of -
Japan, and have gained added importance in recent years,

» Foliowing the Korean War the three free couhtries of Northeast'Aeia
ubeeame ellies of the United States, which has guaranteed‘the security‘of R
'eech by a series of bllateral pacts. A regional organization for collectivev'
f defense has not been set up in Northeast Asia, as in Southeast Asia; fet
“'there is no region of the Free World more directly threatened by Sino-Soviet

loc. 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 1mperia1ism converge on Northeast Asia, Histori--
fbcally the ﬁussiana and the Chinese have competed for predominance in thiel

| area., Korea was involfed in the struggle at the end of the nineteenth '
century, and lost,her independence while Japan gained an>empite in the

_ prbcess. After Wotld War II Russia and China undertook to compose their

_historical diffeneneesy ’Igha. pect was es.‘:a:nsib v.aea.led for all time by the »l
. »Communist Conq“:ﬁét. i i‘.bj}iai to. o:. :e: E..o: 0:5 :.s |
-l-
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Differences persist bétween the Communist regimes in the Soviet Union
and in China. Friction between the two may eventually break out in é ﬁore
" virulent form than béforé, but in the present disdrgani;;d 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 nationé of Northeast Asia might well be the victims rather;
than the béneficiaries of a‘renewed struggle fo: power between their
continental neighbors.

In association with each other Japan, Taiwan and Korea could offer
considerable resiétance to Communist pressures and might even establish
some sort of localized balance of power, Unfortunately the circuﬁstanceé
of postwar reconstruction have masked for each of the free countries of
! fNortheast Asia its vital concern in the freedom and prosperity of the others,
. jThé security»of the three-nations has been severélly guaranteed by the
United States, and each has separétely received the amount of American aid
" required tc keep its economy on an even keel. |

AEéch of the three nations haé'pursued an independent foreign ﬁolicy
inspired by,natfow self—intetest.b The Republic of Korea and the Government
-;‘offéhejkepublic'of China have relied on the American guarantee in setting
';‘up thé~ébals.defined by the slogans "march north" and "feturh‘to the main~

»vlanﬂ“ Japan has counted on the same support in follawing a course of

' minimal comitﬁegtt. :éo;itfz dw deFendsand; ehge ‘of :zo::r.heast Asia.
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None of these policies exactly serves the interests of the United
States and the Free World, The policles proclaimed by the ROK and»thé o
GRC lead logiéally to war with the Sino-Soviethloc, while the course
adopted by Japan is ambiguous enough to invite Sino-Soviet offers of
"guaranteed" heutrality and disarmament,
The object of this study is to review the present state of economic
and culturalyrelationé amdng the three free nations of qutheast 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 #rea. | | -

Paradoxically enough, it appears that the United States may‘bevable

to contribute more by aldlng less, The nations of Northeast Asia will

. become more consclous of their interdépendence and regional identity if

the aésistanée of ;he‘United States is not so readily available to each |
iﬁ its séparate difficulties; In order to achleve this result, however,

many otherwise laudable aspirations, and sentimental predile;tioﬁs willl .

“have to be Sacrifiéed;'
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I, THE GRC AND THE ROK
THE UNSPOKEN ALLIANCE

‘
[

Until the overthrow of Rhee the governments of the Republic of Chine

and of the Republic of Korea were undeclared allies., The relationship.
between the GRC and the ROK in the postwar perio? has‘been‘founded not on
economic but on political interests, These interests have consisted in aﬁ ’
explicit hostility to Commnism and in an implicit diffidence toward Japan.e‘
This diffidence found its crodest expression in the imprecations of |
President Syngmsn 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.

’téhina and Korea suffered from Japanese aggression and domination before thei"
o"‘downfall of the Japanese Empire in 1945, Since the end of the American
loccupation of Japan in 1952, the GRC and the ROK have been repeatedly
disturbed by Japanese overtures to their arch enemies, the Soviet Union,
.’_Commonist.china,,and North Korea.. The Japanese attitude toward the SiQOrsooiet'i_

Bloc has'becoﬁe increasiﬁgly ambiguous with the expaosion of Japeﬁ's foreign'l )
trade, and growing comoetition in the world market, ’

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

of weakness to them both The economic and political consolidation of
Northeast Asia cannot be achievea without the participation of Japan.- The
efforts of the GRC and the ROK to organize an anti-Communist front in Asia

have been doomed°to-sgeri$#tx, fgr qut of ﬂqpanese rooperation. The ‘

.o:'oo: . oo: . os’ ’.t}J.’ : .o.vo.: .':
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project of a mutual defense pact in Novtheast Asia on the model of NATD
was repeétedly launched but always foundered on Japan'’s refusal to
participate.

This reluctance of Japan to joln another anti-Communist pact, stems
partly from its disastrous experience with the Axis in>WOr1d War II. Japan

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

Government. But the attempt was not made. In November 1§53 Chiang Kai Shek .’

and Sygman Rhee issued a joint communique calling on the goverhments and
peoples of the free countries of Asia to organize a united anti-Communist
front., Following this appeal the Asian People’s Anti-Commnist League was
organized at Seoul in 1954, The Ryukyu Islands were represented from the
start in the APACL but hot Japan, In fact Japan was excluded from the
' organization until the 6th 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.ableoto
formalize any agreemeﬁt for mutual defense, trade, or even frieﬁdshiﬁ; Tﬁe

initfatives of the GRC in these directions were consistently evaded by thé ,

ROK, President Rhee, as it turned out, hafbored susplcions of the Chinésé as

well as of the Japanese. He apparently feared that a treaty with thé GRC
would open Korea to the explolitation of Chinese Businessmen, and permit the

GRC to meddle in the internmal affalrs of the ROK, A trade sgreement bétween

the two governments!wad fot tdndluded Wndil Hargh 1961 after the demise of
. ® o @ e o [ e e o & ®° @ e o o .'

the Rhee regine,
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The alliance of the GRC and the ROK produced little-

It was primarily antinCommunist snd secondarily anti-Japanese., For both

but propaganda,

partners the alliance increased the isoclation which it was intended to

overcome. Neither haq much to lose if the unspoken alliance is tacitiy

' dropped.»_.
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1I.. TRADE AND CULTURAL EXCHANGES BETWEEN KOREA AND TAIWAN

The political partnership of the kOK and the GRC failed to foster any
significant development of trade or cultural exchanges, In 1959 Taiwan
provided only 27 by value of the ROK 8 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,v

paper and paper'producte,‘cement, and fiber yarns andvagriCultural products,
.principally sugar and bananas. Korea's exports to Taiwan, totailing only
$127,000’in value consisted chiefly of minerals: fluorspar, graphite, barites,

talc, supplemented'by agar - agar and medicinal herbs, Economically there

W“
&

is little that the-two countries can do for each other.
Culturally their cooperation has been equally unproductive. Theb

- 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 atill study the
.Chinese classics, - But there is no market in the ROK for Chinese periodicals,
- books, and films such as exists for Japanese products of this kind, Interest
in the- Korean language and culture on Taiwan is minimal to say the least.

For technological education both Korea and. Taiwan look chiefly to the United

'States, Western Europe and Japan.
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ITI. TAIWAN'S TRADE WITH JAPAN

Taiwan and Japanlare naturalvtrade partners.b Taiwan is predominantly

fagricultural uhile'Japan is highly industrialized, Taiwan has a trOpical

and\Japan a temperate climate. The economies-of the two areas have tradi-
tionally been complementary rather than competitive. ‘ | |

For a 1ong period of. fifty years from ‘the Treaty of Shimonoseki until
the close of WOrld,War II Taiwan was governed as a part of the Japanese
Empire.‘ The pattern of trade which was established at that time emerged
again with the post-war reconstruction of the two countries. Japan con=-
tinues to be Taiwan 8 best customer and principal supplier, although in

recent years certain Taiwanese manufactures such as cotton textiles and

vlight machinery have begun to compete with ‘the cheaper products of Japanese

industry in the Southeast Asian m-rket

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

lby the fact that in 1959 Japan bought 41 5% of Taiwan's exports while

| accounting by value for 51 7% of the ordinary and 14,17 of the ICArfinanced
'~,imports into-Taiwan.1 Ordinary imports into Taiwan in 1959 were roughly

: twice as great as the ICA-financed imports, 80 that Japan 8 share of
."Taiwan s total imports in 1959 was about 39%, very slightly larger than

vthe United States' share which was lsrgely_financed by the Mhtual Security

. CONFIDENTIAL
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For the five-year period ending in 1959 Taiwan's principal exports
..have been the staple products of trépical agriculture' sugar, rice, pine- '
l,j]apples, tea, and bananas.' Sugar and rice alone accounted for about 55% by )
'_value of: Taiwanese exports inn 1959 Japan took about half the sugar |
and nearly a11 of the rice shipped abroad from Taiwan in that year. 'An
roughly similar prOportion obtained in. previous years. |
The GRC has striven with a degree of success to diversify industry and
manufacture;for domestic consumption and for export In this endeavor it
has received considerable assistance from ICA, but the exiguousness of the
domestic market on Taiwan, the lack of capital and industrial knowhow, the
' burden,of-taxation~and,the_predominance of Japanese shipping in the area ;if
‘inevitably'limit the.pr08pect8.of deVeloping export manufactures 1@' i
;I:Taiwan.i,The traditional erchange.of Taiwanesebrice for Japanesevfertilizer‘:
. may well lose its basic importance in Taiwan s economic life, but Jspan is
i still the best market for agricultural surplus, and the most likely source |
" of supply for the capital and consumer goods which Taiwan needs.‘
o v Taiwan 8 principal imports in 1959 consisted, in order of importance,b
of machinery and tools, metals and ores, chemical fertilizers, raw cotton,
,i':petroleum, wheat, vehicles and vessels, and metal msnufactures. In 1959
,land in the four preceding years Japan was ths principal supplier of chemical

‘fertilizers, machineryfand tools, vehiclesiand vessels,_and metal_manufactures.
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The conclusion :ls>a1most inescapable that, were it not the ICA assistance
: : ,which finances the great: bu].k of Ta:lwan '8 1nports from the United States,ﬁ
y : 'raiwan would be overwhelmingly dependent on t:r,'ade with Japan for suppliea

‘as ﬂell as. for outlets, and that 1!:: standard of living vould be drasti-

5;,ca117 reduced in tha procecs. ;;7-{.ff’;i;€§'-¥fcf - ;i’!c  ;"x?vaf.{,;‘:
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. IV, TAIWAN'S CULTURAL EXCHANGES WITH JAPAN

Since'its remoyal‘to Taiwsn'the'GRC3haslmade a determined attempt'

o to educate and reeducate the population. The brunt of the. effort has borne S

on the school system and has achieved some notable successes., Primary

education is free and cOmpulsory from,the ages of 6 to 12 years.v Virtusllyi-

"all eligible children participate.'

' The language of the public schools is Mandarin Chinese. As a’cosse;}-

. quence of early‘school training and»of association with the large minorityv

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

. diffused among a population who had previously spoken only the Amoy or A

- Hakka dialects of Chinese, along with Japanese.

The Japanese also had set up in Taiwan a system of free compulsory

v] education in accordance with the Imperial rescript of 1890. “Attendance
S vas required at "ordinary primary schools" between the ages of 6 and 12 and

o ak "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 local population was not as high as’ at preseht, but similar results

. were achieved The majority of the population over 30 years of age under-

stands Japanese.

There is considerable demand among ths Taiwsnese for Japanese films,v-

"books, periodicals and newspapers. " Back numbers of Japansse periodicals

O .

‘ :circulate in the lsnding_libraries. Japansge films in the original version v

_—
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o market for products of the Japanese press snd film industry if the GRC did

"dz‘censorship and exchange controls the importation of Japanese periodicals

"'fpractically ceased

na s0e’ ] [ . ‘o'wao ®* %00 oo
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. play to capacity andiences; Presumably the island would offer a ready
; not restrain these imports from Japan. By the combined application of o

d’»and newspapers is kept to a minimum The number of Jspanese films

. licensed for exhibition is also held down.'x |

Cultural exchanges with Japan are similarly controlled. Every student

v who intends to study ahroad is,testedvby the'government for aptitode inbhis
* field of studV'and in the language of the:country-of his destination. ‘The
.'number of universities on Tsiwsn itself has also multiplied. Under these -~

,circumstances the snnual migrstion of Tsivsnese students to Japan has '

At the present time the students from Tsiwan who study abroad go

“*?ﬁ;~principa11y to the United States. There is, however, a lsrge number of

fai"old grads" of Japanese universities scattered among the population., If" p }

"**g;;the present restrictions on travel and trsde were lifted there is a strong

. fj4fas in thg ecsnomic fie1d¢ i

-V}irprobability thst Taiwan uould rapidly UUV! ¢1°'0f t° JiP‘n 1‘ th‘ °“1t“r‘1 - ;
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B largely offset by exports of foodstuffs particularly rice. In 1960 the
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The Foreign trade of the Republic of Korea is dominated by the
United States and Japan.. In 1959 the United States supplied nearly half
'Ofﬁthe4R0K's imports whileyJapan took approximately GGZ of’the-ROK's
: exports'.z' The importance' of the two 'tradin;g'partners 18 ;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 monopolizedvf
by Japan, Korea had an unfavorable balanoe ofatrade. The deficit ‘was made ;?
o *rup partly by remittances from abroad notably from the Korean community in_‘

P Japan. At that time however, Korean imports of manufactured goods were .

© not grown enough food to feed its own population, Foreign>trade has :

‘5:languished sustained only by>massive American aid, Without this aid the ‘

+ ROK could not finance the imports necessary ‘to maintain a large military

"establishment, and a minimum level of civilian consumption.

Normal commercial transactions outside the scope of the Mutual Security
o Program represent only a small part of the ROK's foreign trade. They. are‘

‘ f‘ far from sufficient to supply the day to day needs of the populstion. The

c!‘bulk ‘of ROK's exports to Japan, its principal customer, consist of ‘raw

t?%:materials, and cotton fabrics. Among thesa the only commodities which
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i exports of rice to Japan was resumed but in the post-war era the ROK' has
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exceeded $500 000 in value for the year 1959 were, in order of importance' ‘
iron ore, cotton fabrics, tungsten, seaweed anthracite, graphite, and fish
with these exports as a base the ROK conducts a limited and precarioua.
trade through regular banking channels with Japan. The trade is limited by
the dearth of an exportable surplus in Korea, and complicated by political

ldiSputes.‘ All transactions were suspended for a while in 1959 when Rhee

- imposed'an embargo on‘imports from Japan in retaliation for the,Japanese :

' Government's participation in the repatriation of Koreans to North Korea.

- Before his operthrow'in April of,lastlyear,‘Rhee had ‘authorized the resumption'
S of trade with Japan.,'But the trade'is‘narrowly confined by the ROK's

“L‘capacity to pay. Since the Korean account has accumulated a deficit of

= $45 millions, the Japanese'are insisting Onva monthly settlement of out~

3 standing balances. - .

In these'circumstanceslthe'ROK finances the bulk of its imports from

" Japan’through the ICA;k'Imports‘from Japan under'thebuutual Security,Program ,

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

: fertilizers which made up more than a third by value of Korean importa from
": Japan were largely financed by ICA. The next two most important import
items are machinery and transport equipment and manufacusred goods. The tﬁo,
items were nearly equal in value in 1959, and together totalled slightly

less than chemical fertilisers. Roughly hslf of each of these items was
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Japan is Korea s best customer and next to the U.S. its principal

k supplier.; Even more than the GRC the ROK would have to depend upon Japan }t.u

';ffor its foreign trade, if U.s. aid were not available.' In the case of the

ROK, hewever foreign trade would dwindle to a trickle without u.s. aid, o

:.for Korea unlike Taiwan haa no exportable surplus of agricultural commodi-:“.

ties with which.to pay for its imports of manufactured goods.
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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 E
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.h

language and an acquaintance with Japanese c¢ustoms was thereby promoted :

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

B widespread among the adult pOpulation.
Rhee had imposed a rigorous embargo on a11 cultural contacts with .
Japan. He maintained with some plausibility that this rupture of communica-

fﬁ;tions corresponded to a deep-felt resentment of the Korean people against

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

. regime interest in things Japanese suddenly revived in Korea., Japaneseibooks.

and periodicals appeared in the lending libraries. Commercial schools"
Opened new courses in. Japsnesg and a vogue set in for Japanese songs and
music. | . =éq
There is a. lively commerce in smuggled goods and persons between Korea
and Japan, s0 that all open exchanges are supplemented by these hidden |
kexchanges.. It is difficult in the circumstances ‘to estimate the number of

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

number is substantial and probably increasing, as the Japanese economy

"recovers and the [(m'esq ecoxpn;y lagp-. ‘With* pr wgithpu;-pfficial encouragement L

.O..- .. ' .-.!o’tn:

the ROK is orientédt m\!atd.J:sdan tet e »'.',fA R
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. CONCLUSION

A description of the presentfstate of trade and cultural exchanges

»ampng Japan, Taiwan,band.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 the GRC with
:lan association excluding Japan need not be repeated, Taiwan andiKorea Can
\‘do little_for each other'in»isolation. Japan is the link between them both.
| 'Fornidahie obstacles.remain to be overcome, The most obvious among
'vaithem'is the fearvof koreans'and.chinese that-trade and cultural exchanges'i
I.iwith Japan will inevitably lead to the reestablishment of Japanese hegemony.
_And these fears are not entirely 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
be moderation on the part of Japan and by a powerful American presence in
the area.r |
» " The next obstacle.to an association of the Northeast Asian nations is |
, s misconceived protectionisn.: Iraditionally ‘trade between Japan and its
h\ Northeast'Asian.neighbors-hss consisted in»the exchange.ofvmanufsctured e
- goods for‘rawvmateriais.giIndustriaiizatioh has made considerable proéress
‘ tin Taiwan and a faltering start in South Korea. This development is not in

, itself an obstscle to trade between these countries and Japan.e But the

"'nationalistic aspi;ati;oz; foi:: fargh},s.éh "ne'oonouieal attempt to duplicate
: ce 0. G0 o O O ¢ & » o.‘oo o o ;
: ' .o: ao: :.oo: . co.boo. .e'i : '-'_..:'°.: ‘
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Jin.each country the capital equipment of(its most advanced‘neighbors,;the
‘,baccumulation of encess’capacity in unprofitable enterprises, and the over- -
;fi‘all rise in donestic,costa of productionlwhich generally ensues are thet |

" bane of all trade. ‘Ihe regional economic deuelopment:of Northeast'Asia,

may require the sacrifice of some marginal oil refineries and'steel)nills

in the amaller‘countries, as well as the abandonment of some showy projects

53

-of so-called economic_deveIOpnent,.which_could be more accurately described

. sinkholes of misdirected investment.

" The most stubborn obstacle to the organization of Northeast Asia is v'

- the opposition of the Communist Bloc. This‘opposition takes many forms. The»p

 GRC is threatened with-annihilation, the ROK is offered a.merger;'and Japanv;'l

 1s promised neutrality. The lure of trade is at present the chief weapon. in ;vl
'Q}:the Sino-Soviet assault on Japan. The Japanese are vulnenable to this
L weapon, ‘Japan's trade with Communiat China vas about as important as its B

T:i,trade with Taiwan in 1958, when the Chinese Communists broke off relations. E[

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

"-beginnings, doubling nearly every year since 1956 Japan s stake in

i "peaceful eoexiatence" has gradually increased while the organization of .

L Northeast Asia continues to mark time.

: Fifteen yeara after the conclusion of World War II, the presence of

o the United States in Northeast Asia is still the strongeat bond. among the

. .0 Q.. .‘ l . LX) 0. . ’ .6' * 'l. ..

t-::‘nations of that. aea..:f«zr celrw.awffmr:y:and' pr.qfttable trade are no

.. l.‘ . '.. . 0. .O . l‘.' .Q

s aubatitute for mutual security.
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An association of Northeast Asian nations for common defense has stillfff"ﬁ

,-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 area’ ‘p}:dg"

could have preserved its,independence,
American'militaryvand economic assistance are needed, Japan, Taiwan’
ﬂand 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 L

~_»disastrous consequences.

A judicious_reduction of military and economic assistance from the =

-
v

'~IfUnited States sﬁou1d~not, however, be»ruled»out: "It could promote among

'f; the nations of Northeast Asia an awareness of their interdependence, and

“5;jtinduce them to frame their policies to. accord more nearly with their

f',;f,resources., The ROK s renunciation of the "march north" may be described as

W“fya belated response to U, s, pressures. Japan has gained a new appreciation f

’h-of the importance of Korea to its own defenses as a result. v‘ ‘

The aggreasive poature of Rhee and’ Chiang.chimerical though it was;
t‘h;obscured for most Japanese the realities of their situation, and’ encouraged_
E ;'them to look for a middle ground among the contenders when their security

”5"was actually bound up with ‘that of Korea and Taiwsn.
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A similar’renunciation'on the part_of\the‘GRC 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 wellvas.the ROK»to give up its'plans of reconquest. In the course .of.
‘time the'cOuntries'ofbthe Northeast may be able to agree on a strategic
concept which will permit a11 three to contribute directly to their common
i"defense. For the foreseeable future, however, Japan can be counted on for

Alittle more than logistic support in the defense of Taiwan and Korea, and -
this 10gistic support is contingent upon the presence of American forces in :
the area, Japan 8. 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 advisable, but a withdrawal of u. S. forces from the

varea would be fetal The "American presence" should if anything be reinforced.‘

A reduction in military assistance could open the way to.a reduction
J“or at 1east a redistribution of economic aid In this case a contribution

i;i,could be expected from Japan. Japan has’ announced its readiness to
’participate in programsfof,investment in the underdeveloped_nationa.v,
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, It is a member_ofithelDevelopment-nssistance Grouprand a candidate
. ?;qu admission to the'organiiation'for Economicpcooperationvand b;§e1oym¢n£; =
" The qnestion of a financial contribution'from‘Japan torthe”economic develop;"f5}“
| : ;ment of Taiwan and Korea is, ‘therefore, timely. The Western European”poners‘;:,-
B :gfgenerally acknowledge an obligation to assist their former colonies. dapsn
V:'might well follow this—example, now*that it has joined the DAG. The United i"
: Wﬁi‘States, as it considers programs of regional economic development, should

“?-consider how the resources of Japan might be used to increase trade and

”‘fffiginvestment among the nations of Northeast Asia.n

| American economic aid to Taiwan and Rorea has so far served principally{ ?‘i
- to reduce their budgetary deficits and to compensate for their unfavorable =
ijbalance of trade.- This has been primarily the function of whst is known as

. V:A"non-project assistance B A smaller portion of American economic aid has

“tf?f been directly invested in capital equipment._ This part of the program is ;

v'5;j»called "project assistance : It has been financed partly by ICA grants snd».

a"f;i Partly by loans frOm the IJevelol:"‘lent Loan F““d' Th° tendency for the past
:;ff'few years has been to shift "project assistance" to the DLF. The burden °f

‘“5;"non-project assistance" will probably remain vith the American taxpayer,

“’but the cost of "project assistance" to Taiwan and Korea can. and should be

;[5 shafed with other deveIOPEd nations, principslly with Japan. L
| The GRC and the ROK havecboth attempted to reduce their dependence on 1:*"5

.>eefeee o. ~o o ee 'oo e e eoef{o vee se ﬁ’

“”5f1 U s. aid by inirhaeﬂng theﬁr exports'qnd pttrectin; private foreign investment.
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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
if‘has fluctuated at a low level between $20 and $30 million during the period ‘
. 1956-1959, rising to $32 miilion in 1960, the total of Taiwanese exports
“climbedvmore steadily from $130 millions in 1956 to nearly $170 millions
. in 1960, Similarly both countries have laws to attract foreign:pripate'

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

them, Foreign private investment in Taiwan has largely taken the form of
technical assistence 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'gA:

trade gap. In the case of Taiwan imports increased nearly as much as
exports in the period from 1957 to 1960 so that Taiwan' scommodity trade

deficit in 1960 vas $82 4 million as compared to $83 7 million in 1957. S

"Korea s commodity trade deficit is not as constant as Taiwan s. It o o
' passed the $300 million mark in 1955 and rose to a peak of over $400

million in 1957. It has subsequently declined In 1960 the ROK s trade gapd,?

amounted to a comparatively modest $256 million."

Japan is the principal custumer of both Taiwan and Koree. The . best;

chance for increasing exports from both these nations ‘would appear to
_consist in developing their market in Japen. Neither the GRC nor the ROK - 8 )

| _ appoar,s to have made .a. eystematic. eff.ort m.this glj.:er.;t;ion. They_ have :

*
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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 Taiwanesej

‘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 .

f‘-should make a sustained effort to attract Japanese investment. Both
wi countries have a literate, frugal, _and industrious population which could
ilsupply an abundance of skilled and low-cost labor, At the present time

. Taiwan and Korea have in thia respect the same advantage as Japan at thei

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

guarantees against expropriation and 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

"‘liCeneing agreements and technical assistance contracts as nell as through
- direct ownership and management, could develop in Taiwan and Korea the
~ same kind of iight consumer industries as originally brought Japan.onto the

.world market, The United States might assist in this endeavor by back-

o o0 o oo oc o o ooo . ooo oo

| ;stopping the local-govemmencst gua;anuges gf aecqgi;y:for foreign capital
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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 bebthe panacea that was expeeted byt‘
the more naive politicians in the former Japanese possessions.

If economic stagnation persists the massee of the people in Taiwan ’
and Korea wiil'become disillusioned with independence and'susceptible to
Communist'propaganda. An'association of Japan,‘Taiwan, and Korea in a
- joint enterprise for the economic development of Northeast Asia offers an

outlet for the energies of the peoples of the area, and a prospect of
progress which will justify the hardships they endure in their daily 11v1ng.
An‘aseociation of Northeast Asian nations will strengthen the Free ‘
World'e defenses against Commmunism, A mutual security organizetion;may
teventnally 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' |
’palltances with the United States, At present the presence of the United_i
States is the chief unifying force in the'area. |

'Unfortunately the power and the influence of the United States in the
erea nas'to a certain extent been dissipated by the inconsistent and con-
tradictory policies of the eeparate governmente. Each of the three natione

._has pursued its own advantage with the guarantee of United States Support

A rationalizhtion:aﬁd aieditecdpn 'Gf An&rican.aizi s required in

order to promnte coopetation among the nations of Northeast Asia, and
i ‘iinduce them to develop compatible policies. This does not by any means
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On the contrary it calls for a more

imply United States withdt&wal;

vigorous and far-sighted assertion of Americhn leadetship.
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FOOTNOTES

Statistical data taken from the official publication of the Chinese

Maritime Customs "Trade of China, 1959",

’Statistical data taken from the official publication of the Bank of ‘

Korea "External Trade Statistics for 1959" .
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BIOGRAPHY

My experience in dealing with Northeast Asian Affairs, goes back
to the training I received at the Navy's Japanese Language School in
Boulder during World War IIL, After working 6n 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
stationed at the American Consulate General in Yckohama for thé next

three years, In August 1958 I was transferred to the Bureau of Far

Eastern Affairs on to the staff of the Public Affairs Adviser. My next.

assignment was to the Senior Seminar in Foreign Policy for which this ‘f'

study was written,

Since joining the Foreign Service in 1947 I served on the SANACC

secretariat in the.Departheﬁt, ag public affairs officer in Lyon and

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

' cowmercial controls officer for the Militaﬁy Security Board in Coblenzf"'

and as principal officer of the Consulate in-Colon, Panama, before

‘returning to Japan in 1955,

I received my A.B, degree from Harvard in 1935, and a Ph.D., from

the same institution in 1941, "Olim meminisse juvabit",
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BIOGRAPHIC NOTES

The author has served in the Far East for 16 years,
half of them in the three countries forming the Golden
Triangle.

His most recent assignment was First Secretary of
Embassy in Rangoon, Burma, and he is currently a member

of the Senior Seminar in Foreign Policy.

May 1975
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