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SUMMARY

Policy doctrines like the Monroe Doctrine, the Open Coor Policy,
and the Truman Doctrine must not be dismissed as mere rhetoric. They
provide the axioms upon which lesser policies are based. They serve as
an indispensable guide for American policy makers and they provide allies
and other states with essential information regarding American policies
and views of the world. Some recent so-called doctrines are not so
important because they do not constitute doctrines in the fundamental
sense used here. Thus, the ''Kennedy Doctrine'' and the ''Johison Doctrine'
were mere rhetorical variations on the Truman Doctrine; they signaled no
fundamental changes in American policy and responded to no fundamental
changes in historical relationships. By contrast the Nixon Doctrine con-
stitutes a fundamental shift of perspective in response to fundamental
changes in world pow~er relationships.

The Truman Doctrine was a response to a post-World War 1! world in
which America's friends and allies were so helpless that only the United
States could undertake major efforts in defense of noncommunist regions.
The helplessness of other countries after World War 1| gave to the United
States a disproportionate share of world power, The Truman Doctrine
successfully assisted in reducing the helplessness of the rest of the

world, and did so with surprising speed., But this success of the Truman

poctrine transformed the context within which American policies operated.

Because of the success of the Truman Doctrine and because of the evolution
.1 communist powers' policies, by the late 1960's other countries were no
longer helpless, threats from communist countries were greatly reduced,

and American power was no longer so disproportionately great.
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The Nixon Doctrine consists of an alteration of Truman Doctrine
perspectives to conform with these transformed world conditions. From
a short-term perspective the Nixon Doctrine is a response to problems
in Vietnam, but to see the Nixon Doctrine merely as a response to Vietnam
would be terribly myopic. Vietnam is the crisis which shocked the American
policy community into reexamination of the conceptual basis of foreign
policy. Like the crises in Greece and Turkey which precipitated the
Truman Doctrine, Vietnam forced major new decisions. But the essence of
the Truman Doctrine was a response to worldwide conditicns, of which
Greece and Turkey were just small manifestations, and the essence of the
Nixon Doctrine is a response to worldwide success of the Truman Doctrine,
from which success Vietnam was an aberration. Stronger allies and reduced
and divided threats make possible reduced and less direct American involve-
ment, without sacrificing traditional American policy objectives. The
same successes make possible a diplomacy which exploits common interests
with such adversaries as China and the Soviet Union to further reduce
tension.

Like the United States, China has pursued a basically successful,
although frequently vacillating, set of foreign policies in the post=-
Werld War || period, Her pqlicy of political, economic and military
self-reliance has achieved its objective of keeping China free from
foreign manipulation while domestic political and economic order were
being restored. Faced with Soviet political-military challenge and
Japanese economic challenge, and convinced since the late 1960's that the
U.S. does not intend direct intervention in China, China has modified her

economic self-reliance, without abandoning it, and has improved relations
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with the U.S. and Japan in order to concentrate resources on her principal
adversary, the Soviet Union. Rapprochement with China has, taken by it-
self, improved the U,S. position in Asia, but the manner in which the
rapprochement was conducted has damaged U,S, relations with Southeast
Asia and has initiated dissension with Japan which--if not curtailed--

could threaten America's most important interests in Asia., However, the

M | u——

rapprochement can continue, and could come to include some support of the
PRC agairst Soviet pressure, without threatening other U,S. interests.
China appears not to be territcrially expansive, and Chinese threats to
American interests, although significant, appear to be limited and dimin-
ishing,

The future of Pacific Asia, and of American relations with Pacific
Asia, hinges above all else on Am_rican relations with Japan. Perhaps
the most important finding of this study is the likelihood of a historic
period of economic dynamism and development throughout Northeast and
Southeast Asia and North and South America if Japanese-American economic
relations continue to include open trade and compatible monetary policies.
At the turn of the decade serious short-term economic rifts occurred be-
tween the two countries, but the Japanese government committed itself to
virtually complete trade liberalization and appeared committed to a Tanaka
"plan for Remodelling the Japanese Archipelago" which promises to focus
Japanese economic development on internal expansion and thus to alleviate
international monetary and trade stresses. As this is written, a worldwide
energy price rise has at least temporarily reversed the balance of payments
problem (from Japanese surplus to deficit) and aggravated competition for
raw materials. The Japanese-American alliance continues to be the keystone

of political-military stability in the Pacific. A Japanese reversal of
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alliances is unlikely but would constitute a major foreign policy disaster
for the United States. Dissolution of the alliance, which is quite pos-
sible by the 1980's, could lead to Chinese or Soviet pressures on Japan,
These pressures in turn could lead to nuclear proliferation, a costly
worldwide arms race, renewal of the Sino-Soviet alliance, and other nega-
tive consequences for the U,S, A major conclusion of the study is that
American economic, military and political interests in Pacific Asia focus
on Japan and that the U.S. needs to combat a tendency to take Japan for
granted and to sacrifice solidarity with Japan for less important gains

in Southeast Asia and China. At the same time, future U.S. interests in

China and Southeast Asia are less likely than in the past to threaten

American relations with Japan.

Korea and Taiwan remain potential flashpoints for greater power rela-
tionships in East Asia, but both these areas can increasingly take care of
themselves. Growing economically at ten percent per year, they are rapidly
becoming a kind of Asian Ruhr. Militarily and politically, North Korea,
South Korea, and Taiwan are becoming §evera| of the world's tougher and
more important small states.

In Southeast Asia the final outcome of the Indochinese conflict remains
unclear. But it no longer appears that even a relatively unsuccessful out-
come will seriously threaten broader American political, military and eco-
nomic interests in the region. Major North Vietnamese victories will in-
evitably affect Thailand's future, but will not induce any major political
transformation of the region. Nor does it appear that the outcome of the

Indochina War is likely to threaten the period of rapid economic develop-

ment discussed in the chapter on ''The Rise of the Pacific Basin."
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A number of developments of the last few years suggest that the next
decade will see the development of a new trading and investment area in
the Pacific Basin, the economic reality of which may in turn underlie
important political and eventually even military possibilities.

We should first make the underlying economic estimates explicit. We
believe that it is very likely that by 1980 each of the major nations of
the Pacific Basin will b= conducting more than 50% of its trade, and making
(or receiving) more than 50% of its investments with other countries in
the Pacific hemisphere. The principal components of this Pacific Basin
trading and investment community (PBTI1A) are Japan, the Sinic culture

areas on the border of Asia (South Korea, Taiwan, Hong Kong, Singapore,

Thailand, South Vietnam), Indonesia, Philippines, Australia, New Zealand,

L
i
|
|
§
i

Brazil, Colombia, Venezuela, Mexico, the United States, Canada, and perhaps
Argentina and Chile.

The principal economic forces operating today, which we e»pect will
continue to operate strongly through the '70's, which will create this
PBTIA are the following:

First, the continued economic growth cof Japan at much greater

than world rates and the growth of Japanese international trade
at at least the rate of world trade in general.

} Second, the continued rapid growth of the Sinic culture areas
and their increased share of world trade.

Third, the expanding need of the developed countries, particu-
larly the Unlted States and Japan, to export manufacturing
operations to low labor cost areas such as the Sinic culture
areas of Asia, and increasingly by the end of the decade to
such areas as Malaysia, the Philippines, and Indonesia as well,

Fourth, a shifting orientation uf Australla and New Zealand away
from Europe and towards Jagan, the Paciflc, and the United States.
This will come in part from Engiand's move Into the Common Market,
and in part fron the increased availability of Japanese capital
and Japanese markets, and other factors as well.

P T e R T A
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Fifth, increased Japanese investment and marketing interest

in South America, and especially in Brazil, the only other

major country (in addition to the U.S.) where Japanese have

gone in large numbers to settle as immigrants. (There are

now about 750,000 Brazilians of Japanese descent and on the

whole they have tended--unlike their U.S. counterparts--to

back up ties with Japan.)

Of course, since the Americas face both across the Atlantic and
across the Pacific, it is possible for an Atlantic hemisphere trading and
investment area and a Pacific trading and investment area to exist simul-
taneously, and for the members of both to trade at least 50% with each
other. Of the two, the Pacific hemisphere trading area deserves special
attention because it is the newer development in economic and business
life and during the '70's (and quite possibly the '80's) the more
dynamic. Important events are often generated by changes in the under-
lying economic factors, so it is important to focus on that which is most
rapidly changing--particularly as those new consve iations of trade and
investment may well require changing orientations elsewhere as well.

It is better for a small country to be in an area in which there are
two large countries rather than one. To some extent the United States
(and Japan) also benefit from being part of an area where they are one of
the two large powers instead of the only one. The other large power, in
effect, will take off some of the heat. Today in much of the world modern-
ization tends to be synonymous in people's minds with Americanization.
While almost everybody in the world wants to be modern, this is a painful
process with many ugly and evil by-products. |If Japan catches up with
the United States as the most advanced nation, and the one most present

in a particular country, then it may become true that modernization is

as much identified with Japanization as it is with Americanization. To

LR Al wrka i O i i i (et i
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the extent that this becomes true in the future, some of the political
and psychological overtones of international affairs can be expected to
change, partly to our detriment, but perhaps even more to the benefit of
the United States.

It should be noted that one of the real advantages of having a double
leadership of some group over a single leadership is not just that it
dilutes the hostility towards the single leader, but that it reaily changes
the relationship almost completely. The smaller members of the group can
find a good deal of self-assertion and self-actualization and independence
in the fact that the leadership is divlded, and that the whole relation-
ship then changes extensively. Power which is divided is simply much
smaller than power which is unified, and this can make for a much more
wholesome relationship for all parties concerned.

An area or group of the kind we are speaking of can have several

levels of consclous or overt existence. These run from a simply ad hoc

recognltlon of established patterns, to a formally organlzed legal commu-
nity, possibly with strateglc and mllltary significance.

Every now and then in h'story we find a situation where a number of
independent trends have more or less fused together in a serendipitous
whole, in which the whole becomes, in effect, larger than the sum of the
parts. Somethlng like this Is likely to occur In the Pacific Basin Trade
and Investment Area by the late '70's and in the early '80's. During
this perlod the Paciflc Basin will become a connector of nations, a
means to unity. As we look at the improvements in technology, the con-
tinued growth and improvement in ocean transport, the development of

supersonic air transport, the development of satellite communications,
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the development of computer and other systems of modern economic manage-
ment, it is easy to see the Basin as a connector. This can mean seren-
dipitous effects. For example, the growth rate of Canada today is more
or less based on U.S. investment, but this is more and more a source of
tensions within Canada. |If, as seems likely, the Japanese will invest
heavily in Canada, the iesult is added capital stimulus but also a reduc-
tion of political tensions, as Canada is less dependent on a single
external capital source. It will mean a balancing of the U.S. presence.
As a result, both Japan and the U.S. will have a better place in which
to invest, and Canada will grow more rapidly, supplying even more raw
materials for markets to Japan and the United States. This balancing
effect is likely also to be true for Brazil, Mexico, perhaps Argentina,
perhaps South Africa.

What we are suggesting is analogous to the growth of a forest or
prairie fire. Very often one can build a lot of small fires and they
grow quite rapidly before they amalgamate into one big fire, creating
its own conditions of accelerated growth--what is sometimes called a
"firestorm'" in which the very heat of the fire creates drafts which fan
the fire further. We suggest that in the Pacific Basin Trade and Invest-
ment Area a kind of forced draft economic growth may develop which can be
further fed by certain kinds of political, social and cultural changes.

In particular, one can imagine political and administrative events which

enormously increase people's self-confidence in both giving and receiving

foreign capital and in building up their commitment to trading and invest-

ment.
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The eventual significance of this new economic community is now, of
course, impossible to assess. It is imaginable that it will develop
institutions which, as in the European Common Market, eventually acquire
a political content, with strategic overt_nes. At the very least the
community might be expected to have an impact upon the moral/ideological
dimensions of the Asian struggle. |If the smaller Asian states in the

community, mostly states which in recent years have been allies or clients

of the United States, do experience the kind of dramatic economic growth
this projection envisages, then the assumptions and expectations of Asia
change in important ways. !t is demonstrated that other Asian states than
Japan are capable of economic '"miracles' by means of the mechanisms of the
free market and free trade. It is demonstrated that the conditions of
ordinary life can be transformed for individual Asians--and in a length

of time that makes that transformation dramatic and unmistakably visible.
1t will prove that an internaticnalist and outgoing economic policy, where
relative weak Asian communities cooperate with the advanced industrial
states of Japan and the West, can return very large rewards in human and
social benefits. !t could constitute a new kind of model of cooperative
development with major effect elsewhere in Asia--an ''ideological victory
of compound interest.'' We would add that China very likely will pursue

an entirely different mode of development, deliberately and consciously
repudiating ''consumerism’' and gross GNP growth in favor of an austere,
even spartan, mode of national economic life, but with a high level of

3 distributive justice and, probably, a high level of public morality.

Since a free-market society is virtually by definition a highly material-

istic and acquisitive society, probably with fairly high levels of public
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corruption, the rivalry between these models of moral as well as economic
development may be interesting indeed over the next decade.

The upshot of this discussion of political relationships and economic
prospects is a sense that American policies under the Truman Doctrine have
essentially won a worldwide victory over the last generation, despite
recent difficulties in Vietnam, and that the Nixon Doctrine is essentially
a response to the consequences of success. The words of the Nixon Doctrine
can be interpreted as an abandonment of traditional American objectives,
but from the perspective of victory such an interpretation seems inappro-
priate. One can imagine circumstances in the future which would put such
an interpretation on the Nixon Doctrine, but these c'rcumstances seem
relatively improbable--even if the eventual outcome in Indochina is maxi-
mally urfortunate. More sensible interpretations of the Doctrine would
view it as a major readjustment t; the conditions of victory and as a
source of some tactical changes.

An optimal American strategy in response to these developments should
have the following economic, military and political components.

Economically the United States must ignore protectionist pressures
and maintain open trade. It must also retain good working relationships
with Japan on monetary issues and dumping laws. Given this basic set of
policies, the Pacific Basin growth described above should occur.

Militarily the United States, having achieved its basic objectives in
the region, except for Indochina, and having made limited accommodations
with its adversaries, can afford a reduction of regional bases and of

American manpower without sacrificing any major Anerican objectives. Aid

and military training should provide adequate support for these governments
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deserving of support, and an extremely powerful, highly mobile force which
can operate freely from a variety of bases will be adequate to deter, or
initially fight, major incursions that might occur in most of the region.
But there is a strong rationale for leaving some fixed forces in Japan
and Korea.

Politically, American policy should orient itself around the classic
objective of ensuring the self-determination of the nations of the region
and, just as important, making them feel secure in their self-determination.
China can be drawn slowly and partially into cooperative relationships
through trade and non-hostile political attitudes. The Sovlet Union's
initiatives for an Asian Security System, which seems intended to encircle
China and to remove American alllances and influence from the reglon, can
be quietly opposed. The SIno-Soviet spiit is likely to continue, particu-
larly if Japan does not rearm too dramatically, if the U.S. ensures that
China does not become too weak relative to the U.S.S.R., and if U.S.
forces in the region stabilize regional relatlonships. The most cruclal
relationship for the political, military and economic future of Pacific
Asia, is between Japan and America, and both sides have tended to fumble
this relationship recently. However, both Japan and the U.S. are aware
of the importance of their relationship, and continued good will can be
ensured by American willingness to bear some burden in defending Japan,
by recognitlon that common economic interests outweigh competitive ones,
and by systematic American support for a prestigious international role
for Japan.

The Nixon Doctrine constitutes an effective successor to the Open

Door Policy, which was appropriate in a period of extreme American weakness
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early in this century, and to the Truman Doctrine, which was sopropriate
to a period of hegemonic American strength produced by the devastation

of other non-communist countries in World War |Il. Some version of the
Nixon Doctrine, perhaps revised along lines suggested in the final chapter
of this volume, is destined to beccome the core of American foreign policy
for the next generation or two. Just as the Truman Doctrine rose above

political partisanship because it was appropriate to the conditions of

its day, so the Nixon Doctrine is likely to guide future American Presi-

dents, Democratic as well as Republican.
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INTRODUCTION

A. Objectives

In 1969, on the Territory of Guam, America's westermost possession,
the President of the United States propounded what has been interpreted

as a new foreign policy direction for the Republic--the 'Nixon Doctrine."

In the President's 1973 report to Congress* the doctrine was phrased as

fol lows :

First, the United States will keep all of its treaty
commi tments.

Second, we shall provide a shield if a nuclear power
threatens the freedom of a nation allled with us or of a
nation whose survival we consider vital to our security.

Third, in cases involving other types of aggression
we shall furnish milltary and economic assistance when
requested in accordance with our treaty commitments.

But we shall look to the nation directly threatened to
assume the primary responsibllity for providing the man-
power for its defense.

This study analyzes various formulations of the Nixon Doctrine, and
examines their implications for American policy in East Asia and related
areas in light of the likely issues and contingencies of the late 1970's
and early 1980's. The analysis considers the basic factors and context
of American policy in this period, and examines the likely implicatlons
for the U.S. and other nations of key issues, crises, and policy choices.
Conclusions are reached regarding basic American strategic approaches to
the area, bilateral relations between the United States and other major

countries, and the future of America's advisory and assistance role in

thr Aarea.

“U.S. Foreign Policy for the 1970's: Shaping a Durable Peace
(Washington, G.P.0., 3 May 1973).
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The Nature of Foreign Policy Doctrines

The idea of an explicit foreign policy "doctrine' grew slowly in
American history. Of course, the term derives from the so-called
'"Monroe Doctrine'' of 1823. But there is little reason to believe that
Monroe consciously intended a permanent policy statement when he announced
to the Congress that the U.S. would not tolerate extra-American inter-
vention in the Western Hemisphere (and--which is often forgotten--forbade
U.S. intervention in the Eastern Hemisphere). His declaration attained
doctrine stature in 1845, when President Polk inaugurated the precedent
of citing it in diplomatic controversy to give his positions an arra
of venerability. Nevertheless, Monroe (and Polk) set what has become

the basic method of establishing a foreign policy position which has

been adhered to since. In this, ihey fol lowed George Washington, who

established the famous and long-lasting ''no entangling alliances' policy
in his Farewell Address of 1796, which we may reasonably call the
"Washington Doctrine."

During the century after Polk, fundamental foreign policy positions
were usually named ''policies''--the Open Door Policy, the Good Neighbor
Policy--but the difference is only in the word. Following World War 11,
began the fashion of identifying foreign policy "'doctrines' by Presidents!'
names: the ''"Truman Doctrine,' the "Eisenhower Doctrine,' the ''Kennedy
Doctrine.' But this labeling was done by commentators and journalists,
not explicitly by the President in question.

Mr. Nixon broke new ground. For the first time we see a President

explicitly stating and labeling a '"doctrine' from the beginning and,




HI1-1661/3-RR 3

moreover, demanding a policy embodying '‘a coherent vision of the world

and a rational conception of America's interests."®

What is a ''"Doctrine''?

According to the Oxford English Dictionary, a doctrine is a statement
3 of "principle of policy"; that is, something larger and broader than "mere'’
policy.
il A doctrine is a flexible context within which specific poiicies are
developed. The evolution of the Monroe Doctrine is the best example of
how a doctrine can be modified and reinterpreted. The Monroe Noctrine
had originally been aimed to prevent the intervention of European powers,

but was interpreted by Theodore Roosevelt as a justification for the inter-

il

vention of the U.S. to prevent conditions which might tend to extra-Ameri-

¢
4

can intervention. The Roosevelt Corollary led to the coercion of the very
states it intended to protect, and was thus used to justify establishment
and maintenance of control by the U.S. over governments of Latin America.
Even the "no entangling alliances' doctrine of Washington's Farewell
Address, while adhered to rigidly until the Rio Pact of 1947, was inter-

preted flexibly enough to permit de facto alliances with our co-bellig-

erents during and after the World Wars.
As President Nixon has noted, the "Nixon Doctrine' is a modification
of the "Truman Doctrine'' of containment of communism through means up to

P
U.S. military action, if necessary.™” The Eisenhower Doctrine was an

*y.S. Foreign Policy for the 1970's: A New Strategy for Peace
(Washington, D. C.: G.P.0., 18 February 1970)

oo e

“ibid., p. 5.
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earlier modification. Doubtless there will be other variants in the
future until such time as changing international conditions and U.S.
rational interests require the overturning of the entire Truman Doctrine
position, just as the Truman Doctrine replaced the '"Washington Doctrine'
and the U.S. non-intervention in the 0l1d World aspect of the Monroe

Doctrine.

How Do Doctrines Shape Policy?

A1l U.S. doctrines have been unilateral statements of purpose by U.S.
Presidents based upon the generally recognized Presidential prerogative to
conduct ‘he foreign affairs of the United States. Of course, they have no
validity in law and are not legally binding on any American., But, because
they are published abroad and will be accepted and acted upon by foreign
powers as definite statements of American purpose, the U.S. loses credi-
bility if it fails to adhere to its stated doctrines or violates them
without notice. Of course, since establishment of a doctrine is an Ameri-
can action, the U.S. has the right to interpret its own intent. Needless
to say, the interest of the U.S. is in harmony and stability requires that
its principles of policy be clearly understood abroad.

Doctrines are important as statements of intention directed to foreign
countries, but usually the internal purposes of doctrines are far more
important. Sociologist- and politicians have long understood that leading
large numbers of people in a common direction requires clear, simple,

salient statements of purpose. Political slogans from '"Carthago

delenda est' in Cato's Rome to '"Restore the Emperor'' in Tokugawa, Japan

have accomplished this. In gaining public comprehension and assent to the
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most basic aspects of American foreign policy, the slogans of Washington's
Farewel|l Address and the Monroe Doctrine have long served a similar pur-
pose. Such statements, or slogans, whatever they are called, are
prerequisite to coherence and continuity in public support for, or assent
to, foreign policy--particularly in a democracy. Likewise, such state-
ments are crucial as axioms which make governmental actions coherent and
reasonably continuous by guiding lower level policy decisions. Modern
governments are huge bureaucracies facing decisions that involve thousands
of disparate specialties; their decisions can be made relatively coherent
only by being based on clear, simple concise statements of the government's
axiomatic policy assumptions. There is a common rule of thumb among
experienced administrators that a huge bureaucracy can only cope with one
or two high priority directives at any one time. (The Nixon Doctrine makes
the optimistic assumption that American security bureaucracies can cope
with a tripartite statement of foreign policy axioms.)

Simplicity an” conciseness in foreign policy axioms are therefore
paramount requirements. But simplicity and conciseness of statement must
not obscure the complexities inherent even in such a simple, three-line
statement as the Nixonm Doctrine. If we are to rely on local manpower, at
least initially, and if we are to honor our commitments, then how is it
that we are to escape the necessity, so frequently stated in past crises,
of early reliance on American troops in order to honor commitments success-
fully? To dismiss a doctrine as contradictory because of such problems is

sacv and is frequently done. But in the case of the apparent contradiction

above. it turns out (as will be argued later) that historical circum= . ;. -

stances in most of the world have changed sufficiently to resolve the
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contradiction. More fundamentally, a doctrine is a statement of prin-
ciples, a statement desianed to inspire respect and assent rather than
to spell out detail. The men who cried "Liberty, Equality, Fraternity"
were not contradicting themselves; they were stating their values. It
is unnecessary and counterproductive in such a statement to detail the
necessary tradeoifs among principles or values. Such tradeoffs always
exist; they are taken for granted, except by fools. Mention of them
would hinder the lucidity and conciseness which are the essence of such
statements, and change their purpose from invocation to analysis.
Avoidance of detailed analysis also facilitates continuity in doc-
trines. Principles can remain valid for generations, as in the case of
the Monroe Doctrine. But many of the details of tradeoffs and contin-
gencies change. The abstractness of doctrines gives them the flexibility
necessary to remain valid throughout historically important periods, while
retaining a hard core of meaning. The hard core is axiomatic and thus
terribly important, even though it comes to sound banal, and small changes
in the nuances of interpretation often have sweeping consequences.
Precisely because doctrines express the ultimate axioms of foreign
policy, government bureaucracies come to be designed for effective imple-
mentation or the principles expressed by doctrines. The resulting
organizational structures become tough and sel f-perpetuating, and their
personnel come to connect their reputations with implementation of the
doctrines. Likewise, public opinion comes to accept doctrines and to
resi.t changes. Thus doctrines, and the lower-level policies associated
with them, acquire a life of their own, independent of the historical con-

ditions which made them appropriate. To the degree that a doctrine is

"t o relhAE L Rt B s e
R S —— L
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successful in its purpose of coordinating government behavior and capti-
vating public opinion, it will resist change--even if conditions require
change. Thus it comes to pass that, just as new doctrines are born in
crisis, so old doctrines expire only in crisis. Washington's Farewell

[ Address Docti ' = ("ho entangling alliances') and the Open Door Policy

% expired long after they had become obsolete--in the fires of World War 1.

The Truman Doctrine expired during the Vietnam crisis. But, just as the

144

1 crisis which precipitates formulation of a doctrine does not explain the

) content and endurance of a doctrine, so the cris's of expiration tells

one little about the reasons for obsolescence and the content of the
succeeding doctrine. To unearth the reasons for obsolescence of an old
doctrine, and the appropriate content for a new one, we must examine major
historical shifts of power and interests. That is the purpose of the

succeeding chapters.

C. The Nixon Doctrine in the Future

The movement from policy conception to application and fulfillment
is a process, occurring within a changing context. The actual significance
of the Nixon Doctrine depends upon events in this process, in which the
following are important contingent factors or turning points.

1. Changing Great Power Relationships in Asia: U.S5.-Chinese rela-

tions, hostile until recently, with the United States formerly in support
of the mainland political claims of the Natiunalist Chinese government on
Taiwan, now of course are changed. The United States has tacitly conceded
the legitimacy of the Communist government and has consigned the status of
Taiwan to local determination, contingent upon a Chinese Communist renun=

ciation of force in the pursuit of their claims. U.S.-Japanese relations,
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until recently very intimate, with the Japanese militarily dependent on
the U.S., now are strained and are changing, apparently in the direction
of greater Japanese diplomatic and military autonomy, and closer Japanese
relations with China and, perhaps, with the Soviet Union. The very con-
siderable risks that are inherent in this change of direction for a Japan
still insecure in its political identity are discussed at length elsewhere
in this report.

2. A Changing Context for Minor-Power Policies: For the past decade

Asia has been dominated by the U.S.-Chinese/North Vietnamese hostility.
The governments and parties of the region were powerfully affected, not to
say dominated, by this political polarity and the decade-long war it
produced. Of the Southeast Asian countries only Burma has escaped some
form of involvement or commitment, through a policy of national isolation
(and economic stagnation), and even this has proven imperfect protection
against Chinese political interventions and influence. Elsewhere, most
of the region's governments have made heavy anti-Chinese and anti-commu-
nist investments in their foreign and military policies under American
influence, and in many cases have more energetically repressed local
communist or communist-related dissidents than they would probably have
done if American policy towards them had not been interventionist and
activist. The changing American relationship with China leaves these
governments in a sharply revisea situation; their new problems resemble
those of Japan in the aftermath of '"Nixon shock' and the China visit,
except that for Thailand, the Philippines, and South Korea there is the

additional complication that they have taken active roles in the war in

Vietnam. |If Saigon persists in power and the NVN/NLF remains reduced to a
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level which does not seem to jeopardize the future survival of the GVN,

el =

and if the United States remains actively committed to ihe support of
these Asian governments in their present form, then these countries will
probably have only a realignment to make in their foreign policies
(chiefly a regularization of their own political relations with China,
following the American lead). Yet it must be noted that South Korea has
already chosen to make a quite dramatic move towards a changed relation-
ship with the Korean People's Republic. If Indochina evolves toward
communist or coalition government in Saigon, Vientiane and Phnom Penh,
and/or a sharply reduced American political and military role in Southeast
Asia as a whole, then quite drastic changes in the policies of these
allied governments seem inevitable, if not a frank reversal. ''High' and
"ow' estimates of future change are necessary here because of the uncer-
tainties still surrounding Indochina and the eventual character of
American-Asian policy, but the very prospect of change--the possibility of
drastic change ensuing from the political forces set loose by Mr. Nixon's
China visit--is itself a current political factor of major importance.

1 3. Changing Military Power Relationships: The Vietnam war has to

some objectively unmeasurable degree reduced the credibility of regular
military operations against insurgents. It may have reduced the credi-
bility of air power as a weapon against irregular troops, and perhaps its
credibility as a weapon against fiarly simple Asian economies, and accord-
ingly its weight as a deterrent. The scale of change remains dependent
wran the war's long-run outcome. Even if airpower should be proven less
than a decisive weapon in these circumstances, its destructive power has

ronetheless been given a brutal demonstration--but also its destructiveness

-
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to the domestic landscape and social siructure when it is used against
insurgents within one's own country. If the reduction in overall credi-
bility proves a major one, then the utility and credibility of the Nixon
Doctrine's residual military guarantees to American allies obviously are
sharply reduced. Also factors of military importance in the future will
be (1) the size and character of Japan's evolving military establishment,
(2) Soviet naval presence and activity in East and South Asian waters, (3)
China's nuclear power and nuclear relationship to Japan, (4) whether
American ground forces remain in South Korea under the changing circum-
stances there, and (5) the nuclear evolution and political stability of

India.

L4, Changing Economic Power Relationships: Japan's present economic

size and vigor, with its promise of Japan's overtaking gross Soviet GNP
in the 1980's, is the most important factor here. Next is the very high
rate of growth being achieved in the other (predominantly) Sinic cultural
areas of East and Southeast Asia: Korea, Taiwan, Hong Kong, Singapore,
and South Vietnam. The possible significance of this has been discussed,
but imaginably could extend to an '"ideological victory' of free economic
growth over a Chinese economic model characterized by autarchy and social
justice, accomplished at a fairly austere level of economic activity (and
of course the opposite is also perfectly imaginable). Also, the possi-
bility of a severe world economic slump, or breakdown in free trading
arrangements, cannot be discounted. This could have quite unpredictable
consequences for Japanese (and perhaps American) foreign policy.

5. Changing Moral-Political Relationships: A zone of subjective

assessment and values, nonetheless these issues are of great importance
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to the future of the region. The questions at stake include these: will
the United States in the future, in the aftermath of Vietnam, be regarded
(by the relevant elites in Asia) as an essentially benevolent and con-
structive force in Asia, or as an entirely self-interested, or even
menacing political, economic, and military factor, or as a discredited
or isolated political force? Will it, in short, be respected, feared,
or ignored? What assessment will be made of Japan and China, especially
as they provide alternative ''models' of Asian political and economic
modernization and power? What will the future role be of North Vietnam
as a "model'" of Asian nationalism and national mobilization--and deficnce
of Western technological and military power? Will the West European
states and the U.S.S.R. resume significant roles as exemplars of liberal
and communist systems?*

The summary implications of these changes ave, at this point in the

process, impossible to determine, since it may be that for the rest of

*Alastair Buchan provides a useful comment on this issue: "i.s
the possession of force and influence have never been synonymous, even
though the latter may be difficult to quantify and define. Considering
a great power which is also a great civilization, one important aspect
of influence is clearly the internal dynamism of its society. Does it
provide the magnet for those that are trying to modernize or humani ze
their own societies? Britain had this effect from the day in the early
nineteenth century when Pitt asserted that 'Britain has saved herself by
her exertions and will, as | trust, save Europe by her example,’ until
50 years later when Taine vividly exposed the cruel and seamy side of her
Industrial Revolution. Germany in the latter part of the last century
with its industrial vigor, Bismarck's social legislation and the strength
of its great universities (which provided the model for their American
counterparts) played a similar role. For a while in the interwar years
before the Stalin purges, it looked as if the Soviet Union might play it;
but, as Isaiah Berlin pointed out many years ago, it was the success of
the liberal pragmatism of the New Deal which weaned my own generation
away from Marxism. Without question the United States was the magnetic
power from the immediate postwar years until problems like race riots,
student trouble, crime, the overloading of the legal system and the
evident problems of the cities destroyed--temporarily, one hopes--the

L=
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the 1970s--the period of interest in this report--no fundamental change
will take place. |If Vietnam remains divided, and the United States re-
mains committed to an active military and political role in Asia, through
existing mechanisms or also through the new kind of econcuic relationships
examined above, Asian international relations may remain essentially
unchanged, The role of Japan could continue to be auxiliary to the Ameri-
can role, and the smaller states of Asia could remain in their present
status as allies or clients of the United States. The chief effect of

the change in Chinese-American relations would presumably be a reduction
in overt tensions and to some degree an isolation of North Vietnam. But
Asia would remain ideologically, economically, and politically divided into
two camps. The significance of the Nixon Doctrine would then have been
tactical, and the only major change a detente--in some undetermined degree--
in the American-Chinese rivalry. Thus the first probable configuration
of power and politics in Asia in the late 1970s would be,

Continued strategic and political bipolarity, possibly
on revised terms, and with a reduction in overt tensions.

unique quality of the United States as the world's great experimental
society. Perhaps China, if she would let more people look at her achieve-
ments more openly and more closely, could use this form of influence E
effectively, especially with the leaders of the developing world who face
problems not dissimiiar from those with which Peking found itself faced

a generation ago.

A second element of political influence is national will--on which
so many Teutonic and Anglo-Teutonic theses have been written--not neces-
sarily the will to fight, but national will as an aspect of determination
to change or maintain the nation's external environment. What proportion
of its resources is a country prepared to devote to the achievement of
its external goals, not necessarily in terms of armed forces but of in-
volvement in the destinies of other states? What risks is a government
prepared to take? To what extent is it prepared to assume the political
consequences of externa! economic involvement? To what extent are its
primary concerns domestic and its elites inward rather than outward-
looking? How much authority does a government command among the young
and the energetic?'' "A World Restored,' Foreign Affairs, July 1972.
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This outcome would assume that strains and conflicts of essentially
national origin did not play a major role in the affairs of Asia in the
future, which (as we will note below) seems an assumption of ~onsiderable
optimism. Other serious possibilities in the power configurations of the
late decade include:

A new sphere of influence system resting upon great
power detente.

A more fluid or shifting minor power balance system
with greater or lesser degrees of great power inter-
vention and influence, or within a neutralized political
context.

A multipolar or pluralist system in the region,
functioning wi*hin a system of great power detente
or (relative) withdrawal. ‘

An unsymmetrical great power withdrawal leading to
the predominance in Asia of a single great power
(most obviously, if not necessarily, China or Japan,
since they are the two powers which do not possess
the option of withdrawal, although their policies
may in the event prove isolationist in character).
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Hence forth, European commerce, European politics and

European activity, although becoming actually more intimate,

will nevertheless. sink in importance, while the Pacific Ocean,
its shores, its islands, and the vast regions beyond, will

e world's great

become the chief theater of events in th

hereafter."
y of State William Seward

--U.S. Secretar
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I1. ECONOMIC CONTEXT: '
THE RISE OF THE PACIFIC BASIN®

In the 1970's and 1980's the Pacific Basin is likely to emerge as
the center of world economic dynamism and growth. As it does, this
region will either fragment dramatically, thereby limiting its own growth
rates, or it will become highly interdependent and might even develop
some degree of political consciousness. The magnitude of what is occur-
ing in the Pacific has only recently become highly visible, but the
development has long been underway.

Historically many different areas have been the focal point of world
economic dynamism: China, the Middle East, the Mediterranean Basin,
Britain, the North Sea, and the North Atlantic. In recent centuries the
decisive economic developments included: the institutionalization of
two percent growth rates in Britain during the eighteenth century; the
subsequent institutionalization of three to seven percent growth rates
in the U.S., the U.S.5.R., and some parts of Europe; and most recently
the apparent institutionalization of even higher growth rates in Japan
and some of her neighbors. In each case these economic accelerations
have greatly influenced politicar and cultural history. Similarly, the
rise of the Pacific Basin--which encompasses North and South America and
Northeast and Southeast Asia--may constitute the most striking phenomenon
of the twentieth and early twenty-first centuries.

Steady, and sometimes spectacular, economic growth is not a new

phenomenon in eastern Asia, but the extraordinary long-run possibilities

“The original version of this chapter, written for the Nixon Doctrine
tontract, has been substantially augmented with research done for Hudson
Institute's Corporation Environment Study.
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of this steady growth did not immediately become visible. Because the
growth started from such a low base, substantial progress had to occur
before Western eyes could see it. Western eyes often see as picturesque
the palm-thatched huts of the most primitive stages of Asian development,
and view as intolerably squalid the metal roofed shacks that accompany
successful transition to a higher stage. Also, progress was frequently
interrupted either by the rigidity of ancient social structures, or by
violent upheaval resulting from the collapse of traditional or colonial
structures or from World War |l. Such interruptions are possible in
the future, but most of the collapse of old social systems has already
occurred and the nuclear age has brought inhibitions to general war.
Continuation of dramatic growth is not inevitable, but it is a
likely consequence of moderately competent major power policies. By

now, with Japan's GNP the third largest in the world, and with Singapore's

GNP passing $1,000 per capita, the possibilities of an extraordinary

regional takeoff are becoming visible.
These possibilities continue to rest on:
1. Investment of flowing into the region, initially from the

European powers, then primarily from the U.S., now
primarily from the U.S. and Japan;

The extraordinary capabilities of the Japanese socio-
economic system for growth;

The economic skills and diligence carried by Sinic culture
throughout much of Pacific Asia;

Increasingly, the interaction among these newly dynamic
economies ;

The efficiency of modern communications and ocean transport
technology:

Regional peace, despite local warfare; and
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7. Rising governmental effectiveness in economic planning
and policy.

Phase One: The Rise of the United States and Japan

The first phase of the rise of the Pacific Basin was a response so
European intrusion. Throughout the Pacific Basin, in Northeast and
Southeast Asia and in North and South America, European traders, mission-
aries, soldiers and bureaucrats systematically disrupted social structures
which, whatever their other virtues, did not spontaneously generate
sustained economic growth and often resisted it. By historical accident,
in the era of European penetration of the Pacific Basin the societies of
the region were either primitive and divided, as in the case of America
and Southeast Asia, or in periods of political decline, as in China and
Japan.

In South America and Southeast Asia the Europeans followed a
strategy of dividing politically in order to conquer, but they created
larger markets more conducive to growth. The roads, communications,
administrative skills, and philosphical orientations prerequisite to
economic growth accumulated.

Where Southeast Asia's problems derived from small size and disunity,
China's problems derived from excessive size and excessive unity. China's
hugeness inherently slowed change. Her enormously powerful bureaucracies,
her unsurpassed incorporation of her intelligentsia into a bureaucratic
orthodoxy, and her ancient talents in diplomacy, all helped China resist
change. And the decadence of these same institutions and skills rendered
Chira incapable of imposing change upon herself. But as in other regions,

the accumulation of infrastructure and the sorting out of new ideas and

new institutions went forward.

il
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The dramatic rise of the economies of Japan and North America, and
the preparation for growth in other areas, constitute the first phase of
the rise of the Pacific Basin. Their dynamism, mutually beneficial trade,
and competition continue to drive them upwards. But their very success
transforms the context within which they operate, creating a new context

which constitutes the second phase of the rise of the Pacific Basin.

Phase Two: The Rise of the Siniculture Region

tn the nineteenth century and the first half of the twentieth

century predominant European economic influence gradually became counter-

balanced by American influence in South America and by American and
Japanese influence in Southeast Asia. World War 11 destroyed European
and Japanese predominance in both regions, and for a quarter century

‘ thereafter, trade, investment, aid, and maintenance of stability were
principally an American responsibility.

But in peace the Japanese economy recovered its extraordinary
capcities for growth and was spurred to even faster growth by American
military demand during the Korean and Vietnamese wars. By the early
1970's, Japan surpassed American trade with every Southeast Asian country
outside wartime Indochina, and entered an early phase of balancing
American economic influence in South America. Economically the "American
century' in Asia lasted only twenty-five years. American investment in
the Basin still outweighs all others, and American investment will remain
as one of the principal forces in the Basin for the indefinite future,

but the dynamism of the Basin currently derives from Japan and her small

Northeast Asian neighbors.

T T NN N T Ny Y ™ ey
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By all the conventions of Western economic experience Japan should
be incapable of rapid economic growth. Lifetime employment should slow
growth by reducing labor mobility. Lack of raw materials should desta-
bilize growth by imposing dependence on unreliable foreign sources.
Oligopolistic conglomerates collaborating with government should inhibit
the efficient allocation of resources ensured by greater competitiveness.
Labor shortages should raise costs to the point of reduced ability to
compete in world markets. But it turns out time after time that these
"eonstraints' can be broken, and even turned to advantage, by using
diligence, skillful organization, and a cooperative spirit to stimulate
high growth rates. These in turn ensure the availability of jobs for
those 1ifetime-employed workers; enable rapid diversification of sources
of raw materials; and create pressures to keep performance standards
high and accelerate labor productivity. For Japan the ''obstacles'' to
rapid growth have so far served as Toynbeean challenges to be overcome
by social institutions geared to high growth rates. The challenges of
the future are great, but no greater than those of the past; the chief
dangers are loss of nerve, prolonged energy shortages, and antagonism
with the U.S.

Japan is essentially a processing center with no significant native
raw materials and thus depends on international trade. However the
vulnerability caused by such dependence is often exaggerated. Japan is

rapidly diversifying her sources of supplv. She remains terribly depen-

T R —————

dent on Middle East oil but this could bz greatly reduced in the 1980's
and 1990's if other sources of supply in Siberia, on the continental

shelf of Asia, and elsewhere are developed rapidly. By the mid-1980's

Ty, T X T
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nuclear energy should dramatically accelerate this diversification.”

Japan's supply of primary resources is vulnerable to military interdiction,

but this would be tantamount to a declaration of war and could invoke

Japan's alliance with the United States. Finally, Japan's acknowledged

economic vulnerability to changes in world trade patterns must be 1

qualified by the great size and profitability of Japan's internal market.

Indeed the enormous needs of her internal market contain the solution to
many frictions with other countries as well as the key to the continued
rise of the Pacific Basin. Arguments)that the Japanese economy is a
fragile blossom should be viewed not only in light of Japan's vulnerability
to energy shortages, but also in the light of the extraordinary toughness
demonstrated in response to recent monetary instability.

Japan's leaders have in the past emphasized exports as a patriotic
duty and neglected construction of domestic social infrastructure and
basic amenities for Japan's own population. In the coming two decades
Japan will emphasize these infrastructure and welfare needs and deempha-
size exports. To the extent that she does so she will increase her own
stability and at the same time relieve international antagonism by

reduced aggressiveness in exporting.** As has happened so often in the

past, Japan faces a chalienge which many Westerners see as forcing lower

*For detailed projections, cf. U.S. Atomic Energy Commission, T
"Forecast of Growth of Nuclear Power,' WASH-1139 (January 1971), p. 11.

**The extent to which this can occur depends upon the precise resolu-
tion of energy shortages and high energy prices, and upon the outcome
of the ensuing monetary problems. Japan's problems here are severe, but
are shared with other powerful nations to an extent (hai. creates intense
pressure for at least a partial resolution--or for woriow:de econcmic
tragedy.
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growth rates, but which can actually be better resolved through high
growth rates. Domestic welfare can best be enhanced by continued emphasis
on growth. Pollution can best be reduced in importance through huge
government expenditures financed by growth, by growing into more modern
industries which generate less pollution, and by exporting industries

in accordance with other pressures for high growth. 0il dependence

can best be reduced by vast investments in oil exploration and nuclear
power.

Conceivably Japan will lose its nerve and adopt a much-slower-growth
policy, or internal political turbulence will prevent implementation of
ambitious plans, or Japan and America will so mishandle their relation-
ships that growth is slowed; but given moderately wise policies™ in the
U.S. and Japan, economic growth of seven to ten percent can continue.

Japan faces rising labor costs, a labor shortage at home, increasing
distaste for the pollution generated by her manufacturing industries, and
increasing emphasis on less profitable sectors in her economy. The
labor shortages and costs force her to slow érowth, to import cheap labor,
or to export her industrie;. For a population whose living standards
re.ain very low, deliberately and drastically slowed growth is politically
untenable. Because Japan wishes to maintain her homogeneous society
she wil} not import cheap labor from abroad in the way the nineteenth
century U.S. did. But an extraordinary pool of cheap labor is available

in surrounding countries, and those surrounding countries greatly desire

*Wise policies would avoid all major errors, an impossible standard.
Foo:ish policies would, for instance, respond to normal competition with
great hostility. Moderately wise policies would be neither much better
or much worse than those of recent years--but hopefully a little better.

..43-.:4-—“
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economic development and are less concerned by the problems of pollution.
(A frequent comment in Korea is, "Give us your pollution.") Thus Japan's
problems create pressures for a vast migration of Japanese capital to
nearby countries. Along with Japanese capital will go technology, organi-
zation, and a network of Japanese managers and communications which will
greatly contribute to the economic integration of Eastern Asia.

American export of industries complements and accelerates Ja, anese
development of the Pacific Basin. American companies, uncompetitive in
facing superior Japanese labor productivity, find that they can regain
their competitive edge by exporting themselves to the cheaper and more
diligent labor of the less developed Siniculture areas. In turn Japanese
companies find themselves unable to compete with the American multi-
nationals and thus migrate out of Japan to other Siniculture areas.

Other forces also enhance Japan's foreign investment. Rising demands
for raw materials, together with a policy of seeking thirty percent owner-
ship of total foreign sources of raw materials, will greatly accelerate
investment. Space and labor shortages and pollution controls will force
out much of the iron and steel and other similar industries. Preferential
treatmert of products of developing nations encourages heavy foreign
investment. And the government provides loans to assist foreign invest-
ment. By 1980 Japan may have invested eight billion dollars in Asia.”

These exports of industries go first to regions whose cultures derive

from China. The Siniculture countries possess in common such

*Charles Sebestyen, The Outward Urge: Japanese Investment World-Wide
(London: Economist Intelligence Unit, 1972), p. 20.
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characteristics as extraordinary diligence, great mechanical skills, entre-

I 8 preneurial skills, organizational ability, and (1ess regularly) high
capacity for saving. The organizational and entrepreneurial skills derive
from a Chinese culture whose organizations, from national down to village
levels, have outclassed those of other world regions for the better part
of two millenia. Diligence presumably derives from cultural factors and
the pressure of overpopulation. Saving conceivably derives from origins
in a region where one had to survive through the winter, and from a sense
of time that stimulates concern for future generations, as well as from
firm and innovative government policies (e.g., firm on inflation and
innovative on interest rates). Mechanical skills, too, date from far into
the Confucian past; the pre-industrial machinery of China always impressed
visitors. Whatever the origins, this Siniculture region possesses talents
uniquely adaptable to the needs of industrial society.

Strong, competent government administration and planning have also
become key reasons for high growth rates in Siniculture countries. In
Japan, Korea, Taiwan, Singapore and Hong Kong, governments have been able
to muster competent opinions, to reach timely decisions on delicate prob-
lems, to adopt unconventional policies (such as extremely high interest
rates), and to make their decisions stick without disruptive unrest. They
have kept interest group competition from producing runaway inflation.
They have been willing to intervene strongly in the economies, but have

| done so in undogmatic fashion. Most have created planning staffs which
foresee bottlenecks and provide long-range perspectives for current deci-
sions, but which also understand the necessity for abandoning plans when
circumstances change. (Taiwan has a one year plan, a four year plan, a

ten year plan and a twenty year plan, yet Taiwan adapts to sudden changes
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4 with remarkable flexibility and grace.) This administrative competence
lies at the heart of these countries' past successes and future prospects.
The Siniculture region includes China, Japan, the two Koreas, Taiwan,
Singapore, Hong Kong, the two Vietnams, and to a lesser extent, Thailand.
Where special circumstances have not inhibited rapid growth these coun-
tries have all grown recently at a rate of about tcn percent each year.
The principal exceptions are: China itself, where bureaucratic heavy-
handedness and political upheaval have slowed growth; the Vietnams, where
war has slowed growth; and Thailand, where only in Bangkok and its
vicinity does the Siniculture dominate the economy. China's economic
performance has been respectable despite the burdens of size, bureaucra-
tization, political upheaval, and ideology.* So far at least China has
feared foreign capital and technicians, but the rest of the Siniculture
region has been hungry for Japanese capital and managerial skills and
has sustained ten percent growth rates for a decade. The Japanese eco-

nomic miracle has become the Siniculture economic miracle. The ricksha

boys of a decade ago now drive their own cars.

Siniculture growth will accelerate growth in Australia and New Zea-
land, and will pull up Brazil, and to some extent Canada and Siberia,
where great reserves of raw materials exist to fuel the Siniculture growth.

From its earliest period the rise of the Pacific Basin has depended
upon the development of technology, and particularly ocean transport

technology. Ocean transport has always been cheaper than land transport,

*For a recent assessment, cf. Dwight Perkins, ''Looking Inside China:
An Economic Appraisal,' Problems of Communism (May-June, 1973). China's

growth rates have been about half those of the other Siniculture countries,
but still respectable.
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but right up to the prewar period the Pacific Ocean, constituting 75 per-
cent of the world's water surface and covering more than one-half of the
globe, was the barrier and isolator of Japan and the other insular coun-
tries. Today it is the inteqrator because ccean transport has cheapened
‘relative to land transport and become rapid enough to be efficient. It
is now cheaper to ship cars to San Francisco from Yokohama than from
Detroit, cheaper to send coal from the West Coast of the United States
to Japan than to the East Coast of the United States, cheaper to move
coal from Hampton Roads to Tokyo than from Osaka to Tokyo. Transporta-
tion across the Pacific has become comparable in cost to transportation
across the Atlantic. Likewise telephone communications have become
cheaper as satellite communications become available. The Atlantic used
cable at lower cost than the Pacific, which was just too big. Soon
satellite communications will make it just as cheap to call Bogota from
Tokyo as to call Osaka from Tokyo. (The supersonic transport would
probably not make a great difference in transportation in the North
Atlantic, but it would make an enormous difference in the Pacific--cut-
ting flying times in half.) This technological change lies behind the
economic and political phenomena which leac us to view the Pacific Basin

as a unit.

The Three Minor Powers (South Korea, North Korea, Taiwan)

All three of the minor Northeast Asian countries have relatively
large Gross National Products for what are usually thought of as small
soions, ranging between $5 and $10 billion in 1972, and roughly doubling
by 1980. Their populations are also reasonably large for minor powers.

(E.g., compare with Greece, Norway, Denmark, Belgium, and the Netherlands,
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or with most Latin American or African nations.) The comparison is not

misleading; their economic heft and popuiation size are large enough to

make these into what might be thought of as significant countries.

TJABLE |
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TAIWAN 7 15 sbso 13 18 $700
SOUTH KOREA 10 33 $300 20 Lo $500
NORTH KOREA 5 [N $350 8 18 su4s50

"IN BILLIONS OF U.S. 1972 DOLLARS
**IN MILLIONS OF PEOPLE

None of these countries likes its current status. That is, both

North and South Korea would like to be united, and at least the govern-
ment of Taiwan would like to be united with Mainland China--all, of
course, on their own terms. But the chances are that all three will per-
sist as more or less independent nations, at least through the '70's. All
three feel quite precarious and uncertain, but all three have exhibited a
degree of toughness and independence that indicates that their ser~< of
precariousness and uncertainty does not paralyze them. Instead it gives
them a toughness and a seriousness of purpose that affects their popula-
tions as well as their governments, in sharp contrast to the attitudes

of much of the rest of the world. All three should have the high morale
which comes with great economic su:.cess, with surmounting clear-cut pres-

ent difficulties, and with continued survival in a difficult situation.
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Their strength increases the likelihood of peace, and peace is a pre-
requisite of continued development.

All three of these countries today are considured underdeveloped
nations, but Taiwan should drop that status sometime within the decade
of the '70's, and South Korea and North Korea will come very close to
dropping that status. All three have very adaptable and usable work
forces and other talented people. In effect, all three are today in a

transitional status.

The Koreas. Economically the partition of Korea in 1945 was a dis-
aster for the South. |t is the North that is rich in hydroeleciric power
and minerals; and with about half the population of the agricultural
South, it was In a much better position for economic development. While
the North had 85 percent of the chemicals, 79 percent of the coal, and
97 percent of the iron ore at the close of World War 11, the South had
produced 64 percent of the rice in the peninsula, 70 percent of the cot-
tcn, and 86 percent of the textiles.*

In the early years after the Korean War, the North successfully
carried out massive land reform and became one of the most centraliced
socialist states in the world (and one with a development etiric comparadle
to the Soviet Union) while the South floundered for lack of careful pian-

ning.** Since 1960, North Korea's rate of growth in industry and agri-

culture as well as national income have been decreasing. Although the

i LT W Army Area Handbook for Korea (1964), p. 152.

**pavid |. Steinberg, Korea: Nexus of East Asia (American-Asian
Educational Exchange, inc., 1970), p. 3h.
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growth rate is not so impressive as before, it remains high; the claim
that North Korea is stagnating appears exaggerated.

Until the adoption of the first Five-Year Plan for 1962-1966, the

South fared much worse than the North. But since 1963, only Japan and
Israel have exceeded South Korea in national growth. The average GNP
growth rate since 1965 has been 11.8 percent (15.5 percent for 1969),
and exports have increased at an annual rate of 37.2 percent. Three
external forces have spurred South Korean growth. One is American aid.
The second is the war in Vietnam. Mcst important in the long run has
been the normalization of relations with Japan, bringing a significant
influx of capital: $300 million in reparations, $200 million in soft
loans, and $300 million in commercial credits over a decade. To be sure,
South Korea still has many serious social and economic problems; but, at
least it seems to be on the road to development.* It seems quite likely
that the recent very high growth rates in South Korea will not only be
sustained but may even be increased as both the United States and Japan
seek opportunities to utilize the very skilled and responsible labor
available in this country, and the favorable investment climate offered
by its government. South Korea is likely to become the Ruhr of the Pa-
cific Basin, not just because it has raw materials, but because it has
one of the finest work forces in the world and, more important, the space
and will to develop into a Ruhr.

North Korea will benefit increasingly from Japanese trade and invest-

ment. Agreements already signed allow trade to rise to as much as a half

*Ibid., pp. 34-47.
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billion dollars by 1976, and prcvide for easy bank credits and exchange
of trade missions. Intense South Korean political objections to such
agreements will not prevent expansion of Japanese-North Korean economic
ties; indeed Seoul-Tokyo tension will only enhance such ties, particu-
larly in the wake of such incidents as the kidnapping from Tokyo of Kim
Dae Jung in August, 1973.

In sum, North Korea is traditionally the more highly industrialized,
technologically advanced, and politically organized part of Korea, but it
probably will not continue to have this status. North Korea will prob-
ably continue to have certain advantages in "'national character' over
South Korea and will probably tend to have a slight edge in per capita
income. However, because of the nature of the Communist society, and
because of the priorities set by its government, South Korea's standard
of living is likely to appear substantially higher than North Korea's.
This in itself may cause some new strains in North Korea, but the North

Korean government can easily cope with such strains.

Taiwan. The Republic of China is still considered an underdeveloped
nation but its economy has now been growing at about a rate of roughly
10 percent a year for a decade and industry constitutes a greater part of
the GNP than ag: culture. By the end of the '70's it will be a developed
nation able to support an impressive military machine wi thout outside
economic assistance. U.S. and Japanese aid to Taiwan have been terminated
and investment has leveled off, but it seems likely that Taiwan will con-
tinve to benefit from substantial Japanese trade and investment. Invest-

ment in Taiwan is likely to remain very profitable and it seems likely

that American and European private investors will make up for some of the
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losses with regard to Japan--if those losses continue. A recent soften-
ing of the PRC's attitude toward investment in Taiwan suggests the pos-
sibility of a new surge of Japanese investment. Diplomatic isolation
and general disparagement of Taiwan's pretensions to represent all of
China have led Taiwan to emphasize economic development and superior
quality of life as the distinctive characteristics which legitimate its
continued independent existence. (In the year after Taiwan's diplomatic
debacle, her growth rate rose to 12 percent.) Now more than ever the
Taiwanese understand that their very survival depends upon economic de-
velopment. Although domestic or international political problems could
disrupt Taiwan's growth, it now seems quite likely that they will respond

to the challenge of U.S. and Japanese recognition of Peking in such a way

as to play an important economic and eventually diplomatic role in Eastern

Asia. Taiwan will become a major industrial, trading, and commercial
power, but will focus more on services and consumer goods than the Koreas.
Already Taiwan can compete with Japan in the consumer and electronic
products that rocketed Japan to world prominence in the 1950's and '60's.
The Taiwanese will simply take much of these markets away from a Japan

whose wages are no longer competitive.

The Three City States

Singapore, Hong Kong, and Macao are city states rather than nation
states. They are militarily vulnerable and possess no substantial natu=
ral resources of their own but they will play distinct and important
roles in the emerging Pacific Basin.

The Chinese could seize Hong Kong at any time they wish, but China

has traditionally preferred to keep foreigners and foreign trade isolated
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in one or more enclaves on her coast where they would exercise minimal
influence over Chinese social and political life. The Hong Kong area

was the first of the treaty ports and is now the last, having endured
through imperial, republican, warlord, and communist regimes in China.

As China engages in greater trade and other contacts with foreign coun-
tries certain other ports like Shanghai may open up to some extent, but
Hong Kong is likely to retain its traditional and preeminent position as
China's source of foreign exchange, China's foreign exchange market, her
shopwindow for Western technology, and the instrument by which China's
traditional policy of containing Western social influence operates. Hong
Kong's very weakness protects her, because China does not feel threatened
by her. The insecurity of investments in Hong Kong has recently been
greatly reduced by Chou En-lai's assurances that Hong Kong is not a ''prob-
lem" for the PRC and that no action will be taken on Hong Kong until
Taiwan is settled. The lease on the New Territories, which comprise most
of Hong Kong's territory, expires in 1997, but the PRC does not accept the
lease as legally binding and thus officially does not care about the
lease's expiration.

Macao has a seedy reputation as a site of vice and gambling. As
tourism blooms throughout the Asian region Macao is likely to respond by
capitalizing on its exotic and exciting reputation and by attempting to
upgrade that reputation. In all likelihood she will turn herself into a
sort of Monaco of Eastern Asia. The bargains of Hong Kong and the excite-
ment of Macao will complement each other and will ensure the continued

competitiveness of the twin city states in the tourist market. Macao,

LT
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{ however, is more vulnerable than Hong Kong, and her principal defense is
the PRC's desire not to alarm Hong Kong.

Some of the strongest competition for tourists and for investment
will come from Singapore. As the Pacific Basin development accelerates,
Singapore is likely to bzcome the administrative and financial capital
of the Basin. As a free port and tourist center it is gaining on Hong
Kong. For executives of multinational corporations it will probably
prove more attractive. Singapore combines the characteristic diligence,
competence, and effective public service of a small state dominated by
Chinese with the cultural synergism of a multinational city state. f{t
combines a veneer of democracy with the tough efficiency and authori-
tarianism of a dominant party headed by Lee Kwan Yew. Its educational
system is strong, its economy is developed (roughly $1,000 per capita),
and its cultural and recreational opportunities increasingly make it a
far more pleasant residence for executives than Hong Kong. Singapore
has displayed far greater concern for the needs of commerce and the
wishes of corporate executives than have its neighbors Malaysia and indo-
nesia. Its main problems are indonesian and Malaysian suspicion of the
Chinese, their resentment of Singapore's superior success, and their

limitations on Singapore's trade and export of industries.”

Vietnam and Thailand

Vietnam's people share the characteristic Siniculture diligence,

entrepreneurial ability, mechanical skill, and willingness to save.

*For a summary of Singapore's economic situation in terms of growth,
labor shortages, and so forth, cf. Willard A. Hanna, ''Singapore Success
Syndrome Revisited,'" American Universities Field Staff Reports, Southeast

Asia Series, XXit, 3. The ''Comment'' by Alan R. Sweezy is an essential
corrective to the article.
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North Vietnam's economic development may be slowed by rigid and bureau-

1 4 cratic government, but South Vietnam's economy could soon begin an

: impressive spurt of economic development which is likely to continue to
the extent that the country achieves peace. Total peace is not necessary.
For instance, the situation could be much worse than the Arab-israeli con-
flict and still allow rapid economic growth.

To a lesser extent Thailand, and in particular the Chinese minority
within Thailand, possesses the appropriate skills and will be able to
achieve growth to the extent that peace is maintained. Superior ability
to integrate the Chinese minority into the country's political and social
life enhances Thailand's prospects. In the past the Vietnam war has
stimulated Thai economic growth rates. But the Thais remain militarily
vulnerable and culturally not so adapt;ble to high growth rates as their
more Sinic neighbors. Most of the impetus cf Vietnam is past. Thai
development is not likely to be nearly as rapid as her neighbors, although
she will continue to experience an extraordinary tourist boom and aiihough

after Taiwan she is the largest Asian recipient of Japanese investment.

The Quarries of the Basin

Raw materials for the manufacturing industries of the Basin will come
' from the vast and virtually untapped storehouses of Australia, Canada and
Brazil, and later from the perhaps even vaster reserves of Siberia. The
likely booming growth of the Basin in the next decade or two is fore=-
shadowed by a current rush to explore these areas and by the willingness
o1 Japanese corporations to sign raw materials contracts for periods as

long as 10 and 12 years in the future. Already Brazil's trade is orientina

R B T M gy ey p——
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itself away from the Atlantic toward the Pacific Basin,” and the southern

half of Brazil has become the most rapidly developing area in the world.

Phase Three: Development of Southeast Asia
and Latin America

The rise of the Siniculture region parallels the rise of Japan as a
major economic power, and it recapitulates much of the history of Japan's
economic rise. Taiwan's transistor products increasingly squeeze out
Japan's. Singapore, Taiwan and Korea become important shipbuilders.
Taiwan's and Korea's textiles flood world markets. As these processes
mature, eventually the entire region will face many of the problems which
Japan currently faces--including huge trade surpluses with the U.S., rapid
social change, pollution, and labor shortages. A regional labor shortage
will occur, and regional labor costs will rise rapidly. Indeed, labor
costs have already begun to rise quite dramatically in Singapore and Hong
Kong, and Korea faces rising demands for wage increases. The whole region
will face the three-pronged choice: slow growth, import cheap foreign
labor, or export industries to cheap foreign labor. They are not likely
to choose slower growth. Just as Japan will import scme Korean and other
labor (at least temporarily), so some of the smaller Siniculture countries
may import some Southeast Asian labor. (Singapore has imported some Malay
labor.) But the dominant choice will, for reasons of social peace, po-
litical stability, and economic efficiency, be export of industries to
Southeast Asia and Latin America.

This phase of export will not be so enthusiastic as the export of

Japanese industries to the Siniculture region, for Southeast Asian and

*See Table 11, Charts C and D, on page 37.
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Latin American labor is neither so competent and diligent nor so politi-
cally quiescent as Siniculture region labor. Nor will the reception of
these exported industries be so enthusiastic, for cultural and political
reasons. Southeast Asian cultures adapt less easily to the organization,
discipline, and skill requirements of industrialization than do their

Siniculture counterparts. Southeast Asian and South American societies

lack the Siniculture's conditioning to hierarchical organization and
political toughness.

They also welcome outside investment less readily. They more readily
associate investment with exploitation. They resent the economic power
of the overseas Chinese, in their own countries and in Singapore. They
resent pollution more. Being less confident, and often less stable, they
fear political manipulation as a consequence of foreign economic influ-
ence. Thus they accept fewer investments. When they do accept invest-
ments, they more readily all~w political fears and resentments to force
expropriation or to tang panies in red tape.

Against these brakes on the flow of investment other forces are
acquiring momentum. Increasing national unity and confidence in the
region will over time gradually reduce the fears of political manipula-
tion. The rise of a generation of competent technocrats will rationalize
decision processes and may reduce red tape. In addition, successful de-
velopment is already creating an elan which facilitates rapid development.
In Taiwan diplomatic frustration was considerably relieved by emphasizing
the exiraordinary growth rate. In the Philippines, a Catholic country
where until just a few years ago birth control was almost universally

regarded as unthinkable, the new Constitution makes maintenance of an
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optimal level of population an important governmental responsibility.
In North Korea, a recent governmental reorganization reduced the number
of ministries from thirty-one to fifteen, but added two new economic
ministries. In Singapore, Malays are suddenly beginning to enroll in
English-language curricula because of heightened desire to participate
in the economic takeoff. Throughout the Basin success generates high
morale which in turn generates success.

Economic success comes to feed upon itself, as dynamic countries
provide markets for one another, emulate each other's successfu! policies,
and develop regional communications and organizations. Because of the
magnetic effects of Sinlculture dynamism, Pacific Basin countries' trade
and investment become focused in every higher proportions on countries
within the Basin, and the Basin therefore becomes an increasingly inte-
grated economic unit. North and South America, and non-cosmunist North-

east and Southeast Asia, become bound ever more tightly together. (See

Table I1.)

Membership in the Pacific Basin

Having discussed the growth of the Pacific Basin and the likely
roles of some important Basin countries we must delineate the Basin more
precisely. Although the term '"Pacific' remains in the title of the Basin,
it is more useful to regard the Basini as a functional economic concept
rather than as a geographical concept. Therefore our delineation of the
Basin will appear peculiar geographically (for instance, by including

Brazil) but will retain economic validity. Let us define a trading and

investment area as a group of countries who do more than half of their
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trading and foreign investment with one another. The world then frag-
ments in the 1970's and 1980's into four trading and investment areas
plus two groups of countries which are not in any of the four trading
and investment areas.”

O0f these four trading and investment areas the Pacific Basin t:ad-
ing and investment area is by far the largest and most dynamic. It
includes North America, non-communist East and Southeast Asia, and most
of Latin America. For convenience we may divide it into Eastern and

Western sectors in accordance with the following lists.

TABLE 1]

MAJOR MEMBERS OF PACIFIC BASIN TRADING AND INVESTMENT AREA

Western Cultural Sector Eastern Cultural Sector
Argentina China (Taiwan)
Australia Hong Kong
Brazil Indonesia
Canada Japan
Chile South Korea
Colombia Malaysia
Mexico Philippines
New Zealand Singapore
Peru Thailand
United States South Vietnam
Venezuela
Table |l has indicated the extent to which the Basin is expanding and

growing in upon itself.
The Pacific Basin phenomenon can be defined in terms of countries

as we have done above but it can also be defined as the interaction and

*Herman Kahn and William H. Overholt, The World, 1982-1991, Hudson

Institute Research Report HI-1619-RR, Chapter 2.
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development of a rather large number of dynamic cities. The following

list suggests what we mean.

Aukland Vliadivostok
Nakhodka Pusan

Seoul Hong Kong
usaka Bangkok
Saigon Port Moresby
Singapore Taipei

Manila Darwin
Djakarta Melbourne
Brisbane Wellington
Sydney Vancouver
Honolulu Portland
Anchorage San Francisco
Seattle San Diego

Los Angeles Cali-Buenaventura
Panama Lima-Callao
Guayaquil Guadalajara
Santiago

All these cities are internationalizing and all are seaports. Most
serve as gateways to large countries or gateways from large countries.
A1l have done well in the past five years and all have currently in-
creased budgets for infrastructure development within cities to increase
their development in the future. A1l are outward-looking, all are Pa-
cific focused, and all are increasingly focused on Japan. In addition
there are a number of islands which are starting to ''boom'' and take on

the characteristics of their more developed counterparts above:

Guam New Caledonia
Okinawa Fiji
Bougainville Tahiti

New Hebrides
These island booms are due to large-scale developments in some combi-
nation of resources or manufacturing or tourism.
The membership of the Pacific Basin is not constant. The economic
firestorm effect discus .ed earlier will accelerate the dynamism of the

Basin and as a result attract increasing proportions of the trade and
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investment of outsiders and thus expand membership. South Africa and
some additional Latin American countries are obvious candidates for
relatively late membership.

The dynamism of the Basin will greatly influence the development
of the entire world economy. Among the areas of greatest impact will
be: the Middle East, because of Japan's demand for oil; Western and
Central Siberia, which are the subject of current Japanese negotiations
for oil, gas and iron; East Africa, where Japanese trade and investment
have increased rapidly in the last five years; and China, which possesses
an extraordinary labor supply and desperately needs capital.

The most important economic consequences of the development of the
Basin will probably reside with members of the Basin themselves. Most

q important for the future of world politics will be the impact on China
and the Soviet Union. Both China and the Soviet Union could profit
enormously in a purely economic sense from greater participation in
the dynamism of the Basin, but both perceive severe political risks in
doing so. In Siberia the Soviet Union possesses vast reserves of raw
materials which Japan needs to continue her economic boom; Russian
efforts to develop Siberia using purely internal resources have failed
to achieve sustained and rapid development. The Japanese have the capi-
tal and organizational skills to develop Siberia and the resources with

which to buy the products developed. But Japan and the Soviet Union

are old rivals and the Soviet Union naturally fears the rapid growth
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of this capitalist nation and the penetration of the underdeve loped Soviet
hinterland by the rival who defeated her in 1905. "
Similarly, China possesses almost inexhaustible supplies of the

world's highest quality labor at virtually the world's lowest cost, and
ff China could greatly accelerate her development by accepting foreign
capital, while nearby Japan increasingly faces a labor shortage and a
desire to export industries to nearby nations. China's labor is so
efficient, so cheap, and so inexhaustible that access to Chinese 1abor
would both drive Japan's growth rates to new highs and relieve the labor
shortages which drive the development of Southeast Asia. But the Chinese
retain vivid memories of a humiliating century during which they were
manipulated into unequal treaties by Europeans, Americans, and Japanese
who used loans and commercial concessi6ns to undermine China's sovereignty.
In order to protect their sovereignty the Chinese have accepted moderate
economic growth rates when they could have growth rates among the world's
highest by accepting foreign investment. China's concern for independence
is not likely to vanish, although further moderations of the policy of
self-reliance will undoubtedly occur in the next decade.**

In all probability mutually profitable relationships will be worked

out between Japan on the one hand and the Soviet Union and China on the

other hand, but these economic relationships are likely to remain

*In April 1974, Japan loaned the U.5.S.R. one billion dollars at low
interest rates for Siberian development. Cf. The New York Times, 23 April

1974, p. 1.

**China has begun accepting some short-term credit, and some tacit
Japaiese loans through banking operations. Cf. Far Eastern Economic Review,
17 June 1974, pp. L42-3.
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relatively modest for the next decade or two. However, the Chinese and

the Russians could get forced into competition for Japanese investments.
Presuming a continuation of the Sino-Soviet split, Japanese development
of Siberia would greatly improve Russia's military capabilities on the
Chinese border, and likewise Japanese development of North China could
greatly improve China's strategic situation relative to the Soviet Union.
Thus to the extent that one of them accepts Japanese development, the
other must seek comparable advantages, either through an opening to Japan
or through an opening to some other large country or group of countries
or through strengthened military alignment with some power outside the

region.

Political Aspects of the Basin

The economic development of the Basin depends upon key political
prerequisites and upon the solution of key political problems generated
by the Basin development itself. Problems arise within individual

countries, among the small powers, among the big powers, and between

small and big powers. Each of these kinds of problems is potentially
serious, but each is susceptible to amelioration through mcderately

competent political policies.

Growth and Stability. Such a dynamic economic process as the de-

1 velopment of the Pacific Basin will generate profound social changes,
which will in turn affect politics within and among the countries of

the Basin. The character of these political consequences is by no means

self-evident. Two decades ago it was thought that economic development

would automatically enhance stability. Subsequently scholars realized

T T R v —
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that the disruptive social change generated by rapid economic growth
i creates political strains within societies and provides new resources
: to discontented groups. But flexible governments should be able to
exploit the same improved communications, leadership, and so forth,
; that insurgent groups exploit.

Societies with (1) strong central government bureaucracies and
(2) party systems that link the government to people are likely to be
able to exploit the additional resources development provides and to
; remain stronger than potential insurgent groups. In their different
j ways both mature democracies and mature communist states possess these
preraquisites of stability. Dictatorships and military governments
often do not. However, throughout Eastern Asia central government
_f efficiency is increasing and lines of communication between center and

periphery are multiplying. Second, some countries have higher toler-

ances than others for the disruptions of development. The Siniculture

areas seem willing to tolerate relatively high levels of social disrup-
i tion so long as they are compensated by high growth rates. Thus Basin
growth need not suffer self-stimulated disruption.

At the same time, if adaptahility of beliefs and social structures
in the service of economic growth is achieved at the cost of ideological
rootlessness and absence of commitment to particular kinds of political
institutions, then growth may simply provide resources to a polity which
will run wild at the first appearance of a strong leader or a national
crisis. The Siniculture areas of Asia may be peculiarly susceptible to
this kind of problem, the archetype of which is the rapid growth and

wild swings of the political pendulum that involved Japan in World

£
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War 1. This phenomenon is a potential problem only in a few states,
most of which are small, but avoidance of such problems, and suppression
of the international consequences of them, may at some point necessarily

become a major goal of Basin members, particularly the large members.

""Weo-Imperialism." Small countries naturally resent the real and

perceived dependence that results from having their trade and investment
dominated by a single big power or by a combination of a few big powers,
even though the trade and investment accelerate their own development.
As Japanese trade has surpassed American trade, this problem has become
particularly acute, because Japanese corporations play the economic game
with unusual ruthlessness. Horror stories of Japanese tactics have pro-
liferated throughout Southeast Asia. Allegedly the Japanese are very
free with bribes. They have on occasion built projects of national im-
portance to a Southeast Asian country with materials so shoddy that they
are banned in Japan. They allow local entrepreneurs to develop a market
for a Japanese product and then sweep in to take over the market in a
manner that bankrupts the local entrepreneurs. They set up joint ven-
tures, then manipulate the market to bankrupt the venture and buy full
ownership. Not all Japanese companies deal this way, of course, but
even a few create a fairly strong reaction. This reaction magnifies

the already important reaction that occurs simply because they are so
big. That such reactions, which have in the past been directed pri-
marily at Americans, should become focusec on Japan is no consolation

for the United States. The Pacific Basin development, and the prospects

for stability in the region, are so important to the U.S. and so vitally
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affected by this conflict, that the U.S. has a strong interest in mini-

mizing the conflict.

Various forces mitigate the friction. The strength of the smaller
powers of Asia and Latin America is so much greater than in the past

that foreign manipu'ation can occur only within fairly narrow limits.

S R TR L R S

Expropriation is so easy, nationalism offers such effective support to

leaders who defy foreign manipulation, and the international moral mood

L2 A

is so opposed to strong interventions, that manipulation and local

reactions are inherently limited.

Regionalism reinforces the strength of individual nations. Economic
growth of the Basin will increase the interdependence of the region, and
thereby stimulate regional organization. Political and business contacts
will multiply, and tourism will greatl; increase cultural interaction and
cultural friction among members of the Basin. The 1970's are likely to
be dominated by economic issues, but the late seventies and eighties may
see the rise of some regional political consciousness. Seminar and
study groups are already beginning to develop, including Hudson Insti-
tute's regional committees and such groups as the Pacific Basin Economic

Committee. At a second stage unofficial trade and investment coordina-

tion groups may arise; given the split between the Pacific Basin trading
and investment area on the one hand, and a similar European area on the
other, groups whose membership r_flects the spiits between the two areas
might arise and compete with groups like the Organizaticn for Economic
Croreration and Development (which attempts to incorporate the entire
deveinped non-communist world). Third, such unofficial coordination

groups may eventually be made official and may become institutionalized in
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a way that reflects the principal lines of cleavage among members of the
Pacific Basin. For instance, such an official trade and investment
coordination council might be divided into a group of large powers and a
group of small powers which negotiate with one another. At a fourth level
of integration systematic 'rules of the game' for structuring and arbitrat-
ing economic competition and ecological issues might arise. Finally, it
is possible that much of the Basin would eventually become a trade and
investment community of some form such as a free trade zone, customs
union, or common market. By the 1980s Latin American and Southeast Asian
countries will probably see themselves as possessing a common relationship
and a common set of problems vis-a-vis the U.S. and Japan. Thus region-
alism will likely develop along functional rather than strictly geographic
lines.

Of the various possible forms of regional cooperation--economic,
political, military and cultural--economic cooperation has proved the
most attainable. Regional development projects, regional investment
standards, regional ecological standards, and so forth, could greatly
strengthen the hands of the small powers and could greatly stabilize
regional politico-economic relations to the advantage of the big powers
as well as the small. This encouraging view of the prospects for re-
gionalism must, however, be balanced by recognition that regionalism
vwill develop gradually, that it will not within the foreseeable future
possess much military significance, and that rising regional interac-
tion an4 interdependence can as easily stimulate conflict as cooperation.

Taradoxically, the presence of two major economic powers in the

recion, romel, the United States and Japan, rather than one, should also
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improve the position of the small powers. Intense competition between
Japanese companies and American companies should provide smaller coun-
tries with an opportunity to play the competitors against one another.
American competition will keep the Japanese on their toes in Southeast
Asia, and Japan will become a major force in Latin America. (Japanese
investment in Brazil should pass American in the 1980s.)

The attitudes of the big powers may also significantly moderate any
potential friction. Japan's Ministry of International Trade and Industry
promised in early 1973 to develop a code of ethics for Japanese companies
operating abroad. Rising political pressures in the United States, and
sympathetic parts of key bureaucracies, may keep the activities of
American companies within certain broad limits. Finally, an irrational
fear in Southeast Asia that Japanese investment will inevitably be
foilowed by Japanese military pressure tends to be alleviated by the
residual presence of American bases in Southeast Asia even though those

bases have no anti-Japanese roles.

Regional Small Power Political Conflicts. Today as in the past one

can easily write scenarios for serious trouble in almost any single coun-

try in Southeast Asia. What has been changing for many years is the ex-
tent to which such events can influence a whole region. In 1950 one could
write a believable domino theory, given the extraordinary wartime weaken-
ing of governments and social cohesion in virtually every country. Ry
1965 one could make such a theory credible only for mainland Southeast
Asia, although until 1965 one could still believe the possibility of a
fairly sudden transformation of the political character of the region--

given the apparent possibility in that year of a simultaneous North

prEEre———
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Vietnamese conquest of Indochina and PK! ascendancy in Indonesia. Today
grandiose domino theories seem absurd, and recurrence of the simultaneous
crises of 1965 seems unlikely although not impossible. Thus political
effervescence internal to Southeast Asia seems unlikely to halt Basin
growth. Likewise, in Latin America one can imagine a fairly sweeping
trend to leftist or extreme nationalist governments, but not to a degree

that would disrupt the overall development of the Basin.

Troubles in Japan. That Pacific Basin development could be dras-

tically slowed by domestic political events in Japan cannot be dismissed.
Something like Prime Minister Tanaka's plan must be implemented if
Japanese development is to continue rapidly and without social disrup=
tion. But various circumstances impede implementation of this trillion-
dollar plan. Most intellectuals have accepted the view that, since rapid
growth has caused social and ecological problems, the only way to solve
these problems is to slow growth; in fact the opposite is true, but de-
cisions depend upon belief rather than reality. Publication of the plan
has been connected with massive inflation of land prices and with alleged
profiteering, both of which stimulate public opposition to the plan.
Popular distrust of government and the rapidly weakening personal puzi-
tion of Prime Minister Tanaka cast doubt on whether he or even his party
can muster the power and will to implement such a vast plan. In addition,
given the extent to which the opposition has been gaining offices and
forcing the defeat of important political initiatives, one cannot dismiss
the possibility of a period of political instability or of the rise to
power of a coalition which would not emphasize growth or which would so

disturb relations with the United States that Basin development faced
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disruption. On the other hand, one can imagine even a non-LDP govern-
ment successfully implementing the key welfare, infrastructure and anti-
pollution features of the Tanaka plan. And high growth rates among
other countries are likely to be stimulaced and supported by Japanese

capital exports even if Japan's domestic growth slows drastically.

Prolonged Energy Crisis. An indefinitely prolonged, serious energy

crisis could slow or halt the growth of Japan and its Siniculture neigh-
bors. In fact, if Japan's oil supplies should be disastrously curtailed
for long periods of time, Japan would almost certainly give overriding
priority to domestic needs and cut off supplies of key petrochemicals to
nearby countries. The effects of such cutoffs on Taiwan and Korea, which
have plunged heavily into petrochemical and shipbuilding industries, could
then become utterly disastrous. In effect, the Pacific Basin scenario
would be run backwards--with political upheavals probably following eco-
nomic debacles. But it would be premature to suppose that such debacles

are likely. >

Big Power Conflicts. Serious warfare among the major powers would

clearly disrupt the development of the Basin. In the past the most
likely such conflict was the United States against either China or the
Soviet Union. However, all of the major powers currently follow Nixon
Doctrine-type policies of providing moral, economic, and technological
support to their friends in the region while avoiding direct military

E involvement themselves. As a result the probability of direct confron-

tation has diminished. Today the most likely big power confrontation

is Sino-Soviet war, and one cannot discount this possibility completely,
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but in the process of becoming deeper the conflict has appeared to
become less volatile.

It isn't hard to imagine other kinds of big power conflict further
in the future. Japan's drive to economic hegemony in Southeast Asia
clashes with China's political ambitions in the region. Japan has long-
standing although currently quiescent territorial and other disputes
with both China and the Soviet Union. The rapid rise of Japan, like the
rapid rise of Prussia a century earlier, could provoke an almost automatic
hostile response from nearby adversaries--particularly as economic success

gradually translates itself into political and eventually military power.

Competition for influence in Korea makes that country a perennial flash-

point in the Northeast Asian power triangle, and the volatility of the

Korean situation will increase dramatically if the United States withdraws

its forces from the region. More generally, the possible withdrawal of

most American forces from Eastern Asia would mcke each of the three major
powers in the region less secure and thus render conflicts more volatile.
But if one had to place bets, one would guess that the next decade or so

will avoid major power wars in the Pacific.

Japanese-American Relationships. Japanese-American friendship and

political-military-economic cooperation can no long=r be taken for granted.
American impatience with Japan's slow pace in lowering trade and investment
barriers and in revaluing the yen have too often combined with simple
neglect of Japan's interests’ to damage Japanese-American friendship.

Likewise, tke Japanese have proved very slow to realize the new

*For details, see, 'President Nixon's Trip to China and
Its Consequences,' in Chapter VI, B, below
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responsibilities for international monetary stability, for ecology, for
development aid, and for limiting the harshness of their economic tactics
in small countries.

Japanese political-military interests in regional stability coincide
with America's, and joint Japanese-American interests in maintaining
stable rules of the economic game and encouraging the growth of the
Basin greatly outweigh the two countries' competition for larger slices
of the pie, but the tendency to focus on day-to-day competition rather
than long-range common interests remains the single greatest threat to
the long-run future of the Pacific Basin. A Japan estranged from the
U.S. would not only make difficult the needed cooperation on military
and economic issues; it would become vulnerable to threats from China
and the Soviet Union, and might get provoked into a rearmament which
could have such worldwide consequences as extensive arms races, nuclear
proliferation, renewal of strong Sino-Soviet cooperation, and increased
friction in Korea, Taiwan, the Kuriles, and all the other sensitive

points in Eastern Asia.

inequality. Finally, Basin growth depends heavily on increasing
economic inequality. Export of industries, which drives rapid develop-
ment into new areas, occurs because certain countries are so much more
successful at development than others that their labor costs rise
disproportionately.

Unfortunately the rising inequality almost certainly cannot be
avoided except at the cost of sacrificing a period of economic develop-
ment which will bring a major portion of humanity up to decent standards

of living for the first time in history. That cost would be unacceptable
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to the poorer people of the region. When the entire region has become
modernized one can easily imagine a leveling off of inequality. Indeed,
Southeast Asian cultures and forms of organization may be more adaptable
to post-industrial development than the Siniculture and North American
cultures. But that is a long way off. In the meantime increasing
inequality can be mitigated but not eliminated. This is unpleasant but
not so unpleasant as to cancel out the enormous positive benefits of

the regional development.

Such inequality is not likely to produce regional instability. It
will produce friction, because of the protests of intellectuals and middle
class political groups. It will undoubtedly precipitate anti-Japanese
and anti-local-Chinese riots.” But overall the realization of success
will somewhat mitigate resentment of others' superior success, and within
Eastern Asia at least there is likely to remain a grudging acknowledgment
that superior Japanese and Siniculture success results from greater dili-
gence and competence. Most important of all, international inequality
is simply too distant from the concerns of most individuals to stimulate
discontent outside certain small elite groups.

All these political relationshins are sufficiently delicate that
they require continuing attention. The rise of the Pacific Basin enor-
mously benefits the United States, the rest of the Basin, and eventually
the whole world. The Basin has great momentum of its own, but it can be
turned into a disaster by shortsighted decisions. Most important and

delicate of all the political issues are American relations with Japan.

“Cince this was written Prime Minister Tanaka's Southeast Asian tour
stimulated such riots.
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Japanese-American political-military cooperation can maintain peace in
the region, or misunderstanding can provoke hostility and worldwide in-
stability. The U.S. and Japan have in the last few years made serious
mistakes in their mutual relationships. The chief hope for the Pacific
Basin is that the rewards of cooperation are so extraordinary, and the
costs of hostility so equally extraordinary, that the necessity for
cooperation is obvious.

To outline the benefits of cooperation, and the costs of failure,
is the chiéf motivation for this chapter. Part of the Pacific Basin
story is histpry, but future uncertainties and obstacles render firm
predictions hazardous. The point is that the obstacles are not insur-
mountable given moderately good judgment. Hopefully, realization of
the auspicious possibilities of Pacif{c Basin development will prove at
least partially a self-fulfilling prediction, and realization of the
awesome costs of less cooperative policies will make narrow, short-

sighted policies less attractive and thus reduce the likelihood of some

of the more disastrous scenarios hinted at above.
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111, POLITICAL CONTEXT |: NORTHEAST ASIA

A. Introduction

This section surveys some assumptions about the trends which will

1980's, some surprises which could affect that structure, and some
..istorical analogies which highlight fundamental aspects of the system.

A later chapter outlines some basic system structures which could

result. We shall sketch trends and policy choices in broad outline and
attempt to raise some axiomatic assumptions to concciousness where they
can be questioned; discussions of individual countries or trends will be
truncated where they do not contribute to this broad outline. The orien-

tation will be primarily political.

B. Countries

t affect the structure of East Asian politics in the 1970°s and early
1

*

1. Japan

In the period since World War 11, Japan's attention and her identity
have focused primarily around her economic miracle. As her economy
passes that of the Soviet Union and approaches that of America, the drive
for economic growth may become less consuming as a goal and less satisfy-
ing as a source of identity. Japan could emerge from an era of economics
and enter an era of politics in the last quarter of this century.

Few societies in world history have been capable of maintaining
political and social stability for long periods of extremely rapid

economic growth such as Japan has undergone in the last quarter century.

l 3 *For added material on Japan, cf. the previous chapter, as well as
: Chapter VI, Part B and Chapter VIIl, Part B.

preceding page blank
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Japan's own experience of extremely rapid economic growth earlier in

this century proved to be extremely destabilizing. Although the case

for probable stability has been ably argued, one may still reasonably
question whether Japan's political and social institutions are sufficiently
flex ble to cope with economic and social change so rapid.

Japan's politics have long been dominated by the Liberal Democratic
Party and by the bureaucratic and business coalition which support that
party. Erosion of the Liberal Party's electoral support as its rural sup-
porters move into the cities and adopt less conservative ideologies has
decelerated, but this does not necessarily mean the indefinite continua-
tion in power of the Liberal Democratic Party or a prolonged period of
political stability. In the July 1974 Upper House elections the LDP lost
heavily in provincial areas. Opinion polls show the Japanese to be deeply
dissatisfied socially and politically. Japan's non-elites have so far
been willing to accept a high level of economic inequality together with
effective exclusion from political influence; but inflation, slower growth,
pollution, welfare inadequacies,* and renewed efforts by the Left to
organize these non-elites against the dominant party, could produce a
strong political force which cannot be accommodated within the current
Japanese political system. |f such a force were indefinitely excluded
from power, the riots for which Japan has become famous could reach much
greater magnitudes and induce a vicious circle of elite intransigence an’
non-elite violence. Alternatively, if such a force were to come to power

it would lack experience in domestic government and international politics,

*For issues and trends in Tokyo elections 1973, cf. Tosh Lee, ""Tokyo
Metropolitan Assembly Election-'973," Asian Survey, May 1974.
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and it would probably explicitly reject all the institutionalized arrange-
ments which had integrated Japan into a more or less stable East Asian
system.

Japan lacks an ideology or an overriding set of social goals or a

we l tanschauung adequate to provide meaning and purpose and policy

coherence over the long run. Economic development has provided a set of
overriding goals for the establishment in the postwar period,and Marxism
has provided an ideology for those who have been excluded from power.

If economic growth ceases to be an overriding goal and Marxism increas-
ingly becomes passe, as seems likely, the Japanese may become susceptible
to some new comprehensive ideology invented in Jap;n or elsewhere. The
character of such an ideology would be a powerful determinant of Japan's

relations with other countries. On the other hand, if some relatively

moderate Marrism came to power, the short-term effect on Japan's inter-
natlonal posture wculd probably be minimal since by the 1980s there will
se several varieties of Marxist societies and the United States may be
accustomed to dealing with them. At the same time a domestic Marxist
orientation could conceivably reinforce other forces which might push
Japan toward a pro-Chinese or pro-U.5.5.R. alignment. Somewhat less prob-
able, but not impossible as an outcome of Marxist government, would be a
popular reaction against mistakes made by an inexperienced leftist coali-
: tion and the resultant rise of a nationalistic, relatively right wing
[ group organized around the Seirankai or their counterparts.
Nn the other hand, the Japanese currently possess a set of plans

whici. _ould alleviate most of their major domestic problems and their

:
‘ tencions with the U.S. and non-communist Asia. The Japanese have committed
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themselves to virtually complete trade liberalization, and barring
protectionist American moves relatively liberal policies will almost cer-
tainly be implemented. The Japanese planning agencies have also produced
Primz Minister Tanaka's plan for remodeling the Japanese archipelago,*
which is a long-term program costing well over a trillion dollars to
modernize the Japanese economy, decentralize the economy, reduce poliution,
build vast infrastructure projects, and improve social welfare. The
effects of this plan would include easing of Japan's most important socio-
political tensions, renovation of the economy, and turning Japan's economy
from an emphasis on exports to an emphasis on development of the domestic
market. Together with trade liberalization, this deem hasis of export
promot ion promised to permanently ease Japan's trade surplus and thus
alleviate key tensions with the U.S. However, rising oil prices have
forced Japan into a balance-of-payments deficit and thus domestic and
international pressures now contradict one another; the resolution will
depend heavily upon worldwide oil negotiations.

But Prime Minister Tanaka's plan has encountered great resistance.
Its release has stimulated land speculation which is blamed for Japan's
recent extraordinary inflation.** Japanese intellectuals believe that
growth inevitably means more pollution, and this erroneous view has
created resistance to a plan designed to enhance long-term growth. Set-
backs in foreign policy (the '"Nixon shocks,' the soybean embargo, and so

forth), disappointment with pace of domestic reforms, and sheer electoral

"Kakuei Tanaka, Building a New Japan (Tokyo: Simul, 1972).

““Subsequent 1973-74 fiscal policies and international trends greatly
exacerbated inflation.
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boredom with the Liberal Democratic Party, have decreased the strength of

the government and thereby decreased its ability to implement such an

imaginative plan. Along with the optimistic projection of a Japan using
the Tanaka plan to solve its basic problems, one must therefore also
j include a pessimistic scenario. Liberal Democratic weakness could impede
implementation of the Tanaka plan, and non-implementation of the plan
could exacerbate the problems which cause Liberal Democratic weakness.
One could imagine in this situation that the Tanaka Cabinet could be
rapidly followed by another Liberal Democratic cabinet. which would also
lack strength, and that continued failure to solve basic problems through
formation of a coalition between the more liberal LDP factions and some
Socialist or Komeito factions. In this scenario, failure to implement
the Tanaka plan would mean worsening Japanese-American economic and
political tensions, and the ascendancy of a partially socialist govern-
ment would bring to power sone men of decidedly anti-American views. |f
K this happened, Japanese-American relations could become very tense, and
the Security Treaty would probably be abandoned. But one can also imagine
that even such a cabinet might not wish to exacerbate tensions with the
U.S. excessively, and one can easily imagine such a government implementing
the thrust (but probably not the details) of the Tanaka plan, since compel-
ling economic reasons exist for the broad outlines of the plan, and since
the welfare, infrastructure, and anti-pollution measures don't contradict
any central articles of faith of the Socialist and Komeito parties.
Internationally Japan views herself as unique and superior. Unlike

the United States, the Soviet Union and China, Japan does not feel any

need to proselytize its system elsewhere; thus Japan's involvements with
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other nations tend to be essentially non-ideological. Japan has a strong
ll stake in international stability because of her dependence on foreign
resource agreements, foreign markets, freedom of the seas, and increasing
| overseas investments. Japan perceives herself as weak because of her
lack of military power, her dependence on external supplies and on
vulnerable sea lanes, her scarcity of social overhead capital, and her

l perception of the United States as an ally which cannot quite be trusted.

Diffuse anxiety dominates specific threats or fears in Japanese politics,
but the years prior to World War 1l demonstrate that diffuse anxiety can
drive foreign policy just as successfully as can reactions to specific
threats or fears. Despite her perception of herself as weak, Japan is
getting stronger and increasingly resents dependence on the United States.
She is aware of her great economic strength and possesses a sense that
Japanese deserve world influence and status as a result of their economic
success; moreover the very magnitude of economic success leads to a
search for other, predominantly political, goals.

Japan's economy has grown so rapidly that its per capita income has
already passed the Soviet Union's and its standard of living will soon

be embarrassingly higher. She is already becoming the dominant economic

power in Eastern Asia, and has already surpassed the United States as the
primary trade partner of Southeast Asian countries other than Indochina.
She is on the way to investment positions in Canada and Latin America so

strong as to balance American economic influence by the 1980's.

The attitudes of major developed foreign powers (Russia. Europe, the
United States) toward Japan will be determined in large part by economic

competition and the fears and hurt pride of competitors who have been
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roundly beaten in the economic competition. Japan is likely by the 1980s
to feel that suipassing the United States in economic power and Asian
political influence is a major long-term goal.

Despite Japan's objective strength and her sense of cultural super-
iority, Japan finds herself feeling isolated and insecure and this
situation is likely to coexist for a long period with Japan's rising
economic and political influence in Asia. Japan's remaining diminutive
resources of such raw materials as copper, gold, zinc, mercury, lead and
iror. will soon be exhausted and their final exhaustion will symbolize
for the Japanese the utter dependence on foreign sources of raw materials

which has haunted Japanese policy throughout this century. Although

]

i relations with China and the Soviet Union have improved, the et impact
; of the last five years has been to inérease Japanese insecurity because
5

% of deteriorating relations with the United States and with the Southeast
f Asian countries. The concomitance of domestic political discontent with

the oil crisis, with Southeast Asian riots and with shocks from the United
States has exacerbated both domestic and foreign policy problems. Japan
i finds herself dependent on the U.S. but feeling betrayed by the U.S., com=-
mitted to growth but fearful of the domestic and international consequences
of growth, determined to shape distinctive Japanese policies but fearful
of the consequences of a strong stand on any particular issue, determined
not to rearm but fearful of the possible fraying of the American umbrella.
Faced with these contradictory claims on her national policies, Japan

5~ fallen into a pattern of what looks to American observers like over-

reac' ion and excessive concessions that may damage Japanese interests in

tho long run. After President Nixon's trip to China, much of Japanese
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opinion became convinced that the U.S. would force Taiwan into the arms

of Peking and much of Japanese policy since then has seemed predicated

on such an overinterpretation of American purposes. In negotiating with
the PRC for an air link between Tokyo and Peking, Japan incurred sub-
stantial economic losses for no apparent gain except ephemeral, political
good feeling. In the oil crisis of late 1973 and early 1974, Japan neces-
sarily adopted a pro-Arab political stance, but also committed herself to
development projects 'n the Middle East and in Siberia which might prove
costly in the long run. Japan's loans to the U.S.5.R. for Siberian
development were made on concessional terms. Portions of the Japanese
public react nationalistically against such displays of weakness and the
time could come when such backlash constitutes a major determinant of
Japanese: policy.

Japan's post-World War |l growth seems even more meteoric and
significant than the rise of Japan in the late nineteenth century. One
is tempted today to compare this phenomenon with the rise of Prussia in
1870. Then, the rise of Prussia was a completely surprising event to the
Europeans, but for the next one hundred years the history of Europe could
be characterized as being dominated by the need for a European interna-
tional system able to accommodate the newly powerful Prussia, and for a
Prussia able and willing to come to terms with its European neighbors.
The next fifty years or more of world history may well be dominated by
the need for a worldwide system capable of adjustment to the rise of
Japan. This is not meant to suggest a comparison of Japan with imperial

Germany as a militaristic v aggressive state, although that is a
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possibility. 1in fact, confrontation between China and Japan is possible
but also avoidable.
The situation is a little like the confrontation between England
! and Germany during the 1870s and 1880s. By 1880 many Englishmen
. recognized that Germany's rise was rapid and momentous, and that a good
{ chance existed that Germany would eventually dominate Europe. Most of
| these Englishmen nonetheless were not deeply concerned. They were
é willing to give up their 100-year old balance of power and policv in
i Europe on the arounds that Germany and Enaland were friendlv countries.
vervy similar in backaround and outlook. Their aristocracies were inter-
married and went to one another's schools. the King of England was of
German descent; there was a certain real identity of values anhd views
between the elites of the two countries. The English also felt that
their strategic situation would not be untenable even if Germany's army
were the most powerful! in Europe. Germany would provide a very useful
buffer against Russia, and the French would provide a useful buffer
against Germany. Unfortunately, the Germans in their attenpt to become
he dominant power in Europe undertook to build a fleet which threatened
the British rule of the seas. And the British then felt themselves forced
to make up with their three hundred-year-old enemy, France, in order to
counterbalance this naval threat. Todav many historians have come to
agree that Germany's decision amounted to virtually a frivolous mistake,
and that as much as anything this mistake caused the catastrophies of
World War | and World War {}.
One can imagine evolution of a similar competition between Japan and

China. Most outside observers have greatly overestimated the actual fear,
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hostility, or apprehension that existed between these two countries, but
as far as an outsider could tell, there was very little hostility towards
China in Japan. Most Europeans and Americans simply did not understand
this. Since they also tended to overestimate the aggressiven :ss, power,
and dynamism of China, they assumed that the Japanese must fear this
potentially aggressive and powerful state. Those who were aware of the
enormous dynamism of the Japanese economy also tended to assume that the
Chinese were equally aware of this, that the Chinese put the same emphasis
on such factors as Gross National Product and technology as did Americans
and Europeans. In fact, it seems much more likely that two or three year:-
ago China's concern about Japan related almost entirely to the American
presence in Japan. At the same time about the only scenario for war with
China that the Japanese could write involved American bases and U.S.
policies as the precipitating and perhaps major cause. That is, it was
U.S. protection and U.S. ''peacekeeping' itself which was regarded by the
Japanese as making likely or possibie a Sino-Japanese confrontation.

At least, until recently, Japan still saw China primarily in the pre-
World War 1| image as a weak and backward country unsuccessful in economic
development and subject to political excesses. Nonetheless relations with
China are @ delicate issue. Japanese remember their cultural borrowing
from China and are conscious of China's propinquity and nuclear weapons.
Disputes over China policy are intense because of their linkage to
domestic ideological conflict and to .Japan's lack of specific political

identity and because many businessmen accept the fantasy of a huge

economic market in China.
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In the early 1970s the tendency of “these two great Asian nations to
underrate one another has begun to change. The Chinese seem more con-
scious than they have been in the recent past that Japan will become a
great power in Asia--perhaps the greatest power. Periodically the Chinese
have in the past tended to underestimate Japan's potential strength.

They seem now just beginning to become fully aware of the fact that these
small islands off their coast, with only one-eighth of China's popuiation,
possess more than twice China's Gross National Product, with an economy
which is growing at about twice China's rate. While the Chinese have long
emphasized the military importance of sheer masses of inspired and dis-
ciplined men, they nc cannot help but realize that the advanced technology
and enormous Gross National Product of Japan are likely eventually to
produce for Japan significant mllitar; power--even if the Japanese do not
build nuclear weapons, and certainly if they do choose to enter the ranks

of the world's nuclear powers.

The Japanese on their side are becoming increasingly aware of the
hostility of the Chinese towards Japan (and even apprehension often
appears to the other side as hostility). |In any case the Japanese are
increasingly conscious of the increasing Chinese awareness of Japan as a
potential threat. Most Japanese seem rather surprised at this. They
know (or at least they believe they know) that Japan does not intend to
build nuclear weapons. They also know that the Japanese have no aggres-
sive intentions towards any nation. Sometimes in discussing this issue
with Japanese one can explain the Chinese position by simply asking the
Japanese to imagine themselves in Peking and then look at Japan from

thorc. Not only does Japan have twice the GNP, growing at twice the
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speed, but the Japanese are well-known for possessing a situational ethic.*
Such an ethic may suggest today, when Japan is weak and a "low posture'
perfectly fits its foreign policy requirements and economic needs, the
Japanese will commit themselves to this low posture as virtually a moral
imperative. It also suggests that they may be equally likely to make a
commi tment to a quite different ethical and moral imperative if the
economic, military, and political situations change. This should not be
considered a matter of conscious deception or a sign of moral or ethical
weakness--it is not, at least in the Japanese culture.

Japan's nuclear decision will have much to do with how the Chinese
perceive Japan, and Japan's political and military intentions, during
the next few years. There are additional factors of tension which can

play an important role. First of all, there simply is a history of

*To give a dramatic example of the Japanese situational ethic, just
recall the kind of incident which was common in World War Il. Often a
Japanese army unit would leave a soldier behind, perhaps in a desperate
rear guard action, or perhaps because he was wounded. He would be given
a grenade so that if he were captured he would pull the pin and kill both
himself and his captors. Even badly wounded Japanese soldiers could
usually be depended upon to perform this desperate act. |f, however, it
happened that this Japanese soldier were taken prisoner--generally by
falling unconscious from wounds or being overpowered and disarmed--the
next day the soldier would very often express a desire to join the
Americans. It took the Ame~icans many months before they realized that
these requests were genuine. This man who had been perfectly willing to
commit suicide for his country now was willing to get into an American
reconnaissance plane and point out the fortifications, the ammunition
dump, and so on, on his own side of the lines. Having been taken
prisoner, this man regarded himself as in fact a dead man. Or better,
the old slate was wiped clean and he was starting a brand new life.

Given this enormous change in his situation, he now was free to join the
Americans. His concept of obligations, values, ethics, and so on,
changed with the situation, and this idea is very deep in Japanese
culture. We should not be surprised if Japan's current, seemingly almost
total, commitment to pacifism and anti-nuclear attitudes proves to be not
at all as deep as it is normally taken to be.
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Sino-Japanese conflict--of rivalry over Korea, and in recent times of
Japanese intervention on the mainland. The status of Taiwan is an issue
of political contention. Japan's relationship not on'y with the United
States but with Russia will be important. Japanese economic relations
with the U.S.S.R. have been growing and now include some cooperation in
the development of Siberia. Close Japanese relatlons wlth the Y.'S S R.

would mean to China that Japan was cooperating with both of China's major

!
ﬁ opponents in the world--the United States and Russia. Chinese propaganda
! has, in any event, long contended that Japan is America's ''running dog'" in
Asia.
There will be economic-ideological conflict. Japan today is the

most dramatic success of '‘capitalism'" in the world. There is a vibrant

development In the economles of states all along China's rim--In South

Korea, Hong Kong, Taiwan, Slngapore, Malaysia, and perhaps eventually,
even in South Vletnam, Indonesla and Thailand. These nations all are
likely to develop on capitalist terms, with Japanese industry and
capltal taking the crucial role. What will China's response be? It
may fight these developments with political and subversive weapons. It
might also ignore them, arguing to its own people and to the world that
' this kind of economic development is exploitative, corrupting to th.
! people, a decadent phenomenon. China could offer itself as a model of
| austere but also egalitarian socialist development.
At another level of rivalry, China will certainly find itself over-
shadowed by Japan as a world power. In the 1960s China was widely

discussed as potentially the third "superpower''--next to America and

Russia the most important state in the world. Even today this is not

S————
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so. Everyone is coming to understand that Japan is Asia's true super-
power, and that by at least the conventional indices of world power--
excluding only gross population--China ranks well down on the list. In
terms of total Gross National Product, China is at about the level of
Italy, outranked by Canada. The Chinese may resent having the Japanese
ranked above them in the eyes of the world. At the same time the Japa-
nese well may resent China's old--and continuing--tendency to treat the
Japanese as inferiors. In recent years trade delegations from Japan to
China have been compelled to perform a kind of modern version of the
kow-tow, issuing statements denouncing the policies of their own country
in order to obtain trade agreements. Satisfying as this may have been
to the Chinese authorities, it is impossible to believe that it has nor
created enormous repressed resentments within Japan. Even those young
Japanese who condemn their own country's pro-American policies must
have resented this tactic of the Chinese, and the humiliation of Japan
that was involved. Many of these young Japanese, otherwise inclined to
sympathize with China and its domestic policies and accomplishments,
have also been repelled by the spectacle of the Cultural Revolution. There
was much that went on during the Cultural Revolution which was profoundly
upsetting to a person of Japanese (and Chinese) moral and cultural
inheritance.

These factors of tension do not imply that conflict between the
two countries is inevitable--only that it can easily happen, and that
intelligent policies are needed on both sides to preserve the peace and to

establish sound and fair relations between the two countries. The

crucial points of tension will be Korea and Taiwan, where Japan is
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certain to become increasingly committed economically, and may assume
an enlarging political and even military role as the United States
reduces its commitments under the Nixon Doctrine.

Yet in some real sense time is on the side of peace. The Japanese
have no serious territorial claims or revisionist ambitions. {f it is
prosperity and prestige the Japanese want, they can easily get it without
war or military interventions. Indeed, one can imagine Japan estab-
lishing a rather high degree of economic predominance in Pacific Asia
through peaceful means--not through hegemony or dominance (at least as
long as the United States, and to some degree the Western European powers,
are present in Asia). They can enjoy a very high degree of political
influence In Asia, and the world. The United States is probably willing
to continue to play, at least to some.reduced degree, a role as policeman
in the Pacific--certainly against naked aggressions; if the Nixon Doctrine
is likely to work anywhere in the world, Pacific Asi> seems the area
where it might work best. The United States will no doubi continue to
be willing to give the Japanese a '"free ride,'" but from the viewpoint
of almost everybody concerned, this is a good free ride to give.

And as for China's future, as far as one can tell China has no real
territorial ambitions anywhere in the area either, and while they have
powerful ideological ambitions :hese are also matters of long-term expec-
tations and strategies. To maintain a high degree of rhetorical hostility
towards the capitalist world may be very important from the Chinese point

¢ ‘ew, but this need not become translated into confrontations. Much

depc ‘s vpon how the Chinese leadership sees its goals. |If it chooses

t'. road of military pressures or political subversion, it will sooner
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or later provoke a conflict with Japan--but not only with Japan. If it

follows a course consistent with China's past (and in important respects,
consistent with the thrust of the Cultural Revolution), preserving a
certain national isolation, concerned with China's own progress as a
""model'"' of revolutionary progress and national self-transformation,
hostile to the materialism of modern consumer capitalism and preaching
austerity and ''virtue'" to its own people, then its relations with Japan
will have points of trouble and tension, and the level of rhetorical
conflict may be high, but the actual relations between these two remark-
able nations may be surprisingly peaceful.

Recently concern has developed in the United States and elsewhere
that the Japanese-Chinese relationship might become excessively friendly.
The rapidity with which Japan established diplomatic relations and
formally cut her diplomatic relations with Taipei, and the Japanese will-
ingness to sacrifice lucrative air routes to Taipei and use of Taiwan's
air space in order to establish an air link with Peking that has cnly
political value, have led some foreign observers to fear a Japanese move
into a very close relationship with China. In addition, some obscrvers
note that many Japanese expect the China market to become a great market
for Japanese goods, and also that Japan, with its severe labor shortage,
could gain enormously from a Chinese decision to allow Japanese capital
and China's enormous reservoir of labor to cooperate. However, the speed
of the Japanese rapprochement with China resulted primarily from Japan's
fear of losing part of her China market to the United States; from strong
reaction among the Japanese political elite to the shock of the Nixon trip

to China; from domestic political demand for strong and innovative Japanese
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foreign policies in the wake of what appeared to be abandonment by the
United States; and also from a belief that the trend of American policy
indicated that America would force Taiwan into the hands of Peking.

China's overall policy of self-reliance, her memories of previous exploita-

tion by Japan, and her resentment of the foreign image of China as a source
of cheap labor, will all combine to prevent economic reasons from pushing
Japan and China into an excessively close embrace.

Although Japanese perception of possible difficulties with China is
rising, the greatest Japanese security fears are focused on the Soviet
Union. Whereas China has for most of recent history been a weak country
that could not possibly threaten Japan, the Soviet Union put up a tough
fight before being defeated by Japan in the Russo-Japanese War and was
one of the victors in World War |l. The Japanese share grim memories of
the end of World War |l when the Soviet Union declared war on Japan after
the latter was already effectively defeated. Many Japanese soldiers
f disappeared into Slberia never to be seen again, and the Soviet Union
took possession of portions of Sakhalin lsland and the Kuriles which
the Japanese continue to consider Japinese territory. The Soviet Union
refuses to negotiate these territorial disputes from fear that conces-
sions to Japan would lead to demands for concessions for other countries
which lost territory to the Soviet Union in World War Il. In the posc-
World War || period, memories of these disputes with the Soviet Union have

been regularly jogged by Soviet naval activities and intrusions into

Japanese air space. According to popular opinion polls, the Soviet Union

has a quasi-permanent place as one of the countries the Japanese like

least in the world.
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Despite all this, American multipolar diplomacy has convinced the
Japanese that they need to seek better relations with the Soviet Union,
and the oil crisis of 1973-74 has magnified Japanese interest in develop-
ment of potential oil and other resources in Siberia. As a result, the
Japanese have committed themselves to a $1 billion investment in Siberian
oil development and have become more serious in discussing possible
additional ventures in Siberian development. These joint ventures carry
with them potentially great political consequences. If they tecome
greatly expanded, then the Soviet Union obtains a sensitive point upon
which to exert pressures on Japan. If the ventures are successful and
come to involve large Japanese interests or large numbers of Japanese
individuals, then the domestic forces within Japan pressing for better
relations with the Soviet Union could expand rapidly. On the other hand,
if the difficulties in dealing with the Russians and in exploiting the
hostile environment of Siberia prove as formidable as some observers
believe, then the Siberian venture could become a source of substantial
friction and disillusionment among the Japanese.

The larger the Siberian project becomes, the more it becomes a
crucial item in the security calculations of Korea and the People's
Republic of China. To Chinese strategists, Siberian development neces-
sarily poses an immediate and very rapidly expanding military threat to
Manchuria, and China will have to counter such a threat uriless relations
with the Soviet Union improve dramatically in the meantime. China could
respond either by becoming extremely hostile to Japan or by giving the
Japanese some kind of parallel incentives to facilitate Manchurian develop-

ment. Whatever their response to Japan, the Chinese might very well
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attempt to use American political and economic power to balance the
effects of Siberian development. This Chinese strategy could have very
favorable strategic and economic consequences for the United States in its
competition with the Soviet Union; but, if it created a source of friction
with Japan and an increasing Japanese-Soviet vs. American-Chinese align-
ment,could be extremely damaging to the worldwide strategic posture of the
United States. Japan will, for a long time, remain the key to the East
Asian balance, and the United States will need to resist temptations to
allow interests in China to overwhelm interests in Japan.

Korea and Taiwan are both perceived by Japanese students of inter-
national affairs as important. Korea is classically viewed as a gun
pointed at Japan, because it is the classic route for invasion of Japan,
and it is the site of previous wars wfth the Soviet Union and China.

Japan dominates South Korea's trade, and ha: experienced increasing
friction due to an excessively favorable balance of payments and South
Korean resentment of Japanese intercourse with North Korea. Taiwan is
strategically important to Japan, but the Government of the Republic of
China (GRC) fears Japanese influence over the native Taiwanese popula-
tion, other Asian countries remember Taiwan as a jumping off point for
Japanese invasions, and the Japanese have backed away from guaranteeing

the defense of Taiwan. Taiwan is also economically important to Japan,

B

and Taiwan's trade with Japan is somewhat greater than the PRC's trade

W

with Japan. Japan was tied to Taiwan by a World War |l peace treaty
and by gratitude for personal reasons and for the absence of reparation
dema ds in the wake of World War 1l. Despite all this, in 1972-73

Japanese politicians and businessmen expressed inc.easing willingness to
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trade friendship with GRC for fricndship with the PRC. Japanese invest-
ment in Taiwan leveled off dramatically in 1972, and Japan replaced her
diplomatic ties to Taiwan with ties in Peking. Likewise, Japanece
almost universally believed the U.S. was pushing Taiwan into political
reunion with the PRC, and they therefore believed such a reunion to be
inevitable;* believing this, they have severed relations with the GRC
and undertaken other actions which have annoyed U.S. policymakers
seeking to maintain Taiwan's independence. But Japanese investment
rose to roughly its earlier levels in 1973, and the 1974 Japan-PRC
airline agreement stimulated sufficient dissension in Japan that prob-
ably no LDP government can afford to do a great deal more damage to
Taiwan's interests in the short term.

In Southeast Asia, Japan is likely to exert such powerful economic
influence that her trading partners come to feel excessively dependent
upon her. Southeast Asian resentment of Japan, dating from World War |1,
remains active. Threats to Japan's raw materials or to her naval rights
in the Malacca Strait could evoke a major naval program. |In order to
avoid such frictions and resentments, Japan might very well seek to
promote an Asian sense of common identity and an economic co-prosperity
sphere, whose primary purpose would be political preemption of resent-
ments rather than the economic bernefits of a common market. On the other
hand, balanced economic competition with the U.S. may mitigate small

countries' resentment of both the U.S. and Janan.

*This is based on early 1973 interviews. The attitudes began to
change somewhat by late 1973 on the basis of increased knowledge
2nd reconsiteration of Japanese interests and reconsideration of
Japanese interests.




mﬂ‘-’njq._.

Hi-1661/2-RR
Japan will probably rearm to an important extent in the 1970s and
1980s. The key questions involve the pace and character of this rearma-

ment. Becaur of the rapid growth of the Japanese economy, the Japanese

military establishment will grow rapidly even if the defense budget is
held constant as a proportion of GNP. By the late 1980s Japan could have

a trillion dollar GNP, so even with defense budgets held to two

percent of GNP she would be spending $20 billion per year on defense.

Japanese defense budgets have been held down both by the widespread
post-World War il anti-militarism of Japanese society and by a quite
rational calculation that Japanese security and economic growth could
best be maximized by dependence on the United States and by an inter-
national posture which threatens nobody militarily. But anti-militarism
and the so-called nuclear allergy are eroding, and various trends are
undermining the argument that Japanese goals can best be achieved by
minimi zlng the defense budget.* Japanese perceive the reliability of
the American deterrent to be decreasing because of increasing American
friction with Japan, decreasing American military power in the Western
Pacific, lower American morale, and the likelihood of a Chinese ICBM.
The American relationship with Japan is perceived as a useful bargaining
counter with the Soviet Union and China, but at the same time Japanese
economic success has brought Japan to the point where it desires political
equality with the United States, greater leverage over American policies

Iin Asia, and a relative reduction of American influence in Asia. Among

*The September 1973 court decision that Japan's Self‘-Defense Forces
are illegal could turn into a major political problem, but could also
prove easily reversible. Cf. Masaru Ogawa, ''SDF and Constitution,' Japan
Times Weekly, 15 September 1973. g
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young Japanese there has arisen an emotional nationalism which demands an
assertive Japanese political role and a partially anti-American political
stance. In addition to these basically political trends, some Japanese
increasingly argue the value of technological spin-offs of military
research and of the utility to the economy of the defense industry; as
the military sector of industry increases in size special military-
industrial interests will also gain increaset political clout.

It has been widely believed in the world at large, and far more
important within Japan itself, that the Japanese people have an intense,
deep-seated, animosity toward nuclear weapons, even a ''nuclear allergy"
because of their experience at Hiroshima and Nagasaki. It is probable
that this "allergy'" is more complex and subtle than is usually understood,
even by most Japanese. Although genuine nuclear pacifism and international
ideal ism are unquestionably invclved, much of the emotion and activity

usually thought to demonstrate anti-nuclear sentiment in Japan often is

also concerned with such matters as anti-militarism (in particular, nobody

in Japan wants to return to the prewar conditions of the Japanese officer
corps and ''government by assassination''), some degree of anti-Americanism,
a certain amount of political partisanship directed against the Liberal
Democratic Party, an almost inevitable by-product of the '‘low posture'
foreign policy and internal economic expansion, etc. Also, one of the
most important reasons the Japanese ''nuclear allergy' persists is simply a
basic and widespread belief that there is no pressing need, in terms of
Jaranese security or other current and imperative national interests, for

obtaining weapons at the moment.
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Today all these factors inhibiting Japan from nuclear status seen
to be eroding. For example, by 1963 much of the animosity against the
"illegal" Self Defense Forces had dissipated; in 1964 there was a certain
revival of war songs and of revisionist theories of the war, and, in
general, romantic attitudes about the war began (and continue) to replace

the previously total rejection of war or militarism. By 1965 it was

possible for visitors to discuss most issues of national security with

most Japanese in a relatively unemotional way., By 1966 Japancse were

b
E

willing to discuss nuclear issues in the same unemotional and objective

way. By 1967 there was a somewhat surprising depth of animosity generated
in Japan against the nonproliferatior treaty negotiations, Not only was ;
the depth and pervasiveness of the emotional reaction surprising to many
in the West, but probably it was surprising to many Japanese. Since then
there has been an increasing tendency for the formation of serious study 2
groups on nuclear issues--even study groups combining participants from
both the Right and the Left. This last point is an important one; both
the Left and the Right may wish to have ''temporary'' nuclear rearmament.
The Left may wish to be independent of the United States, and the Right
may strive for national prestige, power and independence.

It is worth noting that in informal polls of Japanese graduate
students, even in university departments that were very anti-militaristic
and Leftist, the overwhelming majority felt that Japan would acquire
nuclear weapons within five, ten, or at most fifteen years. Most felt
+hat such nuclear armament, if it were to take place at all, would occur
after West Germany or India had created a precedent. That would make

Jaran nuclear power number 7 or 8--which somehow does not seem an act that
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would '"'rock the nuclear boat'' excessively. But anti-nuclear sentiments
are still strong enough, despite the Indian nuclear explosion, that it
seems likely that if Japanese nuclear rearmement comes, it is more
likely in the 1980s than in the 1970s.

It should be realized that if Japan does get nuclear weapons in the
1970s, and in particular if it procures them in a relatively '‘irresponsible
manner'' so that further nuclear proliferation is touched off, enormous
animosity will be created in much of the rest of the world and
especially in Asia. For one thing, there will be general accusation of
trickery and hypocrisy. The Japanese have advertised their peacefulness--
and their nuclear allergy--so extensiveiy and so intensely that most people
simply cannot now believe that the issue is really either as complex or as
subtle as has been indicated or that, despite superficial appearance, a
rapid change in Japan's nuclear policy is indeed possible. Having over-
estimated the depth, pervasiveness, intensity, and permanence of the nuclear
"allergy," people will overestimate the seeming trickery and hypocrisy in-
volved in policy reversal. China, in particular, would be affected.

1t makes sense for the Japanese to go through the 70's without nuclear
weapons--thus sparing themselves a certain amount of expense and a great
deal of trouble. This would in many ways be a more momentous decision for
the Japanese than the world realizes; still, they may judge it the least

costly policy--in terms of an overall assessment of the various risks,

national security issues, prestige and economic considerations, and other

matters. This may even be true if the Japanese intend to attain full

great power status in the 80s--including nuclear armament. Premature
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moves in that direction may retard the attainment of that goal and raise
grave risks and other costs.
A Some Americans have attempted to push the pace of Japanese rearmament
out of the desire to have the Japanese take over some of the defense role
which America has been trying to abandon partially under the aegis of the
Nixon Doctrine. However, the Japanese react to such American pressures
with anger and with the sharp and credible reminder that even if Japan
does rearm she will not pick up American chips in Southeast Asia. From
an American viewpoint, Japanese rearmament is not necessarily advantageous,
even though such rearmament might lead to a slight, temporary reduction in
American defense costs. Rather, Japanese rearmement is likely only in a

T context where the Japanese feel extremely isolated and betrayed by their

5

allies. In such a context rearmement is likely to take on anti-American
overtones. Moreover, rapid Japanese rearmement would greatly stimulate
Chinese and Russian fears and could thereby provoke a worldwide arms race
exacerbated by severe tensions in Korea, in the vicinity of the Senkaku

* Islands, in the Kuriles, and along the continental shelf of Asia. In
other words, such rearmement might transform the international environment
in which the United States operates from a relatively benign and even arms

control-oriented environment to a rather tense and hostile environment.

2. Soviet Union.* 1In some ways the U.S.S.R. is the country with

the most complex situation, and the most puzzling options, pressures and

1 ¥ problems. Internally, it seems to face a serious crisis of ideological

“The following four paragraphs are from The North Pacific Power

Triangle, Hi-1605-RR, 17 October 1972, v-vii. For further details, etc.,

cee the U.S.S.R. chapter of that report. For an analysis of the Soviet _
Union's promotion of an Asian Security System, cf. Chapter 1V of Appendix k.
Two.
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and organizational obsolescence. Rather than catching up with the West

it is losing much, but not all, of the technological competition and not
doing extraordinarily well in economic growth--particularly in an economic
competition with the Japanese which is increasingly important for ideo-
logical reasons. (They did not have the October revolution to be third.)
On the other hand the U.S.S.R. now has the largest strategic forces in the
world in terms of numbers and size of missiles and (depending on how one
does the evaluation or on what issues one emphasizes) one can argue that
at a minimum it bas obtained a new level of relative equality with the
United States, or even a kind of superiority. One effect of the SALT
agreements is a likely enhancement, politically, of the apparent superi-
ority (from some points of view) of Soviet strategic forces, and a further
weakening of belief in U.S. nuclear guarantees and in U.S. strategic
dominance cenerally.

Further, recent discoveries of oil and gas in Siberia and increasing
world need for many of the resources that Siberia can supply have given
the Soviets an enormous potential asset. (Siberia may have more natural
resources available eventually than Australia and Canada put together,
but they are difficult to extract, difficult to transport, and in some
cases may exist in more modest quantities than Soviet advertising
suggests.) The Soviets seem, at least tentatively, to have decided to
develop Siberia, not according to the needs of European Russia or its own
regional defense, but as an important commercial and economic asset which
can produce foreign exchange by selling its products to the world. (How-
ever, it is far from clear whether the Soviets will be able to carry out

this decision in view of the many obstacles, physical and social, that it
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faces.) In particular the Soviets clearly seem anxious to use American

and Japanese capital, technology and management, probably often in some

kind of flexible joint venture and consortium-type arrangements. However,
all three, but particularly the Russians and the Japanese, fear dependence
on each oth. -, and there are many other ideological and prestige issues
which may get in the woy of very close cooperation. |In addition the Soviets
are faced with a number of contradictions to greater Russian-Japanese
cooperation, such as the difficulty in achieving a satisfactory World

War || peace treaty, Russian embarrassment at Japanese economic success,

and various other considerations mainly involving prestige, ideology,

and the characteristics of the social bureaucracy.

Despite the great improvement in the Soviet military position, their
world position has (with important exceptions) deteriorated since Stalin's
death because of such factors as Japanese and West European stability and
wealth, the rise of a hostile China, their lack of continued progress in
the Third World, and the growing alienation of various new and old Left
movements (both inside and out of the bloc) from Soviet leadership,

Russia's primary 'nterests in the Northeast Asia region presumably
consist of avoiding unfavorable coalitions, diminishing American influence
3 without letting it become replaced by excessively dynamic Japanese or
1

Chinese influence, maintaining or asserting leadership and status in the

world Communist movement, developing Siberia and the Maritime Provinces
B and, of course, avoiding war.

Contemporary Soviet foreign policy is characterized in part by increas-
ing Soviet naval power and political initiatives in Asia, because of her

conflicts with China, her attempts to outflank China and the United States

4
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in India, Southeast Asia and elsewhere, the rise of Japan, and the relative
weakening of American influence. In order to further weaken American in-
fluence in Asia, the U.S.S.R. is engaged in a major effort to construct a
network of Asian alliances which she groups under the title of an Asian
Security System.* This trend of increasing initiatives could be interrupted
by prolonged and serious conflict in the Middle East, by difficulties in
maintaining hegemony in Eastern Europe, by cooperation between China and
Western Europe, or by internal difficulties. By the 1980s the Soviet

Union could be seriously overextended, even more seriously relative to its

resources than was the United States in the late 1960s. Her economy is

likely to grow much more slowly than Japan's and not much faster than

¥
b
b

; E
.: ?

America's. The areas of Soviet Asia from which the Soviet Union confronts
China and Japan are underpopulated and the northern tier of a second rail-
way system through Siberia is not due for completion until 1980. The
pressure of conflicts with China nay be sustained and the temptation to
invite huge amounts of Japanese capital into the area will be strong.

Japan may very well object to activities of the Soviet Indian Ocean Fleet

R

which appears intended for political influence on the South Asian area

spcsrogpry 4

but could also threaten Japan's oil supply lines. This fleet, together
with Japanese dependence on Middle Eastern and (by the 1980's) possibly
Siberian oil, give the U.S.5.R. a strong strategic position relative to
Japan. That position is reinforced by reductions in American presence
. and by the possibility of Soviet influence in Taiwan,
Confronted with a strong Japanese-American alliance, the U.S.S.R.

might seek to improve relations with China by ceding some territory,

“See the appendix by Alex Ghebhardt. American analysts have
general ly underestimated the seriousness of this Soviet effort.
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withdrawing some armies, reducing the level of ideological polemics and
providing some economic aid. The U.S.S.R. could be forced into such a
policy by fear of Japan and by Chinese acceptance of large amounts of
Japanese capital and influence in Northern China. A weaker alternative
would be a Soviet alliance with Taiwan in the event that the United States
withdraws from its alliance with Taiwan and Mainland China refuses to
accept a bargain with the Soviet Union. Such a base in Taiwan would leave
China feeling completely surrounded by Soviet power and would provide a
naval base for influence directed at Japan and at Southern Asia. In this
regard, one should note Chiang Ching-Kuo's™ extensive ties to the U.5.S.R.
But for the present such ties seem very unlikely. If the rapid erosion
of U.S.-Japanese ties which began in the early 1970s should accelerate,
then Japanese-Soviet collaboration in development of Siberia could become
the basis for expansion of cooperation and sympathy into other areas, or
to Japanese concessions on naval, political and economic issues which
would damage American or Chinese interests.

1985 may very well see the Soviet Union at the height of its world
influence--with numerous friendship treaties, great navies, and substantial
influence over the domestic politics and economies of Asia. But--particu-
larly if Japan retains a relatively peaceful image and if the American
profile becomes substantially lowered in the interim--the U.S.S.R. may

come by the 1980's to be perceived by Asians as a far greater threat than

7E(Zhiang Ching-Kuo is the son, and heir apparent, of Chiang Kai-shek.
on his ties with the U.S.S.R., cf. G.F. Hudson, '"Taiwan's Radical Alter-
native," The New Leader, 20 September 1971. As a result of discussions in

both Taiwan and the U.S.S.R., this alternative is currently a dead letter,
and it would be revived only under rather improbable circumstances.
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at present to the independence of Asian nations, as the last of the tradi-
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E tional imperialists. Small-power resentment and big power competition,
é possibly combined with domestic political ferment, could then prepare the
f way for a recession of Soviet power far more dramatic than the comparable
American experience of the early 1970's. Soviet attempts to retain an
imperial position might very we}J be more prolonged than were American

attempts (because Soviet policy is less responsive to public opinion) and

g | more disastrous for the U.S.5.R. and for world peace.

. 3. People's Republic of China. Communist China is a vast, diverse
ﬁ unwieldy country which has in the past achieved long periods of stasility
g at relatively low levels of central control. Such low levels of central

control are inadequate to the demands of contemporary international politics

but Chiang Kai-shek and especially Mao Tse-tung have achieved higher levels
of control through the modern social technology of a one~party state.
China's acceptance as a great power in the 1950's and 1960's was based on
an illusion resulting from China's rhetoric and from the fallacy that her
population was an asset, but also from the reality of an amazing degree of
party control over such a vast peasant society.

The unity of the Chinese Communist Party did not come easily. It was

not present in the beginning and it was purchased at the cost of enduring

the Long March, the war with Japan, and the Civil War against forces
greatly superior in numbers and in military equipment. Once achieved,
unity endured long past the point at which a comparative historian would
have expected the revolution to destroy its creators, and the Chinese

Party was known tor its ability toc fellow divisive conflict with unified
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action and to heal the wounds of purges by rehabilitation. But the demo-
tion of Mao in 1958 divided the charisma of the party from its institution-
alized organization, and the counterattack by Mao in the Great Proletarian
Cultural Revolution seriously weakened the party and moved the center of
power from the party toward the army and from the center toward the
periphery. The struggle for succession to Mao has already caused the fall
of Mao's constitutionally designated successor, Lin Piao. China has since
restored substantial political unity and centralization, but may never
restore completely the pre-Cultural Revolution levels of centralization
and civilian control.

But one must not overestimate the long-term effects of Cultural Revo-
lution and other disruptlon. Restoration of unlty and restoration of
civilian control over military and economic affairs have proceeded with
surprising rapidity. Because communist parties eliminate all domestic
opposition, they can carry on very intense intra-party struggle without
fear of losing control of their country. Nothing that has occurred in
China approaches the severity of Stalinist oppression of the peasantry or
Stalin's devastation of his own political party. And the basic unity of
the Chinese Communist Party has historically been superior to that of its
Scviet counterpart. So cultural revolution-type upheavals do not neces-
sarily threaten China's political system. The renewed Ycultural revolu-
tion' of 1973-74 so far seems less disruptive and more controlled than
i ts predecessor, although unexpected struggle or the deaths of Mao and
Cheu at an inappropriate moment could greatly magnify its impact.

' ikewise the death of Mao has often been overestimated as a precipi-

tant of possible strife. Effective transfer of day-to-day authority from
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Mao to Chou En-lai seemed to have occurred by 1973, and Chou's highly
institutionalized operations have great momentum of their own even when he
is i1l or absent. The latest Party Congress has established what appears
to be a collegial system for rule following Mao's death; such collegial
rule implies a power struggle, but not necessarily a power struggle any
more momentous than the Khrushchev-Bulganin or Brezhnev-Kosyqin competiticn. <
Barring the unlikely but not impossible alternative of China's fragmenta- F
tion, the era of revolution and social upheais! will likely end within
a few years of Mao's death and an era of consolidation, institutionaliza-
tion and growth will begin--as it has in other successful revolutions.
China is likely to experience relatively strong, long-term trends
toward decentralization of political power and institutionalization of
her political processes. Decentralization will be encouraged by the
strains existing within the army and the party and between the army and
the party. The deaths of Mao and Chou En-lai will leave China without
central leaders of national stature and with few men of broad experience.
The problems of Chinese society are becoming too complex, and the society
too diverse, for extreme centralization to be maintained over the long
term. The populace is tired of mass campaigns which implement central i
power against the wishes of regional, provincial and local power concen-
trations, and the People's Republic of China is therefore increasingly
less capable of dismantling what Mao calls the "independent kingdoms' 3
which invariably have arisen in past Chinese dynasties and which have
tended to grow extremely rapidly in the People's Republic except when

mass campaigns are directed against them. However, decentralization as

used here does not imply loss by the center of the ability to implement
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basic social, economic and political policies in the foreseeable future,
and decentralization as used here could make it possible for central
Jeaders to deal more effectively with the problems which the center does
confront because less pressing problems will have been delegated to lower
levels.

Like decentralization, institutionalization of the political process
has characterized all previous Chinese dynasties and all other great social
revolutions after an initial period of upheaval. Great issues like land
reform get resolved and the motivational basis of mass support for upheaval
erodes. The simple issues also get resolved and the crucial needs of
society come to consist of coping with complex technical problems; this
trend is even stronger in contemporary China than in past dynasties be-
cause of the complexity of modern, differentiated society. In order to
cope with technical complexity and social differentiation the regime
requires rapprochement with professionals and other experts. Economic
growth requires predictability and continuity. The revolutionary party
which is the basic tool of social upheaval becomes diluted by opportunists.
Social groups whose basic grievances have been solved move from being the
revolutionaries of the old society to being the conservatives of the new,
as can be seen from the opposition of many peasants, workers, intellectuals,
and bureaucrats to Maoist policies during the Cultural Revolution.

There are countervailing pressures to the trends toward decentrali-
zation and institutionalization. Decentralization risks factionalism and
fragmentation, and institutionalization implies bureaucratization and loss
of revolutionary idealism and enthusiasm. Mao has clearly perceived the

risks and has fought a valiant battle to maintain a revolutionary mentality.
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But the risks of trying to maintain a revolutionary mentality in a non-
revolutionary social context are perhaps even more severe and most Chinese
leaders seem to recognize this.

China faces dangers both from extreme factionalism and from extreme
bureaucratization. Stability implies some balance among these extremes,
and a surprise-free projection would be that China will attain such a
balance. The extreme upheavals of the past were based upon strong social
strains. The land reform campaign tapped landlord-peasant antagonisms,
and settled those antagonisms for many generations. The Three and Five
Anti-campaigns tapped antagonisms resulting from political corruption and
employer-employee relations, and defused those issues. The Great Leap
Forward tapped millennial peasant enthusiasm for radical change and instant
economic modernization, and the disappointme that mgéign greatly
reduced radical peasant enthusiasm. The CQitural Revolution was much more
narrowly based on the discontents of old revolutionaries against bureau-
cratization and technocracy, and the universal radicalism of youth,
although it also came to involve key disputes over foreign policy, military
policy, and a congeries of domestic issues. The Cultural Revolution faced
opposition from most intellectuals, most of the Communist Party, most
bureaucrats, and the vast majority of peasants and workers. To the extent
that the Cultural Revolution was successful it depended heavily upon the
personal charisma of Mao and upon the coincidence that in 1965 the regime
faced parallel splits on foreign policy, domestic economics, Vietnam
policy, military policy, educational policy, and personal allegiance (to
Liu or Mao). Mao's charisma is irreplaceable, and the lining up of paral-

lel cleavages in so many areas of political life is not likely to recur.
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This does not mean that China will be free from mass campaigns.

Indeed mass campaigns are an essential tool of social reform in a country

like China, and party purges are essential to continued party unity. Thus

absence of such campaigns and purges would be a sign of incurable weakness

in China--as Party leaders recognize. But the campaigns of the future

will not likely have the scale and impact of previous campaigns,

Over the past two decades China has paid a high price for economic
policies designed to ensure her autonomy from foreign economic manipulation
and for her willingness to sacrifice economic growth in favor of political
purity and broad distribution of industry throughout China. All great
social revolutions pay suchva price in the short run, but often short-run
dislocation leads to long-run growth. {n the late 1950's the Chinese econ-
omy was severely damaged by the Great lLeap Forward and in the late 1960's
it was again severely damaged by the Cultural Revolution, but China's
experience from 1952 to 1957 and her recent occasional attainment of high
GNP growth rates indicate that she possesses the capacity for rapid growth
if she emphasizes growth. China's success in creating national unity and
military strength imply that she no longer need worry so greatly about
foreign economic dependence. Communist Party successes in redistributing
income and in imposing many of its most important political principles on
the society indicate that political problems may no longer constitute such
a strong brake on economic development as in the past. In the future one
can anticipate fewzr ideological excesses and the political decline of the
oxtreme Left; thus the prospects for growth are increasingly auspicious.

Many aspects of the ideological struggle in the past and in the

present may have contributed to the possibility of sustained long-run
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economic growth although they imposed severe short-run costs. Maoist
analyses of problems, however primitive from a Western viewpoint, have
provided the Chinese people with models of rational analysis of problems
and with a progressive rather than cyclical view of the world. Both of
these are important to changing old ideas which tend to stagnate economic
growth. One can chuckle at the extremes to which the Maois£ press goes
in arguing that Maoist analysis has assisted in raising chicken output
and in solving minor engineering problems, but the basically rational and
progressive nature of Maoist thought is an extraordinarily important con-
tribution to China's modernization. Moreover ideological struggle may
have broken up local village and family attitudes which impeded economic
progress, and may have served, albeit sometimes at excessive cost, to keep
the Chinese bureaucracy from becoming excessively rigid at an early date.
A key problem for the economy has been whether to emphasize investment
in an intellectual elite or to emphasize investment in bringing the masses

out of their traditional stagnation and into the modern world. This is a

serious question and the Chinese are treating it in a serious way. They
have chosen ''mass line' educational policies on the basis of serious
analysis and not merely as an ideological frivolity. But it is difficult
at this time to reach any conclusions about the likely consequences of
the emphasis on the mass line in education. Western analyses have tended
to emphasize--correctly--that these policies have inhibited the formation
of a modern, creative, scientific elite and the scientific progress which
such an elite could provide. On the other hand, it may be more important

at this phase in Chinese development to have the great masses of the

Chinese population thinking in relatively modern fashion than to create a
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tiny scientific elite at the cost of having nearly 800 million people

living in a basically pre-rational, pre-progressive culture. Societies

like Thailand have gone to the other extreme in emphasizing an intel-

lectual elite at the cost of mass education, and the political conse-

quences of drastic separation of the urban elite from the masses of the
people have been very serious. Equally serious have been the consequences
for the economic growth rate of having most of the population living in a
pre-modern culture. The Maoist mass line alleviates these problems--at
high costs which could prove excessive. Conceivably, these costs will be
reduced by informal training in research institutes and elsewhere.

Mao's emphasis on forcing those with advanced education to engage
regularly in quite practical work attacks a serious problem of developing
and even highly developed contemporary societies. Intellectual life tends
to acquire a momentum of its own and to become radically divorced from the
real problems of society, a luxury which China cannot afford.

The problems inherent in the choice between mass and elite educa-
tional policies are greatly aggravated in a country the size of China. In
Singapore or even Korea the small size of the country assures that
virtually the whole population will be exposed to modern ideas and modern
technology regardless of the state's choice of educational policies. In
China, on the other hand, exposure to modernity has tended in the past to
be limited to coastal cities. These limitations have created such severe
economic, political and cultural gaps between the coastal areas and the L
interior that Chinese society has been severely disrupted. Here as in the
other areas one can see that Mao's policies are attacking very real prob-

lems, but it is not possible to predict whether those policies will, half
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a century from now, be judg?d to have been effective in solving the prob-
lems or not.

The Chinese economy will almost certainly continue to focus on light
industry as opposed to heavy industry, and on local initiative as opposed
to central control. Agriculture is generally recognized as a key to
foreign exchange problems and to the capital accumulation necessary for
industrialization. Huge rural infrastructure investments have moderated
the consequences of bad weather and other natural disasters. But since
industrialization must be financed primarily from peasant savings, agri-
cultural standards of living have been very low and political tensions
have resulted. These political tensions were greatly exacerbated by the
Cultural Revolution, which brought rural people to the cities and there-
fore raised the visibility of the gaps between rural and urban living
standards. Such tensions will undoubtedly remain but the regime has been
working hard to keep the gap in living standards under control and to
move toward incentive systems which will be more satisfactory to people in
the rural agricultural sector. Although tensions in this area will neces-
sarily remain chronic, there is no reason to believe that they need get out
of control to the extent of causing serious political instability or
inability of the regime to extract capital from agriculture.

A central paradox of the economy has been severe recent grain short-
ages despite the competence of the peasants, the general goodwill of the
peasants for the government, and extremely high inputs into agriculture
and agricultural organization. The Chinese regime came to power on the
basis of peasant support and, despite occasional fairly serious tensions,

has never had the kinds of conflicts with the peasantry that Stalinist

s
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Russia had; therefore there is a reservoir of political good will among
Chinese peasants that does not exist in the Soviet Union. Also the govern-
ment has recently put very high emphasis on provision of fertilizer and
other necessary assets to agriculture. Recent shortages appear to have
resulted from a combination of bad weather, emphasis on private gardens
rather than public agriculture, peasant unwillingness to sell things to
the state after having seen the superior living standards of the cities,
and, finally, the generally higher living standards throughout China.*

In foreign policy, China's most basic principle is the principle of

self-reliance.”™ This policy precludes becoming dependent upon othe,

countries for aid, trade, investment, or military or political support.

This policy derives from China's traditional self-sufficiency and also
from the fears and humiliation China experienced over a century, beginning
with the Opium Wars and ending with the sudden withdrawal of Russian tech-
nicians and aid in the late 1950s. All of these factors are being slowly
modified. Modern technology, communications, trade, and ideology erode
traditional self-sufficiency. Political stabilization, economic growth,
and the rise of a new generation of Chinese leaders will alter the weak-
ness and fear and sense of humiliation which form the other base of

support for this policy. Recession of American bases from Eastern Asia and

“For recent surveys of the Chinese economy, cf. the articles by
Audrey Donnithorne, Thomas Rawski, and Alexander Eckstein in China
Quarterly, Numbers 52, 53 and 54 respectively. Cf. also Leo Goodstadt,
China's Search for Plenty (New York: Weatherhill, 1973).

“*For a stimulating, broad overview of Chinese self-reliance policies,
cf. M.C. Oksenberg, ''"Mao's Foreign Policy of Self-Reliance,' paper pre-
sented to First Sino-American Conference on Mainland China, Institute of
Intecnational Relations, Republic of China, December 1970.
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stabilization of power relationships in Southeast Asia would further
attenuate the bases of support for the policy of self-reliance, but con-
tinued Southeast Asian strife and the rising power of Japan could exercise
a countervailing influence. Major alteratsn of the policy of self-

reliance would, however, constitute a decision of such magnitude that it

could probably be precipitated only by a severe crisis--much as Vietnam
precipitated the Nixon Doctrine. Moreover, the low costs of the

policy of self-reliance will continue to be attractive. In this regard,
it may be useful to note that the foreign policy of self-reliance

is essentially a mirror image of the Nixon Doctrine. It emphasizes
honoring commi tments, but relying primarily on local initiatives; it
differs from the Nixon Doctrine only in its inability and perhaps

unwi 1lingness to offer the kind of nuclear guarantee proffered by the
Nixon Doctrine.

A second major Chinese foreign policy, or congeries of foreign
policies, is the current variant of the ''united front' policy. United
front policies originated in the pre-1949 struggle for hegemony within
China. The Chinese Communists were at that time ideologically hostile to
the government and to all other political groups within China. Because
they could not struggle against all other groups simultaneously, they
chose a single principal opponent and then attempted to isolate that
principal opponent by forming temporary coalitions with the other political
groups. Once the principal opponent was defeated another principal
opponent was chosen and the process repeated itself. Like many other suc-
cessful policies from the period of internal Chinese warfare, this united

front policy has been projected by the Chinese Communist Party into the

external! realm.
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Contemporary China has been hostile to all of the large powers in

its vicinity, including particularly the United States, the U.S.S.R., Japan

and India, and also to some of the smaller powers in Pacific Asia. During

periods of ideological extremism such as the Great Leap Forward and the
: Great Proletarian Cultural Revolution such hostility has led to isolation
of China, but such periods must be seen as aberrations during which a
balanced United Front policy was temporarily abandoned. Until recently,
the United States was the primary opponent because of the Communist Party's
memory of U.S. support for Chiang Kai-shek, because of memories of the
Korean War, because of ideology, because of America's association in the
memory of all Chinese with the humiliation of China by Western powers, and

because of a very real Chinese fear of American encirclement and American
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invasion. More recently, fear of the United States has declined and the

Soviet Union has become identified as the primary opponent, because of

B China's fear for her borders, fear of encirclement by the Soviet Union and
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