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Japan-U.S, Exploratory Talks
Japanese Paper No.5 (Agenda No.3)

United States Cooperation with Japan -
in Programs for the Economic Development
of Southeast Asian Countries

As pointed out in the Japanese Paper No;2, the military
aspect of cooperation between Japan and the United States
" has been apt to be over-emphasized, and, therefore, it is of
urgent necessity to make it clear to the Jgpanese people that
there are many fields besides the military in whieh the
inferests of Japan and the United States are identical and
can be developeé to the mutual benefit._ One of these is the
field of Japan-U,S, cooperation.for the economic development

of Southeast Asia,
I. Genersl observations

. (1) Countries in Southeast Asia are generaily urd er-
developed, with overflowing populations and low standafd of
living., It is of-vital inpprtance fér thg free nations as
well as for these nations themselves to step up their
economié development and thereby ensure economic and poeli-
tical stability, since communisi will surely make political
capltal of existing economic insecurities.

(2) Unlike the United States and the United Kingdom,
and the Buropean countries which are now in the process of
establishing a common market, Japan has no stable overseas

market
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market for her goods in the neighbourhood of her territory.

Her exports even to developed countries such as the
United States and the United Kingdom are liable to restrie-
tions. On the other hand, the countries in Southeast Asia,
which are situated relatively close fo Japan and constitute
a promising myrket from the viewpoint of trade structure,
are largely dependent on exports of primary produpts for the
maintenance of their economies, For these reasoné, their
economies are extremely insecuie, being constantly exposed
to the danger of running short of foreign exchange whenever
trade in their primary products is depressed. Whenever this
happeas,‘Japan's exports to this region shrink, With
respect to mainland China, which constitutes another promis-
ing export markef for Japan, a marked increase in her exports
cannot be expected so long as expdrt contrels are continued,

Moreover, as the integration of regional economies,
such as the proposed Buropean common market, develops in
other pa:ts of the world, Japan will be féced with the neces-
sity to strengthen economic ties with her Southeast Asian
neighbours.,

Meanwhlle, as her economy develops, Japan will become
more and more dependent on the'overseas supply of foods and
major industrial raw materials includiﬁg iron ore, coal and

petroleum
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petroelum. Thus, she is in dire need of securing stable
sources of supply for these essential materials near her
territory.

(3) For the economic development of Southeast Asia, it
would be necessary for the countries in this region to en-
hance the production of their primary commodities, develop
their natural resources, diversify their industries and
advance their economies. However, these countries, suffer-
ing as they are from acute . shortage of capital and technology,
have at present no other recourse than to count on assistance
and cooperation from overseas.

In this connection, it would be appropriate to point
out the unique pogition of Japan, She possesses the tech-
nology and industrial capability needed by her neighbours in
Southeast Asia, Bthnically as well as geographically, she
is near to these countries, Particularly important is the
‘faet that she-has wide experience in the type of industries
which are most adapted for developmént in these countries
such as medium and small enterprises., All these make Japan
. well qualified to assist in their economic development, In
addition, she is in a pOSifion to serve this purpose by .
assisting the recipient countries to make the most effective

use of the commodities and services supplied as reparations.

However
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However, being under heavy financial obligatiofis such
as reparations, Japan cannot afford to extend a large
'financial aid to the Southeast Asian countries. Thus,
~ economic cooperation can only be made through private
channels and on commerclal basis, |

Obviously, a large amount of foreign capital is required
for the economic development of Southeast Asian cquntries.
Such a capital needs to be supplied either by 1oné term
loans at low interests or investments and they are often
acéompanied by the risks which cannot be borne.eommerciélly.

In view of the importance of the economic progress in
the Southeast Asian countries to the future of Japan's trade
as well as of the limited financial ability of Japan, she
has great interest and expectatibn in the economie policies
of the United States toward the area. Above all, it i hoped
that the United States will provide required funds so that
Japan's technological and industrial capabilities may be
fully utilized to accelerate the economic development in
Southeast Asia.

For the reasomns stated in the above, closer cooperation
between Japan and the United States in this field is strongly
desired. |
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II, Measures for Japan-U.S, cooperation

To attain the aims mentioned above, I would like %o

make the following suggestions.

(1) BEstablishment of an Asian Development Fund

There is a strong sense of nationalism among the South-
east Asian countries which have attained inﬂependence only
recently, and their mutual rélations are not élways cordial,
They are also in different stages of economic development,
Under these circumstances, any attempt to establish a regional
economic organization comprising all the countries of the area
~would meet with considerable difficulties. However, judging
from the recent reaction of the Southeast Asian countries to
the proposed SUNFED, it 1s considered that there exists a
fair possibility of establishing such a regional organization
depending upon the method to be adopted.

If an Asian Development Fund is established with the
contributions of the United States and other countries
(excluding communist countries), this Fund will be wdilized
to provide necessary capital for the economic development,
and also will be so used as to finance the purchase and sale
of certain primary products of the area for the purpose of
adjusting their demand and supply. Moreover, if this Fund

may be used to finance a credlt rediscount scheme by which

billg
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bills arising from deferred payment exports to Southeast
Asian countries are rediscounted, export of capital goods to
the Southeast Asian countries would be greatly facilitated.
If the United States will take positive and concrete
'steps'along the above suggestions, Japan ﬁould.be prepared
to cooperate., In order to secure the support of Southeast
Asian countries, it would be necessary to devise a scheme
wnder which the voices of all the countries in the area may
be reflected in the operation of such a fund. For example,
this may be achieved by creating an advisory body in which

all the countries are represented,

(Along with, or prior to, the establishment of the
above-mentioned Fund, it is suggested that the following

cooperative measures may be taken,)

(2) TUnited States cooperation in establishing an invest-

ment organ in Japan.

Iin ofder to encourage economic cooperation with countries
in Southeast Asia through private channels, the Japahese
Government is now proceeding with the revision of the Export-
Inport Bank Law and the Inveétment Insurance System, However,
because of the fact that the safety and profitability of the
investment to Southeast Asia are open to doubt, there is a

limit to the economic cooperation on commercial basis.

Therefore
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Therefore, it is considered necessary to establish a special
agency for invesitment which ﬁill be capable of making invest-
ments and furnishing loﬁg—term, low-interest loans even in
cases where considerable risks are involved, This, however,
cannot easily be done by Japan alone, owing to her inter-
national obligations such as reparations.

It is hoped that-the United States will give favorable
considerations to this problem from the broad standpoint of

promoting the friendly relations between the two countries.

{3) TUnited States cooperation with regard to specific

projects.

It is hoped that the United States will render assistance
and cooperation to specific projects which the countries in
this area plan to carry out Jointly with Japan. It is con=-
sidered to be most practical and effective that assistance
and cooperation of the United States be extended to those
projects such as the Rourkela Development Program in India
which requires a large fund, There will be many other pro-
jecté of this category, such as the fisheries development
around Taltau Island (a Japanese survey mission under the
Colombo Plan has been sent there and joined by officials of
ICA, the construection of the Yan~hes Dam in Thailand, and
the second comstruction works of the Danhim Dam in Viet-Nam,

)
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(4) Coordination between United States economic assis-

tance and Japan's economic cooperation.

It 1s desired that the United States utilize Japan's
technologies and materials in rendering ICA ald to the South-
east Asian countries, ‘

It is considered necessary for Japan to correlate her
own economic cooperation projects, not only with @he long-
term economic development plans of Southeast Asiaﬁ dountfies,
but also with the assistance programs of the United States
and qther countries. Especiélly, basic construction works
such as transportation, irrigation, power generation, water
supply, etc. are prerequisites for other economic development
projects in this area, and many of these are now and will be
carried out with Unifed States aid, It is, therefore,
desired that -Japamn be always kept informed of the detalls of
ICA programs. It is further hoped that Japan's viewpoints

in connection with the ICA programs will be considered,
(5) -Assistance in the establishment of teédhnical centres.

It is a well known fact that one of the most serious
deficiencies in the Southeast Asian countries is technology.
To help improve this situation, assistance has so far been
extended to th&se countries under the Colombo Plan, ICA aid

plan
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plan, ete, In order to proﬁote the assistance in this field,
it is considered highly effective to establish in Southeast
Asian countries as well as in Japaﬁ centres for various
technical training by the cooperation of Japan and the United
Stafes. _

With reference to technical trainees being sent to Japan
under ICA programs, Japan is prepared to cooperate to the
maximum extent, and welcome an inereasing number of such

trainees.
(6) Establishment of a branch of the World Bank.

It is highly desired that a branch of the World Bank,
which has contributed muech to economic development in Souths
east Asia, should be established in Asia, preferrably in
Tokyo, so as to facilitate to make its operations in this
region, Sympatﬁetic consideration and good offices of the

United States in this conmection is desired.
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Japan-U.S5, Trade Relations

The.importanee of foreign trade in the Japanese
economy, especially that with the United States, is already
fully recognized by the United States Government.

From the standpoint of the commodity structure of
Japan-¥.S, trade, Japan imports from the United States
wheat, barley and other foodstuffs, raw cotton, iron ore,
coal, petrolem, scrap iron and other important raw
materials, machinery necessary for the modernization of
Japanese industry, ete., and provides a stgbilized market
for these U.S, products. On the other hand, Japan's exports
to the United States consist of textile prodpcts, agricul-
tural and fishery products, and sundries, etc., namely,
consumer goods which are mainly produced by medium and small
enterprisés, and which are therefore extremely sensitive to
fluctuations of the U.S., market,

Further, from the standpoint of volume, the balance of
Japan-U,S, trade has hitherto been preponderantly unfavorable

to



-2 -

-to Japan, and though Japan's expansion of exports since 1955
has served to lessen, to some extent, the ezport-import gap,
the future is not necessarily rosy for Japan. |

In view of the characteristics of the U.S, market and
its importance to the Japanese economy, the Japanese
Government has, in order to avoid friction with competitive
industries in the United States, taken the utmost possible
care concerning export volume, quality, prices and trading
practices, etec.,, through guidance and education of the
industries concerned, and will contimue to do so, In spite
of such efforts, however, the intensification of import
restriction movements attendant to the growth of Japanese
exports to hie United States cannot but cause us great
concern.

The Japanese Government highly appreciétes the fact
-that the United States Government has hitherto maintained
"a firm free trade policy, and is aisojgratefﬁl for the
cooperation of the United States in obtaining the accession
of Japan to the GATT. However, the existence of import
restriction movements in the United States, contrary to
the intent of the United States Government, undermines’
greatly the trust in the United States Se¥brby the Japanese
people, especially that of the industry concerned; affects
very unfévorably the trade relations between Japan and third

countries;
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countries; and furthermore, very regrettably provides a
ready-made excuse for those countries which have applied
GATT Article 35 to their relations with Japan and refuse to
remove such an application. ‘

| Because it is felt that Japan-U.S. economic relations
shouldvbecome ¢loser and develop even further on a base of
mutual benefit and concession, Japan expects the full
cooperation of the United States Government in pré%enting
the materialization of import restrictions in the United
Sfates. in particular, it is earneétly'desired that speedy
and effective steps be taken to rectify the situation caused
by the enactment of the discriminatoby state laws against
the sale qf Japanese texﬁile products which have béen in
force in two Southepn states since last year, especially
because such .state laws infringe upon the sanctity of the
Treaty of Friendship; Navigation and Commerce hetween our
. two countries.

Furthermore, as to maintain Japan economiéally sound
and healthy is believed.to be slso to the interest of the
United States and the world community of free nations, it is
desired that favorable consideration be granted to Japan in

her purchase from the United States of gdods essential to

her economy suech as scrap iron.
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INVESTMENT INSURANCE SCHEME
The Followings are the gist of the proposed amendments
to the existing Investment Insurance Scheme as provided in the
Export-Insurance Law. ‘

1. The insurance will be made to cover the loss incurred
as a8 result of investment in a foreign eniterprise which isa
diayeived due to a riot or due to the infringement of its rights
by a forelgn government, '

At present the insurancée covers only the loss céu:od by
tﬁﬁ deprivation of stocks by a forelgn gov.rnmnnt,ﬂza_iiquidation

or digolution of a company or the suspention of its business due

"to war, revolution or civil war,

2, The ratio of the amount to be compensated by the
ingurance will be raised to 75%.from the present 60%.
3. The éapo of premium will be lowered to 1;25% frém
the present 1.5%.
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JAPAN EXPORT-IMPORT BANK LAW
The main points of the proposed amendments fé the Export-
Import Bank law are as follows...
1. The Bank will be authorized to mske loans for the
supplying of technical services not accompsnied by plant
6xport. ‘
2, With respect to overseas invesiments, the bank will
be authorized to make loans for the following purposes,
8. To provide Japanese investors with fiunds necessary
for making loans té their foreign partners tov cever
the latters! share of capital in addition to the
purposs of financing their oin shares of capital as
limited in the present Laws,
b. To provide Japanese investors with funds necesssry
for acquiring stocks of invesiment companisd established
in Egpan for the purpose of overseas investments.
Cs Po provide Japanese corporations or individuals
with funds necessary for making loans to overseas
business concerns. _
3. The Bank will be authorized to make losns te foreign
governments, foreign govermment agencles or foreign local
suthoritles for ﬁpe purpose of facilitating the development
of assential raw matofiais to be exported to Japan. At
pfeiont, qxperf of Japanese capital goods must be sccompanied

‘with such loaﬂ;



4, The Bank will bs authorized o extend, in case of
special necessity, the maximum term of repayment.
{ Article 20. Five years for the sxport and import loans

and ten years for loans for the purpose of investments.)
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April 17, 1957

The U.S, Ambassador called on the Prime
Ministef af the Foreign Ministry this m@rning.

The Ambassador stayed. at the Ministry%for
about one hour and half. Further discussions
were held during this call on matters relating

to the Prime Minister's prospective visit te

the United States.



