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- " - Confidsntial 79
Japan-US Lyplaratory walks
Japanese Faper Ho,7 {ipgends §)

A

Uhias Trade and Probienms Coneemning
ommunist China

T On Belpxesdon of Ghinz Trade Contvols

{13 Feedlese 20 cayy it s neceszsavy for Japan 2 nrowote
her world tradeé in order Lo sitain sgelf-sustaining
geovony. Desplie Japan's strencus efforis; hovever; a
gubstantisl ineresase in her sxporbs canned 5‘& axpeched,
in view of the movements existing in cerisin couniries

to imposse higher tapilfs snd trade resirietiong on

b

Japaness products,; and the limited purchesing power
Southensh Asia with which Japan ls hoping o develop her
trade and sconomic relations, WwWhile these chstacles are
to be gredually rsmoved, Jepan will yet have to waie
cesseless effords to find aoy possidble new market, how-
over mmall it mey be. - |
*ii‘rida_.r thess ::Limnm.stamas, 1t is beconing mOTE, atird

more imporbant for Japen t Ancreane her trade with the
Chineae Gontimenmt, 3% is of the wimbst importance that
3’3:33:; ghould airi;ﬁin from $he Chiness Qm‘gimﬁz“a ~sugh basic
raw materials as iron.ore, coking ccal, suya boans, salt,
alc,s; which arn iﬁﬂiﬁ;pans;ahie_ to her economy and are

ayailoble in sbundence and ol low prices on the Continent,

g‘rki
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Iin exchange Doy thess produchsy $he Japanese
Goveroment iy endeavering to export goeds that zre nob
@m’i&éx&‘g&aﬁ B Communiat thing, owevery It iz extresely
diffioult fox Japsn to oblala Fram the Chinege Gontinent
the atwvs-mentioned vasic raw msterials, unlesz Japan iv
turn ig allowed 2z export to Chins gertain embargoed
goods 1isted in the Chima 4ifferentialy

Therefoys, the Jgpontse Government ¢ongldars Lt apst
fmporiant that the axport of these goods ingluding
grinding wheels, ab?gsﬁ‘#:ma retro-shesical produchs,
measuring and tesbing inshrumenss, meisl-working machinery.
electricsl and pover-peneraling egquipment, and woodsn
vessels, shauld Do permitied €o the Chinese Contlinent.

The export of these goods Is ssgential noi only as &
megns of obbaining ths hesic raw 2siterisls m;eni‘:imad
.ﬁbamtg bt eles for stabilizing medinm and small-sized
enterprises and ¢edizin segments of the basic indusieles
in .;I_a?my The poosibilities of finding merkevs fop them
gther then on the Chinese Uontinent afe very mueh limited,

(23 The Jepanese Goverrment it wreyared to continue 1ts
full ccoperation with the free nations ag far as the
trade coniysls are reasoneble and of a genninely stra~
tegle character. Uougyer, the Japanese Government sivongly
desipes o cerizin yelaxatlon 3f the ewrrent controls so

[ E
'y
thab



that the wnreasondble anl impracticeble elements may
ne alininated. _

The Japanese Govoernment is ooavinesd thak the Lrade
contrpols applied %o Uommanist China chotdd e confined
to dtems of reocgnized sizptegic signifiicgnce, It also
believor that the =8ld controla ghovld not retard econsmie
stabilizetion in any of the Tese natinhg, She shabilized
econury in the free counitrios z-:ili sarve oo osneouniar |
sfrsetively the mémm of Caormunism,

In vimw of eloce soonsmlc adllabovetion existing in
the Compundst woeld, 4% fan be agaumed That Cormunles
‘?ﬁhﬁ. na iz ohiaining zoods on the Chins differantliel
direetly or infirectly through the Joviet Union and her
rrtellite gounivies. decordingly. the Japanese Govern-
ment eonniders thet 40 would wob serve any longsy the
rractlicsl purpoze of continuing the diztinetinn betwesn
the :%‘sc;ﬂa‘z: faton amd the Dastarn Suropean ccuntriss on
the ome hend and Comaunlst Ching on the cther, in so far
ae strateglic trade sonbrols are concernsd,

The Japanege {vvernment, ‘therefére., desires the
reseission of the China @ifferential,

The Japanoge  pecple ave now strangly requesting the
Govarmment for relaxation of the China frade contrals.

ihey
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They fesl that 4liTiculties of the Japanese seorony
would be relisved ir Japan is given mecass bo dhis now
closed markek, |

Horsovers 1t 1s & well kapwn fset that the Chins
gifterential 15 highly eritielized guotip noot of the
wastern cointriecs as teling pnrassonable, thus fendering
difficuit o unifiors fmplepentation of the Gnina trade
controlys

Shoild %he-ﬁéﬁanésa Coverrment 21l %o take positive
steps to oeet thece demandsy the fovermment would be
placed in o very opbapsacssing psition,

Sharefora, the JTeganese Goversment sarmesily desirves
the rasecinsicn of tho China d4ifferential, which, we
pelieve, will be henoficial not only o Japan but slse
to the frée nations, Favorgble gomsiderstion of the

Unltsd Siubes Government is recuestsd on this matier.
Egtablighment of g Yrade igenoy in Communisi Cning |

Gne of the Imporiant messuves for promoting Chifns
trade is-%&.éé%aﬁiish a permanent trade agency In Come
punist Ghine, Tt in ggeeniial o station trade sxparts
within Communist Ohins on rermanent hazis, They can
shserve on the speh the implementation 4% the sconomic

progran
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progran of Copmunlsh (hina. Shay $&n decilde upan ltems
and guantity of goods exporiable from dapan by aanﬁtﬁnﬁly
sounding cut the Infenticys of Commupist Chinese pfliciels
iz chaprge with rospeet o gaaﬁé Sormundst ﬂhina:mﬁst
Import to carry on ke abovs progrsm, Chey osn alse
conduch surveys on iiems, quaniity, qusiity grade, eto.
of ponds exportatle to Jepan. They have bheen pressing
the Japanese Coveyment for its realisabion, while
dlgensaing the natter with the interested oirclez in
Commondzd Chineg, 'ha Sapanﬁsa‘ﬁavernm&nﬁ has alao
acknowledged pubiliely the necezsity for The ssteblishueni
of suth & trade apsny in one furm or asdither.

IxI, THationallist Uhina and Communled Chins

{1} ke fact that Comsunist Chine iz growing din its
national stobupe with her inmense patural rescuress sond
;ﬁpﬁlaaimﬁ zan ook be digsregarded. It geems naiural snd
inevitabla thal the Gommunlzt regime wili be reccgnized
at some time in the fukure as the Government gxersizing
effertive contrsl over mainland Chims. The timing of
sueh & resognition, howevar; mast be deterninedy atter
the ¥arious views beld by the United States and other
nations of the Eraa'warld will have heen fully ecordinatad,

and
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ant glse in consonancs wilth the Srpatment of fhis problen
by the Unized ?i‘a;ﬁiﬁnaa _
L?) it 1s Zﬁéilwaﬁ that undez the l?]. resent internecional
gircunstancesy, Tormess shiuld -..;;:: Hy ewm*&a .“am falling
Into the orbit of the Communist powerc, From th& :;zuZLJ. Ligal
an well ae miliﬁafy gits izr vi.r ool R fras wordd snd
of Japan, | ! | ; o

Therefore, the only prachicel spluticn x":hata c:én be
vlsu&lizaﬁ ab thiz singe is & m%um;iam where Formacn is
separaied in ong form or snother from mamland Cnma,
thus ?‘;'g.ngmg tWo separate naticns into a:sc*-shenca, ﬁ'i;ﬁ’%
aver, it is a well-known fach that Yhis $dea uf tWo
_‘%ﬁ;ﬁ&i‘ﬁ‘ta naﬁinns is winlently opposed ’I.}Y both Wat mnalist
gng Lamunintb Ghdns, ;‘ifum%wrg P ’@ors.wsa‘ 1s to DorE an
mdaran&ent eouniey sepstnie xfﬁm mafnlend Chinay &
delicate guestion will ineviiebly arise as to whish
.s};m:ld De given the eontenl ing'pwa-:? in ¥Fo 'mwag whe
prezent ruling cla,w wio originate in wmailnland Chins, ar
the imigamm Formosang,

Unless the countriss of the free world Huke an sceurate
appraisal of ihis altuan sion and fnrnulam adeguate pmieies,
A% is feared that the so-cslled liberation of Forpoas
campaign wlll heeoms mors effective and the mss:!,hility

of
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of enyly wnilication of vuﬁnﬁ under the Comsmunist reglime

wild Be so much grecier,

{23 ¥t is belleved thel Thove fz no fopdewmental discrep-

sney Lotwsen the Uoversments of Japan and the United
vEates regarding tha gsgessment of Commurlsm op the Gumge
sundat roglme, Howevery 1t is cconnidered neesssavy farA

danan bo have o rather dilferent ap W Lo Comwunist

!ma

h:
g
E‘u
i
¥
Ed
Fry
LY

Ching frem that of the Undled Tlatess in view of hep
gespraphical, hishoricel and evnromic velsbionshipe,
hepeelally, wlth regard o Japants ceopomie rolation

EXN

#10n Commaniss m&;na; gyer pranting thal 45 iz o tatals

'-u1

itarian state based upon Cnwmovplsn, Yhe fach remalan

an immortent souvee of sunpnly for

ot neliniland Shing i

)

galving auily lron ofe, soy Jxaﬂﬂg sal¥y ote, whigh Ay
g1l badly nead ied Ly Japan, fipwesvaer, Uommulss Chine 4g
ao zzsll merket for dapants henvy and ii@ht industries,
Chs impertance of Ching frsde 211l nelb ﬁiJiﬁish aegr 1f
e ecanamiﬁ_d&va&a;méﬁﬁ of Eonthengt | sla @ achicved
tnzome extent.

1% is, _"“"lﬂi?ﬁfﬁz‘eg desired thal the United Stater

Goversment fully. understand ths verious foctors which
naﬁésﬁitata cloger reiebions netvpen Japan and melimisnd

9
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»
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{43 The foregoinr in the viow of the Japanese Governmend

N,

regarding the China problow, It is dssired to have sn
pxechanee of frank opinlons on Zaosves sath ag the acwual
condifions An Commundsi and Heidonallicl Chins, the
problem of oversess Chingse, and genevally, the soluntion
cf the sntire China problem, lncluding the relstionship
between Communiat and Fatlonadict (huine, and tba pace at
which we should procesd with fhis imporsant subject.

¥, Observations on the Husso-ihinese Hsiationship

(1} Commnlst Chima snd the DO bhave ontebllshod p oolld
relationship by concluding the Rugcoslhdnorse Toosdy of
&iliance In February. 1957, Ay witnessed in tho Bonone
Chinese Joint Daelaration of fetpber, 195% grd the Jolrs
Fhetement of Janwary, 1957, Comsunist Chine seems sradaal-
1y to be gaining & posilion of enuality in that fayingr-

ahip.

{2}  dhe gssonce of podliarlly da the relalions between
fommunlst Cldnu "1& pele WooH lieg in the id,eﬁﬁity of
:&ﬁaolegy vpheld by thelr regprotive leaders, Mareovep,
48 & master of practlezl infernnilional politiesy both
Cnmu};yist China and the UNOR zre obliged o malntain thie
elose lralati. n_,.lz.;; Rox mlﬂ,aiy conslderatione go as tz:;
gong
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cote with the fimm policy of vonbainment being pursued

by the free natiaong, especlally the Unibed Shates,

{73 The ezpowrt sonbrol measures which he free naticns
are dmposing upon the Topcunist blae {espeeisily Communish
Chinpa) ineresase the dependendes of Compunist Ching upon
the UZiR, Conmupist China is careying out thres succes-
alve Five Yewr Flant with the assistance of the Ui,
with the objeetive te have, upen thelr termlnstiun in
i96F e & lewel of industry eompaveble to that of 1840 in
the ULCR.  The attalnment of thiz simy hovewer, sesns
hardly possible in visw of cerioin dlifionlties dnhcrent
in the seonamy of Commmist China, suah ﬁé agrlenltural
peoblens, pobolasion problams; shobtepe of eloctydoliy

snt peteoieur, laek of transperiaitlon feclilltiss, &ic,

thy  Communies Chine do suffering fron a serious dis-

advantaze in her Lrade eelavions with the USSH bsoauss of
the gxeasaively hirh valuatlion of subles, Furillermore,
the Ltems of trade, their ouslity and price and the gon-
dltions of dslivery rendey the tomms of Lredé unfavourable
£ Gommonlet China. In parfionlar, with regard %4 apri-
sultural products which dopatifude the hullk of QXpézts gHia!
the TWIOR, the espmeliy of Jdemrunist China to ewport is

Iimived, fay subsinntlield Ancreass in the sxport of



sgricoltural products vill only agpravete the agri e K .
gl problens fron which'?he Commund s hinese reginmg

is ourrently suifering, Afher the oulbresk of lieldenis
in fostern Bupepe, the econwnde development of CGomundst
China hes been consifersbly reforded, pesemably betauss

3
¥

nf the Jimlted avallanility of mpterials from the TLLI,
The targel rate of oxpancsion in dndusivlol prodoekion

for 1957 18 indeed at iz lowest since the eotoblishnent

of the Upmounist regive,

{5} The volivy of Comzunisi Chinas and fu af the GOTL

vigeaewin Japan gre denfical Inzsolns we i .‘ay ng
geparsting Japsn fron the Unlisd Stofeo, setrhrald z.ing
her, and eventually urniag her inbo o sterp ing, shons
Tor the mmuniza*'im ol -ﬂa:.:;&g HOTRGTED, 5.13 f:eezﬁﬂ that
amsmim‘* Ching, Ly her gav“m*a of eprossement s,itx;ga.rsl

Japan in pelitdesnl, a:cf:mamicg eulturel gad 'othes :‘1‘;::?“:,

1
- il TR
o Ohing

Le gtbsupting @ mxﬁemﬂm vhb morale ol T-Ea;:i iV lg}s
ae well as %o win the suma;.:}z_i\;; of who cwslve r:-qxg 3,(5. RETE
i ]

Ny

gversess Yhiness in Asid. 0 . . -\_\

{5  Yhe aolidarity of {h}“ﬂmim Ching and the ﬁf:‘:‘%\wauld

&

continue for some Dime :%f.’.a___ﬂ;oma, At the zame t.».ce \.a.t

Baing an undenieble fact % ﬁ?' Cormrund sk &h,_ng

.
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agtablishing herself ag & Lig power, there may be s
possibllity for Jegesening the degres of sﬁliﬂa:vii?y
dﬁ{;ﬁen&ing v the develorment of zmi;i.ma:;iam i The
Thinese themselves and ithe poliey of the United Cuintas
touned Commund st ﬁmm_.@
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1,  Gensral Objectives of United States Foreign Policy

security and welfare of the American people and to assist the continued
growth of free institutions, not only in the United States but through-
out the :worldt. We know that these objectives can only be achieved _
under international conditions of Just peace; prosperity, and freedom.
We, therefore, work to deter resort to force, to help other countries

achieve the welfare of their own peoples, and te assist the 'spread of

freedom, We éeek for others what we seek for ourselves,

2+ Rationsl of United States Military Policy

time wo chgrish froedom, Zach of the three times the United stabes was
forced to go to war during the last forty years it was Mﬁtaﬁly
unprepared, bonsequontly, our policy ié based upon military prepareds
ness, both to avoid war and to preserve our freedom.

The history of the modern world in military terms is cleary
Military weakness invites aggression, just as po]i’c_':“l.cal weakness
invites subwversion, The Nazi deluge in Europe in 1939, the é.ttack on
South Korea in 1950, the Communist China inWervention in Vietnam in 1953
and 1955 are bloody reminders of what military weakness engenders,

Since 1954 the banding tegether.of the free na."c.ions of the world has
presented a solid front, discouraging overt aggression,

Modern history is a clear demonstration that the United States has
not territorial designs on others, Our victories in World Wars I and II

did not enlarge our territorial possessions, The history of the Soviet

SECRET
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Union for the years during and following World War II presents a
siwjlarly clear picture of Communist Imperialism, In our
generation sixteen countries have lost their freedom to' Soviet
aggression, Hungary in 1956 was a ¥ivid demonstration that
this loss of freedom was not voluntarya

Tt is understandable that the Japanese people might be
distrustful of the United States motives in maintaining a strong
military force that they might eguate strong military force with
aggressive intent, As Prime Minister Kishi said in his talking
paper, this was the pres<World War II history of Japan and the
Japanese people may be attributing to us the same motivation that
guided their leaders before 1941, It is clear, howgver, that the
United States entertains no such motives, Oﬁr history speaks’
against. this, Had we sought war the time would have been earlier
when thé United States possessed an atomic monopoly. Obviously,
we sought no war at that time,’

3. The Far East

There is -no ﬂeceééity to belabﬁr the global objectives of
international Comnuhim. Lenin and $talin made Gommunismts
| global objectives clear. The results of these objectives are
seen clearly in Estonia, Lithuania, latvia, Hungary, Poland,
Bulgaris, Rmmwania, Albania, Gzechoslovakia, East Germany, and
China, The Communist aggressors again struck hard im Korea in 1950,
e do not believe the Communist objective can be misread in

Furope, Asia, or elsewhere, It is the objective of global
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dominZbiofls In Korea it would have succeeded except for United
States and United Nabtions action. To think that this cbjective
encompasses all the world but Japan would be irresponsibility of
the greatest magnitude, To believe that Japan is the pafamount
objesctive of Communiam!s dominstion of the Far East can hardly be
called alarmist, It is selfeevident, Japan is populous, it is
the Far East¥s one industrially developed nations It is inconceivable
that Japan'wéuld be excluded from Communismts Far Bast objectives,

As indicated earlier, we believe war will come onl; to the
militarily weak, as it came in Korea and Vietnam, It did not come
to Europe after NATO due to the collective strength and pres;nce
of massive United States retaliatory power, We do nbt believe the
Compunists will attack when it is clear that attack mean retaliation,
the destruction of Communisme War could come, however, by inadvertence,
by & Communist misreading of United States intentions, Our role,
therefore, is clear, The United States must remain strong. We must
remain strong in the Far East, and it must be manifest to all that
the United States would defend with its life its sacred geal of
freedom, The United States military strength helps guarantee the
maintenance of peaces
A The United States strengbth alone, however, is not enough,
because every free nation is a Communist target. Collectively,
however, the free nations are strongs On the scale on which
mo&ern warfare is fought only a large group of states can supply
the necessary material, bases, and manpower without an unbearable

drain on the resources of one of them, The success of collective
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security is evident in the way NATO has forced the Soviet
Union into a more coneiligtory and less aggressive policy and
the way the SEATO powers have checked Communist China's advancea

At the present time it is not possible to achieve reliable
collective seeurity arrangements involv:iiag the entirs UN memberships
The principal obstacle is the presence of the major aggressor
nation, the Joviet Union, as a permanent member of the Security
Council where it can veto any proposed action. However, Article
52 of the Chafber sanctions regional security paéts, It is our
desire that through such ;C'egional security pacts and tﬁrough
whatever other United Nations machinery is operative the United
Nations shall be relied upon as much as possible to act as a
stabilizing influence where power vacuums occur sudh as in the
recent Egyptian crisis, The United States will deeply appreciate -
any help Japan can give in adding to the strength and reliability
of the Upnited Nations as a force for peace. - |

The accusation sometimes is made that possession of military
' strength by the United States and its friends is a threat to the
Communist bloc, This is true only if the Communist Bloe intends
to make war. |

The United States is aware that the Communist Bloc seeks to
make the United States military posture appear aggressive, The
accusation is not only by iligh Soviet and Chinese Communist
officials within their own area, but it is also disseminated

through a highly organized international propaganda machine
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throughout the entire world, No doubt the dispesition of free werld
military strength around the Communist Bloc perimeter taken without
consideration of why this came about is capable of being regarded
aggressive, However, an historical review of Communist expansion
since World War II makes clear that this d‘isposition of stre,;ngbh
was forced upon 'l:.he free wordd in its own defense, Moreover, 1‘;he
study of United States history shows a firm policy of the United
States to fight only in self defenses | L‘
Tdeologically, global conquest hes been an axiom of imternational
Communism since the verﬁr outset, International Communism, with sub-
ve'rsive organization é.nd agents throughout the world and with policies
determined by the Soviet Union ard Communist China, has sought to
effect this conquegt.. Both these powers maintain extraordinary
military strength, The Soviet Union has t.roops eagt of the Urals
 and about half a million in European Sitellite countries, Communist
China maintains ground forces nmbering two-andaoneéhalf-“-millien,
with about'25 percent total strength located in Manchuriz and North
© Korea, The USSR hé.a 17,000 military aireraft, of which 3,70(5 are
lecatéd in the Far East, Communist China has 2,600 military airecraft.
Most menacing of all teo Japan, dependent on shipping for life, the
USSR maintains one—fourth of its massive fleet of modern submarines
in the Far East.w
Why then should the Communists falsify? Communist doctrine
postulates the inevitable world conflict between Communish and
capitalism with inevitable vietory for Communism, Steadfast United

States opposition to aggressive expansion of Communism frustrates



SECRET

©b -

their doctrine and purpose., Hence, the international Communists
impute their own motives to the United States in the hope of
confusing the free countries and dividing them to conquer or subvert
them one by one,

The United Stabes hopes the free nations will not be divided by
misconceptions of this nature, as Communism is continuing its military
arnd subversive pressures in this area, Examples a.ré the Communist
reinf_orcemenﬁ of Vietminh troops in excess of the térms agreed upon
at Geneva in 1954, Both the Chinese Communists and the Soviets
have increased their military strenfth in North Korea in vielation
of the Korean Armistice, Chinese Communist armies in North Korea
still total some 300,000 men. The Soviets have sent in a large,
modern jet air force capsble of nuclear attacks against targets
ot only in South Korea but beyond, Communist effort is nowhere
absent in the Far East, but Japa itself is its principal objective
there.

‘Under these circumstances, what .might happen or raﬁher what
would surely bappen, in the event of sudden American withdrawal from
the Far East or from any one o_f its key defense salients such as
Korea, Taiwan, or Japan is unpleasant to coﬁtemplate.

Under these circumstances, too, aba.ndonn;ent of nuclear weapons
or, without adequate safeguards, to stop their testing is scareely
conceivabley, Our Strategic Air Command with its nueclear attack
potential is the greatest deterrent to global war in our possession.

The Uni;ted States responsibilities are grave in proportion to

the threat it must ward offe But it does not seek to monopolize
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the responsibility, It rather seeks the cooperation of all free
nations,

Japan is part of the world and cannot escape the world struggle,
It is the key to its own defense as well as the key to free world
éecuri'by in the Far Kast, dJapan is the only major couﬁbry in the
world which .fa.ces; directly the tﬁb-:ﬁajor Communist powerse Like
Germany in Burope, Japar in Asia must Be regarded as a prime
Communist target. However, the umbrella of American pro_tecf.ion
since 1954 may have blunted Japanese recognition of the cianger.

Should there be any conviction that Communism is preferable
to war and submission better than resistence, it is based upon the
misconception that any one nation can, by abdkcating responsibility,
cause other free nations to resign themselves, similarly, to a
Communist fate, They will not, The only sure alternative to war
is peace through collective security,:
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4e TUnited States~Japan Security Treaty

In our relations with Japan we have been striving for the
development of full partnerships Our goal for Japan is political
stability, economie strength, and defensive eapabilities. There
have hesn allegations of inequality in the relative positions of
the two nations arising from the fact thal the United States has
“bad to make the major oontrihutien to Japants defense, Thas
alleged inequality is one the Japanese can remove through their
own efforts by accelerating their defense build-up. United Stabes
Forces J&paxi withdrawals will contimue as Japants owm forces £rove
Howsver, jmxmediate United States withdrawsl without compensatory
Japanese build-up would make Japan an inviting target and would
weaken the fres world defenses. It would especially dishemsxten
the free countries of the Far East.

Japan is involved by geography, and the resumpti_.on of its
role as the leading nation in the Far East imposes real respons:i:—
bilities. The United States will be glad to shift 4o Japanese

shoulders some of the responsibility it hed been carrying,

5+ Territorial Problems
For the present, and as long as the con_mmist th;eat to peace
in the Far East continues, the Unlted States will have need of the

Ryukyu and Bemin Iglands for strategic reasons. Our policy was

SECGRET
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carefully explsined by Ambassador Allison on June 14, 1956.
These territories have not been amnexed by the Unite_d States.
Japan retains residual sovereignty. This is in contrast to the
unilateral Soviet annexation of Sakhalin and the Kuriles.

How long the threat to peace will last, no one knows.A I
is apparent, however, that the collective security system of the
free world is wﬁrking, Not only is the free werld being kept free,
but the Commnist aystei is showing serious tensions as &;idenced
by the Hungarian revolt and other unrest in Fastern Europe. The
.United States has no intention of attacking the Communist bloc,
but it does intend to prevent further Communist expansion. Without
guch expansion to supply evidence of success, internal strains can
lead elther to disruption of the present regimes or te censtructive

evolution with the Commanist countries.

6. China Trade

Presgent American polj.cies concerning embargo aand trade cont-fols ]
against Communist China aie bagsed primarily on two important con-
" victionss

&+ We mee in G;pmnist Chinal's aggressive posture a
growing menace to thé gecurity of free world ﬁations of Asia

and the Pacific Area;
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bs We believe, therefore, that we sheuld not aid the
military-industrial build-up of a nation with which we have
been practically at war since 1950 following the ﬁnprovoked
aggression in Korea.

The issue of trade with China has become emctional. Zhe
American public understandably and justifiably cammot condons
Amprican business relations with-an aggressor nation which con-
tinues to hold Americam prisoners and whose aggression cost the
lives of thousands of Americans. We could not condone such business
relations until there is some assurance that our trade would npt be
turned hack agaimst us in the form of aggression. For our pari, we
intend $o continue a complote embargo on comnarcilal relstions with
Commmnist China.

In Japan a mirage of vast trade has bsen held up to small
business people. Pre-communisf propaganda has equated présperity
and China trade. Thoss who understand the Communist Chinese econcmy
realize that trade with China will not retum to pre-World War II
levels even with complete freedom of trade. The United States also
realizes, however, that marginal inerease in Japan's trade wiih
China resulting from some realignment of controls may be important

for Jhpan's economy. For this reason, informal discussions on this
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gsubject have taken place Pirst with Japan. On April 10, in a
press conference, President Eisenhower expressed understanding
of Japan's position in the China trade question.
Wo believe the problem can be worked out te take due account
of émotions on both sﬁdes of the Pacific and of politieal re%lities

within both countries, given time and patience.

i

7. Jepan-United States Trade
There is clear recognition both snong the Ameriean general

public and within the United Stales ‘Governient of Japan's bagic
need to export. C6lear recognition oxists of Japant!s need to mgine-
tain and sugwent its market for goods im the United States and
elsewhere in the free world. Iiberal ﬁariff concegsicns given
Japan by the United States in 1955 Qnd 1956, and United States
1eadérship in securing Japan's accessién to GATIT are irrefutable
evidence of these facts. |

Together with—this recognition, however, thewe is fear of
Japanese competlitlion in certain places. To the American publie,
Japan is an industrialized nation with a msdiéval vage rate, and
for many United States industries it is impogsible to ecompete
againat this combination. The American public remembers Japenese
frgde practices prior to World War II, including dunpiﬁg, eopying
American designs, and flooding of the Amsriegn market for avariety

of products. These fears led many nations to invcke GATT's Article XXXV,
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While the United States Gevernment recognizes that Japant!s prewar
trade practices do not hold true for the postwar period, the American
puhiic, American mamufacturers, and American workers are not con~
vinced of this fact. They associate Japanese trade with cheap labor
and unfair competition. They know tha'l; postwar imports into the
Bni’ced States of certain Japarese products skyrocketed within a
peried of a few years with unforiunate concentration on certain
products. In essence, these groups bel.;}.e‘ve that for a considerable
munber of products, Japan has the power to turn up or down, almost
at will, the gquantity of geods it will send to the United‘ States.
From their goevernment, these American groups seek protection against
these practices. OCertain industries were hurt by Japanese fmpérts;

- certain workers logt jobs, due to the inability of the United States
industry in which they worked to compete with its counterpart in |
Japanese industrys The textile problem is a case-in-point. Imports
from Japan did skyrocket. Gertain segments of the United States
industry were damageda. Several Ameriosh textile plants did cease
operations. Many United States workers did lose their johs, since
Japan could preduce at cheapér Prices.

Taws directed against Japanese products enacted by certain
states in the United States were motivated by fear of cempetition
with cheap Japanese labor, fear of loss of jobs by American workers.

Tt is also true -that such legialai_:ion wag in part motivated by
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an‘hi-Japanesé feeling, based on the foregoing facters, on prewar
Japanese trade practices, and on the fact of World War I1 itself.
What is gratifying is that despite all these facﬁors, there
is no powerful movement %o exclude Japanese gocds from the United
States. Instead, there is knowledge that Japan mist trade with
the United States, that Japanese products mist be given a share,
although not inordinate, of the Unmited States markei, andi'hhaﬁs
trade problems between the two nations must be resolved oﬁ the

basis of compromise satisfactery %o both nations.
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April 20, 1957

The American Ambassador called on the Prime
Minister at ﬁhe Foreign Ministry this morning and
stayed for about one hour and half, During the
call, matters relating to the Prime Minister's
prospective visit to the United States were again

-~
discussed,



