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Dear Dick:

Since this is my first report on the China policy of a foreign
country I ought to write some introductory comments about research
methods and problems which, as far as I can see now, willl also be
applicable to subsequent countries. It is necessary to say frequently,
as an abbreviation for a more compllcated statement, that the Japanese
think or feel or say so and so. I try to make such statements mean-
ingful by obtaining a representative sample of relevant Japanese opln-
ion; that is, opinlon which might significantly influence the content
of Japanese policy on China.

In this rough order of priority, I seek out appropriate gov-
ernment officlals, politlcal leaders 1n support or in opposition to
the government, mass media moulders, business and labor flgures,
scholars, wrlters, educators and students. I also try to check these
opinions with United States Government officlals, foreign and Ameri-
can Jjournalists, and'other Americans residing in the country. Since
my topic is a rather narrow foreign policy problem which rarely
crosses the mind of the ordinary person, I do not make any special
effort to learn what the "man in the street" thinks about it. A
useful source and cross-check 1s the Engllish-language press. In
Japan this is especlally helpful because the custom is for offlcials
and leaders to tell reporters what they think and to give detalls of
delicate matters which 1in the Unlted States would be reserved for a
calculated leak. The Embassy lets me have coples of its translations
of selected articles from the local newspapers and magazines.

There 1s a l1llttle speech which I give at the start of each
interview designed to make clear that I do not work for the State
Department, that I am not making policy recommendations to the Senate
Foreigh Relations Committee and that the Instlitute expects no more
from me than an informed report now and then. Most of my contacts
have been well-educated, appreciative of my status and, with few ex-
ceptions, have spoken freely 1n what they have appeared to regard as
a normal business interview, I have needed interpreters for less
than a third of my talks, but even when English is used on both sides
I am consclous of continuous dlstortion and over-simplification. It
is possible to reduce some of the error by asking important questions
in several ways, but the best thing 1s to be suspiclous of the
accuracy of one's notes.
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Even though I am learning many basic facts, figures and cul-
fural patterns for the first time, for the purpose of these reports
to the Institute I shall have to assume the reader's familiarity
with each country's history and political and economic situation.
Some background information, however, which is specially pertinent
to some aspect of China relations, I shall provide. Likewilse, the
history of China and of the two Chinese governments since 1949 would
take too much space to review, but there are instances in which my
subject country's view of such history may differ from the account
generally accepted in the United States or may otherwise illustrate
a significant point.

There are several topics which I regret not having time to dis-
cuss here. One is the negotiations looking toward normalization of
relations between Japan and South Korea. Perhaps I can do so in my
next report from South Korea. A second is the so-called Northeast
Asia Treaty Organization and its relation to the Asian People's Anti-
Communist League. A third is the Formosa independence movement, some
parts of which are based in Japan, but it may be better to postpone
this until my departure from Formosa. A fourth is the history of
Communist China's strategy and tactics toward Japan, as viewed from
Japan.

Cordially,
\ (X
C‘&(Ul ca/i D %—Q/’f\/l \Q,x ‘ j«‘\

George C. Denney, Jr.

Received New York November 15, 1962.

A copy of Mr. Denney's report, JAPAN'S
CHINA POLICY IN OCTOBER 1962: STEERING
BETWEEN BLOCS, accompanies this letter.
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A. Summary of existling relationships and forecast

Any globe or map of the Pacific Ocean will show that Japan,
about the size of California, is nestled close to East Asia whose
vast expanse is governed by Communist China and Russia; 4500 miles
away across the Pacific is the continent of North America dominated
by the United States and Canada. Closer ties between Japan and Amer-
ica than between Japan and East Asia would, on the face of it, seem
unlikely. The presence of a Japanese ambassador in Washington now
but not in Peking therefore requires additional explanation and a
weighing of history, economics and ideology. Lack of an ambassador
in Peking seems unnatural to the Japanese, but how do they welght
the scales? If the Japanese had not tried to fight China and the
United States at the same time would they have been conquered by, and
become economically and politically dependent upon, the United States?
No, but that accounts for only the last thirty years; one must count
the previous fifteen hundred years of communication, cultural borrow-
ing and trade. 1Is China's economy not in the control of the Commun-
ist Government; whereas Japanese industry is in private hands? Yes,
but the difference in systems does not exclude trade; and, moreover,
the geography and the respective stages of development of the two
economies are basically complementary. Does China not aim to subvert
the whole free world, in which Japan is a peaceful and democratic
member? Yes, but the Communists have made much economic progress and
many necessary reforms in China, and thelr external aggressiveness
may well be aggravated by the isolation which is forced upon them
by the United States.

Japan 1s pondering such questions and, as it begins to emerge
from lsolatlon and dependence upon the United States, the idea may
occur that it may be possible to steer a course in the Pacific safe-
ly off the shoals on either the eastern or western shores.

Since World War II - first under occupation and then under
benevolent economic and political subordination - Japan has followed
the lead of the United States in dealing with China. Diplomatic
relatlons have been established only with the Government of the
Republic of China, which is recognized as the government of all China.
Other relations with Formosa are correct and economically mutually
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beneficial but are of only moderate importance to Japan. Not much
change soon is foreseen.

As the United States has insisted, Japan has officially turned
its back on Communist China and has consistently voted with the
United States to deny Peking representation in the United Natilons.
Japan has done so with mixed emotions even though it has not suffered
from lack of contact with the mainland. Playing with the West has
been extremely profitable to Japan, but 1t has experienced a nagging
unease and distaste for participating in a quarantine of the Communist
Chinese regime. There is no more serious difference of judgment
between the United States and Japan than that over China policy. The
commercially-minded governing majority ask why Japan can not have the
best of both worlds without getting into trouble. The opposing econ-
omically-dissatisfied socialists, who have been crying in their frus-
tration for a radical neutrality and friendship with China, are be-
ginning to see how unrealistic, and unproductive of votes, such a
stand is.

The Chinese Communist Party (CCP) realized the great obstacle
to its ambitions if it were confronted by a strong, Western-oriented
Japan. Both sweet and sour recipes have been offered. In the 1958-
60 period the CCP tried through threats, subversion and a sudden
breaking off of trade, to overthrow the Government of Japan and turn
it against the United States. The failure of these tactics and
economic difficulties at home may have led mainland China to try its
current softer approach to Japan. Japan has responded cautiously
but readily. Two semi-official, high-level trade missions went to
Peking in the fall of 1962. The second is still there at the time
of this writing, armed with authority for a five-year barter deal,
with credit for China available to the same extent as it is offered
by Western European countries. The United States has not said no
very loudly, but it has not said yes either, so the Japanese Govern-
ment is moving gingerly, also keeping an ear cocked toward Chiang.
More trade (beyond the $100 million or so which will be done in-
formally in 1962) is all the Government seeks now, but it would not
object to an increase in controlled exchanges of delegations. The
Chinese are going to ask for some political steps closer to Japan in
return for more trade, but they have said that they realize Japan
can not simply break off relations with Formosa. The Japanese might
think it appropriate to agree to such things as: (1) exchanges of
newspapers and movies, (2) a permanent, non-governmental committee
to study mutual problems, (3) a single channel for trading on each
side, and (4) permanent trade missions in each country. If a trade
understanding is reached, the value of trade will probably grow
slowly tor the next several years (in the $200 to $300 million range)
but could become increasingly important to Japan as Communist China's
economy matures.

From the Japanese Government point of view, these developments
as of the end of October are just about right, and it hopes nothing
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will happen to upset the trend. It would like to trade with both
Chinas without getting politically beholden to either. It apparently
has no plans for political initiatives beyond the present trade ven-
ture and will continue to be guided by United States policy. If a
soclalist government should come to power the field is free for spe-
culation; the Japan Socialist Party platform, on China as well as
other subjects, is radical, but it would be a political miracle if
the Party were voted into office without substantial rightward
modifications in its present positions.

Looking way down the road, an independent and perhaps neu-
tral Formosa peacefully continuing alongside Communist China, both
being recognized by Japan and both represented in the United Nations,
with the Chinese Communists seated in an enlarged Security Council,
would be the solution to the China problem most acceptable to the
most Japanese. The governing group does not speak openly of this
vislon, but few public or private actions are inconsistent with it.
In a few years, with the coming of a little more self-confidence, and
barring a major change in Asian power alignments, the Japanese may
consciously seek to mediate between Communist China and the United
States,

B. Political and Military Relations

1. History - Japan and China knew about each other at least
as early as the fourth century A.D. because about 405 the Japanese
court adopted the Chinese script. Early visitors to China included
monks who brought back to Japan science, architecture, fine arts and
the Buddhist religion. Japan's first real capital, Nara, established
in 710, was Chinese in its design, religion, architecture and in the
language of 1ts laws and public documents. The Mongols under Kublai
Khan tried to conquer Japan from Korea in 1281, but the invading fleet
was repulsed with the help of a typhoon, which the Japanese called
kamikaze, or divine wind. During the 14th century through the 16th
century trade was vigorous and Japanese pirates operated along the
Chinese coast. In the 1590's General Hideyoshli tried to conquer
China but was defeated in Korea by Chinese and Korean soldiers., In
the Tokugawa exclusion period (1639-1867) Japan refrained from con-
tact with the outslde world, but some Chinese were allowed to stay
in Nagasakl and carry on minimal trade.

Commodore Perry "opened" Japan in 1854 and the country there-
after modernized 1itself rapidly and followed some Western ways in
industry, military techniques and parliamentary forms. In 1874 it
sent an expedition to punish Formosa (then nominally under China)
for killing a few Ryukyuans, and the Ryukyus were incorporated into
the Japanese Empire in 1879. Thereafter until 1945 Japanese and
Chinese interests were almost continually in conflict; Japan growing
stronger and more belligerent and China becoming weakened and divided
by Western and Japanese imperialism. Japan fought China in 1894-95
and gained part of Manchuria, the Pescadores and Formosa. Japan
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participated in the Western military action to put down the Boxer
Rebellion in 1900. Victory over Russia in 1905 gave Japan Southern
Sakhalin, '"paramount" interest in Korea, and Russia's leasehold on
the Liaotung Peninsula. Japan was becoming a training ground for
China at the rate of 10,000 students a year. 1910 saw the annexa-
tion of Korea; in 1914 Japan took the German Islands in the Pacific
and the German claim on the Shantung Peninsula; and in 1915 the in-
famous "twenty-one demands" on China strengthened Japan's position
in Manchuria and China proper. Japan was not satisflied and used
the Mukden railway explosion as an excuse for invading Manchurla in
1931 and establishing the Manchukuo regime under the puppet "Henry"
Pu-Yli. On July 7, 1937 Japan began its undeclared war on China which
ended wlth Japan's surrender on August 14, 1945,

On hearing in 1962 the virtually unanimous Japanese statements
about cultural affinity and predisposition toward friendship with
the Chinese it would seem wise, in view of the foregoing history, to
entertain a question as to the extent of reciprocation from the
Chinese,

2. Present relations -~ Japan's foreign relations were conduc-
ted by the Supreme Commander for the Allied Powers from the end of
the war until the Japanese Peace Treaty became effective in April
1952. Because of the dispute over representation, neither Chinese
government was represented at the signing of the Treaty in San Fran-
cisco on September 8, 1951. The Japanese and the Nationalist Chinese
Government concluded a peace treaty on April 28, 1952 in which Japan
reilterated its renunciation of all claims to Formosa and the Pesca-
dores. The treaty was with a Government of China but was silent on
the quwe stion of that government's territorial control, Chiang K'ai-
shek not belng in control of the mainland. A contemporaneous ex-
change of letters provided, in effect, that if Chiang ever regained
control of the mainland the treaty would cover such territory.

Japan has normal diplomatic relations with Nationalist China.
The relationship is friendly but neither country is pleased with the
attitude of the other concerning Communist China. Neither country
has military or security obligations toward the other., The Nation-
alists aim to prevent Japan from having extensive relations with the
mainland and to keep Japan as the major trading partner of Formosa.
Japan worrles about Chiang's talk of invading the mainland and fears
being drawn into such a conflict. Trade with Formosa 1s of minor
significance to Japan. Having friendly relations with the power on
Formosa is important to Japan because of Formosa's nearness to the
Ryukyus, control over which the Japanese will eventually regain from
the United States. The Japanese feel gratitude toward Chiang for not
asking reparations from Japan and for quickly repatriating Japanese
prisoners after the war. The ideal relationship with the Nationalist
Government, from the Japanese point of view, would be maximum trade
and minimum political tles. Thelr comparatively recent control over
Pormosa and the existence among Formosans living in Japan of an



independence movement make the Japanese aware of dissatisfaction
of the island-born under Nationalist rule.

There is an annual meeting of delegations from Japan and
Formosa, composed partly of government and partly of private per-
sons, which promotes cooperation between the two countries. 1Its
main business 1is trade and the group deals effectively with that
subject. The Nationalists would l1like the Japanese to agree to de-
clarations opposing Communist China but the Japanese shy away. Cul-
tural relations between the two countries are limited to several
friendship associations and the exchange of delegations from time
to time. There is also an avid audience in Formosa for the limited
number of Japanese movies allowed to come in.

October 10, 1962 was the 5l1st anniversary of the Chinese Revo-
lution of 1911 and the subsequent founding of the Republic of China.
Messages were exchanged with Japan and carried in the Tokyo press.
The Ambassador from the Republic of China discussed the iniquity,
bellicosity and brutality of the Communist regime and the necessity
and "holiness" of the Nationalist mission of fighting back to the
mainland to rescue their brethren. The Japanese Ambassador to the
Republic of China praised its improvement in living standards, noted
the anti-Communist stand of the Republic, expressed pleasure in the
friendly relations with Japan and voiced confidence in the Republic's
continued march toward the lofty ideals of Dr. Sun Yat-sen.

Japan's relations with Communist China should be considered
from three angles: the official posture, the actual practice and
the hopes and attitudes of the Japanese. The official status is
easy to describe. Japan has made no peace treaty with Communist
China. Japan does not recognize the government of the People's Re-
public of China and has no diplomatic rela tions with it. There are
no government~to-government agreements or dealings.

Unofficial relations are active and increasing but they have
small economic and political significance as yet. Trade, carried on
through private channels on the Japanese side, has never ceased., Trade
has never exceeded the 1956 high of about 3% of Japan's total trade;
it went down nearly to zero in 1960; but it is rising rapidly in 1962
so that it may reach $100 million, which, however, will still be less
than 2% of the total. Cultural exchanges are steady, though carefully
controlled by both sides. More visitors to Communist China come from
Japan than from any other country. Dozens come from China to Japan
in groups each year. Hundreds go to China from Japan in groups each
year.

Japanese wishes and thinking about Communist China are of
course part of their desires and policy toward the whole outside world.
The forelgn policy of the governing majority, which appears to have
at least five years' tenure ahead, seeks economic progress and greater
independence for Japan in cooperation with the West and especially



-6 -

the United States. Japan admits the advantages of military protec-
tion by the United States, but its people fear domestic military re-
vival and nuclear power and so 1t is easy for them to excuse low ex-
penditures for their own security. Japan would like to be more of a
leader among Afro-Asian nations but the Japanese would be more effect-
ive if they did not tend to look down upon “"backward'" peoples. Al-
though Japan has more ties with other countries than ever before,

some Japanese still feel unwanted and unloved in the West. These

find an extra reason for avoiding a hostile relationship with Com-
munist China. Japan knows that it is only a middle-sized, not a big,
power and would like To play it safe between the blocs. Foreign
Minlster Ohira was in Eurcope this month and Prime Minister Ikeda will
go next month. Intending no slight to the United States and not down-
grading the importance of that tie, these statesmen want to protect
and enhance Japan's interest in trade with the Common Market.

A large majority of the Japanese people is dissatisfied with
Japan's relationship with Communist China. They think the Communist
Government ought to be recognized and be represented in the United
Nations. They think Japan ought to have the kind of political rela-
tions with Communist China which it has with the Soviet Union; that
is, wary, arms-iength business dealings. They believe an increase
in trade would be heiprul to Japan and not aangerous. There is
agreement on all sides that trade with Communist China in the nea
future will be small because Japan does not need much of the commodi-
ties which China is now able to export. Except for the extreme left,
the Japanese would like to continue having diplomatic relations and
trade with Nationalist China.

Expressing negatively and summarily these same sentiments,
one can say that most Japanese do not fully accept the tenets of
United States policy toward China, except the policy of insisting
upon a peaceful settlement of differences between the Communists and
the Naticnalists. Japan acquiesces in American policies on China
for several reasons: (1) fear of economic reprisals by the United
States; (2) appreciation that "normalization" would bring little new
benefit compared with the possible big harm from the United States
and the danger of subversion from Communist China; (3) the unwill-
ingness of the Communists to concede that Japan can not turn its
back on the West; and (4) reluctance to jeopardize the beneficial
relationship with Formosa. Rather than run these risks the Govern-
ment of Japan prefers to flex skillfully between the pressure from
Communist China and the left socialists at home, on the one hand,
and the pressure from the United States and Nationalist China, on
the other, so as to obtain the economic benefits from the substance
of a "two Chinas policy".

3. Attitudes in the government party - The Liberal-Democratilc
Party holds comfortable majorities in the Diet and has considerable
freedom to maneuver on China policy within the domestic political
scene because both the LDP and the main opposition party, the Japan
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Socialist Party (JSP), agree on the principle that Japan should have
closer relations with Communist China. The arguments between the
parties are about how fast and how far to go and how much attention
should be pald to the polinting finger of the United States. Differ-
ences of opinion on the proper degree of change are of course also
to be found in the factlions and wings of the LDP which vie for as-~
cendancy.

It is unwise for the short-term visitor in Japan to try to
describe the power struggle within the LDP or even to say who are
in what faction. It l1ls rash for him to pretend to explain the re-
lationships between the party politiclans and the government bureaus
which they head. It is positively foolhardy to speak authoritatively
about the interlocking directorships in banking and industry, the
political power of agriculture and small business, the mixture of
public and private interests in each Diet member and the ways in which
decisions are made. A veteran newspaperman told me that the elective
system in Japan 1s stable and beneficial to those who run it in the same
way that Tammany Hall was in Néw York at one time, except that you
can not tell who the bosses are.

There are, however, some distinct shadings of views on China
policy within the ruling group. The big issue in the summer and falil
of 1962 was the possibility of increasing trade with Communist China.
Two high-level, non-official visits were made to Peking by groups
of Liberal-Democratic Party and business leaders, and these visits
and the preparations for them kept policy-making and speculation
active. On the LDP left-hand side were those like Matsumura and
Takasaki who were enthusiastic about the benefits to small and marg-
inal businesses of more trade and who dreamed of larger-scale coop-
eration between Japan and Communist China. On the right were big
businessmen like Ishizaka, President of the Federation of Economic
Organizations and Chairman of the Board of Directors of the Tokyo
Shibaura Electric Company, who worried about contact with communism
and the possibility of United States resentment which might dry up
loans from Wall Street and restrict imports from Japan. In the center
were the Prime Minister and Cabinet who alternated between statements
that Japan would do what it thought best regardless of United States
wishes and statements that trade with Communist China would probably
not amount to much, so there was no use getting excited about it.
Helping them were the government experts who made the detalled trade
estimates and took the soundings of pressure from the Governments
of the United States and Nationalist China.

The views of the pushers toward warmer dealings between Japan
and Communist China may be illustrated by the attitudes reported in
the Tokyo press of Mr. Kenzo Matsumura, senior leader of the LDP who
returned on September 25, 1962 from the first big economic talks in
Peking since the 1958 breakdown, and of Mr. Tatsunosuke Takasaki,
another senior member of the LDP who departed October 26 for more
detailed trade negotiations in Peking. Mr. Matsumura consulted fully
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with Prime Minister Ikeda before he left, had ten hours of discus-
sion with Chinese Premier Chou En-lai, and returned expressing his
conviction that Sino-Japanese relations would be improved even though
Peking's stand on the inseparability of politics and economics re-
mained unchanged. The very fact that Peking warmly received an exec-
utive member of the LDP, to which it had always been hostile, seemed
auspicious. Matsumura said that Japan should act as a go-between to
soften the hard feelings between the United States and Communist
China, He thought that it was a most opportune time for Japan to
lend a helping hand to the famine-stricken China mainland. He saild:

The Communist Chinese people would probably over-
come their present crisis even if we did not help them,
but it is our historical relationship with China and
our moral sense that tells us we should cooperate more
closely with that country. I believe that the time is
now ripe for Japan to deepen its cultural and economic
ties with them, without sticking to the ideological
problem.

Mr, Takasakl went further:

Now is the time to increase exchanges in various
fields between Japan and Communist China as the two
countries have just begun to regain a mutual under-
standing.

Mr, Takasaki's vision was that someday Japan could build a common
market with Communist China and other Asian countries while respect-
ing each other's political systems and that Japan and China might even
abandon the nationality of their iron and steel industries to operate
them jointly. He admitted that these suggestions were only dreams at
present. The Matsumura-Takasaki category also included second-level
businessmen who had not prospered as much as others in the booming
trade with the West, lesser politicans in the LDP who wanted to at-
tract attention, and opportunists who figured that trade and other
ties with Communist China were probably going to expand and so they
might as well get on the bandwagon early.

The controlling center group of the Liberal-Democratic Party
is inclined to look at the question of China something like this.
It starts from the premise that Japan belongs to the free world and
can not, realistically, be a neutral. The security tie with the
United States may not be enjoyable, but it is necessary for an unarmed
Japan. Trade is the life blood of Japan, one-third of trade is with
the United States and that portion is growing. Such economic concen-
tration may be risky but it has been profitable. These facts of
political and economic dependence being what they are, until the
United States changes its China policy Japan has no alternative but
to follow its lead. Nevertheless, after reciting the usual rubric
about cultural affinity and geographic proximity to Communist China,
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the center LDP expresses its belief that the United States should

be willing to have Japan trade in a small percentage with Communist
China so long as no strategic goods are sent and so long as no poli-
tical tie is established. :

It was annoying to the LDP (and to the public generally) to
have Assistant Secretary of State Harriman appear to be lecturing
Japan about the well-known dangers in trade with Communist countries
in his September 26, 1962 speech, but the Party is slowly accepting
the necessity for close friends to speak thelr minds even if they
must disagree. It does not seem to the ruling center that the United
States is going to ftry to halt Japan's renewed flirtation with China
mainland trade; 1f this were the intention, surely Secretary Rusk
would have raised the subject when he talked with Forel gn Minister
Ohira in Washington in early October.

The existing position of Japan vis-a-vis Nationalist China is
accepted without enthusiasm as one of the tension-ridden consequences
of United States policy. No one believes Chiang will get back on
the mainland, but the risk of pushing him too hard and leading him
to make a deal with the Communists is perceived. Most LDP voters
privately say that recognition of an independent Formosa, together
wlth recognition of the Peking Government, would be the best long-
run solution, but meanwhile they are not unhappy with the status quo
on Formosa and the tidy Nationalist trade which goes with it.

Although the majority of the LDP may feel that the United

States has been overly emotional about shunning Communist China, its
members would not be quick to change policy even if a free hand were
possible. On Chinese representation in the United Nations, for in-
stance, they do not wish to get ahead of the tide. They would pro-
bably wish to abstain from voting on a two-China resolution (unless
it had the votes to pass) so as to stay on good terms with both the
Natlonalists and the Communists.

The Liberal-Democratic Party is far from being "soft on Com-
munism” and yet there is in it a fundamental divergence from the
official United States opinion about the best tactics to use with
Communist China. One president of a large company turned to an an-
cient fable for an analogy. I shall paraphrase his argument:

You remember the story of the Wind and the Sun
each trying to be rirst to make the traveler remove
nis cape. The Wind tried to blow it ofr, but the
harder he blew the more tightliy the traveler wrapped
his cape around himself. The Sun was successful be-
cause his steady heat made the fraveler glad to re-
move his cape. Now the Communists have had control
for a few years, but 5000 years of Chinese individ-
ualism will sooner or later have its effect on the
new regime and it will be easier to live with. When
the United States tries to keep China in a corner
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the Communists have a whipping boy to use in per-
suading the Chinese people that regimentation and
suffering are forced upon them from the outside.

Why does the Government of Japan aid large delegations of
important Japanese to go to Peking to negotiate about trade? Why
does not Japan deal the way European countries do which do not recog-
nize the Peking Government; namely, by making contracts at the semi-
annual Canton Trade Fair or sending two or three men to Peking with-
out fanfare? Sending a big delegation, such as the 40 representa-
tives of Japanese industries who accompanied Mr. Takasaki on October
26, is reminiscent of the days of o0ld when British merchants had to
repeatedly prostrate themselves before the Emperor if they wanted
the business, and it gives prestige and helpful publicity to the
Chinese Communists. The Japanese say that the mainland is nearby
and easy to fly to, but entry is through Hong Kong and then a long
ride to Peking. The answer is not simply that the Chinese have out-
smarted the Japanese. The Liberal-Democratic Party has internal
political problems 'on its hands. First, activity on the China trade
front takes some of the heat out of the JSP attack on the Japan-South
Korea "normalization" negotiations. Secondly, the socialist opposi-
tion has a popular issue in demanding an end to slavish following of
United States China policy. The weeks of well-publicized palaver
over Mr. Takasaki's terms of reference enabled the Ikeda Government
to show that it was doing something positive to end Japan's separa-
tion from China. These weeks of discussion also allowed time to
test the mood of the United States Government and business circles.
The Japanese love ceremony and large group functions. Moreover,
when a delicate mission is to be performed, it is better to have
many share the responsibility in case the undertaking turns out badly.
There is also the motivation that, if the China trade is going to be
lucrative, one should get in on the ground floor.

The right wing of the Liberal-Democratic Party does not favor
a change in Japan's relations with the two Chinas. The Keidanren,
for example, the Federation of Economic Organizations in which the
big banks and big industries are represented, is mildly opposed to
expansion of trade with Communist China. Mr. Ishlzaka, Keidanren's
President, said in early October that such trade would 1likely have
more negative than positive results because of the harm it might do
to Japan's relations with the United States. Businessmen of this
point of view are inclined to emphasize the difficulty of finding
Japanese needs for mainland products, the inferior quality of main-
land coal, the emergency which befell Japanese steel makers when the
Communists dishonored their iron ore contracts in 1958, and the threat
of the loss of trade with Formosa. A minority view in the Keidanren
is that more China trade would do no harm if it can be separated from
politics, that such trade should be thought of as a bonus and not
relied upon, that a foot in the door of a market of 650 million peo-
ple is only prudent and that the LDP ought to take the political
capital out of the issue for the Japan Socialist Party. The whole
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right LDP wing has two principal fears. One is that American busi-
ness will become less cooperative or even take some punitive action
on account of mainland trade. Such risk might be small, it is true,
this reasoning goes, but in view of the overwhelming importance to
Japan of 1ts economic and political benefits from the United States
as compared with the speculative nature of increased mainland trade,
why take any risk? Communism in Japan is another spectre. More
trade will bring closer political ties, Jjust as Chou En-lai has
said it must, and political ties facilitate Communlst penetration.
These rightists deplore the weakness of the state and the lack of
patriotism among Japanese. They continue to push for a police law
permitting the anticipation of violence. They secretly wish for the
amendment of Article 9 of the Constitution so that Japan might have
a legitimate and respectable armed force. They feel that a mistake
was made in the Constitution which vests sovereignty in the people
rather than in the Emperor.

Frustration over Japan's impotence and longing for the good
0ld days of 1940 make the extréme right in Japanese politics an am-
bivalent ally of the United States. The youth who assassinated Japan
Socialist Party leader Asanuma in 1960 regretted before his suicide
that he had not six more lives to give for the Emperor. Expedience
dictates obedience to the United States on China and other policiles,
but such support is at the same time felt by such extremists to be
galling subservience.

L4, Attitudes in the Japan Socialist Party and its chances for
power - It might be argued that there is no point in saying much on
this topic because the governing LDP has a comfortable margin of seats
in both houses of the Diet and because the JSP does not itself speak
of winning power in the Diet before five years have passed. The
socialists have not held power since a brief period during the early
years of the Occupation. I believe JSP attitudes and opportunities
are worth discussing because Diet seats do not accurately reflect
public opinion. This may be illustrated by the fact that after the
July 1, 1962 elections for the upper house the Liberal-Democratic
Party had 61% of the seats and the Japan Soclalist Party, the Demo-
cratic Socialist Party and the Communist Party had 32% of the seats
among them, but in the votes cast in the prefectures the LDP received
47% and the JSP-DSP-JCP received 44%. The disparity is accounted for
by the heavier weight given by the election law to rural votes in the
apportionment of seats, and the LDP relies heavily upon farmers who
have prospered since the Occupation land reform program. The long-
term urbanization trend, however, favors the JSP, and its strength
is slowly but steadily growing.

The JSP attitudes on China policy are radically to the left
of the LDP and are in sharp opposition to the policies of the United
States. If the JSP carried out its platform there would be big changes
Japan's China policy. On the other hand, the JSP probably can not
obtain power without moderating its stand. The counter-argument is
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that if public sentiment reflects the votes cast for the parties on
the left, the ILDP will tend to gravitate toward the left on China
policy in order to preserve its position.

The main source of strength for the JSP 1is the trade union
movement. SOHYO, the General Council of Trade Unions of Japan, which
has a membership of nearly four million, throws 1ts weight to the
JSP. There is a wide spectrum of positions in the Party, from the
well-organized Communists on the left to socialists on the right who
really believe in democracy. One must put a big question mark as
to the peaceful relinquishment of power by the JSP if 1t ever got in.
The "mainstream" faction of Eda and Narita now state that violent
revolution and dictatorship are not necessary, that JSP could win a
parliamentary victory, and that the Party would not insist on perm-
qgeﬂt rule. Democratic Socialist Party leaders say, "Don't believe
l .

The JSP candidates draw much support from intellectuals, teach-
ers, students and Journalists as well as a considerable protest vote
from people who don't really expect the JSP to win. These voters
have foremost in their minds the fact that the JSP holds the blocking
one-third which prevents the conservative government from amending
the Constitution. They suspect that the LDP would like to rearm
Japan, develop nuclear weapons, restrict the rights of women, curtail
freedom of speech and press and restore the pre-war powers of the
police. The JSP is handicapped because the rapld growth and relative
prosperity of the economy give most voters little to complain about.
The JSP suffers from belng too closely lidentified with the. Japanese
Communist Party, and the subscription of some of its leaders to the.
thesis that "United States imperialism is the common enemy of the
socialist countries and Japan" violates the sense of reality of most
Japanese. This so-called Asanuma statement, signed in Peking, and
other actions by Communist China and the Soviet Union against the
common view of the interest of Japan, have lost votes for the JSP.
Saburo Eda, the Secretary-General of the JSP, is trylng to lead the
Party toward more realistic policies which will command more support
from the Japanese people.

The JSP platform on China 1s clear and definite. No change
in this plank is under consideration at the moment. A Japanese Soc-
ialist Government would immediately open negotiations with the People's
Republic of China for diplomatic and all other kinds of relations.
The govermment at Peking would be recognized as the government of all
China, including Formosa. The JSP opposes any two-Chinas policy, and
the Party has made public its agreement with the Chinese Communist
Party on this principle. The JSP expects that the Communlists will
eventually take control of Formosa and hopes that this will be accom-
plished peacefully, and as a domestic affair. Through peaceful nego-
tiation American troops should be made to withdraw from Formosa and
from the Straits. The use of force in the Straits by either the
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Communists or the Nationalists would be equally bad. Peking's
representative should be seated in the United Nations as the rep-
resentative of China and the Taipel representative should be thrown
out. A World War II peace treaty should ‘be negotiated between Japan
and Communist China, and the treaty with the Nationalists should be
cancelled. The JSP realizes that this would open up the question

of reparations, but it would be both amazed and unhappy if Communist
China made a claim for reparations from a socialist Japan.

The JSP would have exerted greater efforts than the LDP to
promote trade expansion with Communist China. The JSP would not have
yielded to United States pressure to delay such expansion. Now that
the LDP Government appears to be moving in the "right" direction the
JSP has mixed feelings; 1t can not oppose what is being done but it
hates to see the LDP profit. The JSP feels bitter toward the Chin-
ese Communist Party which urged JSP leaders to sign the so-called
"common enemy" statement referred to above (which hurt the JSP at home)
but which has gone ahead toward bigger trade deals with LDP business-
men. The JSP has no objection to continuing trade with Nationalist
China under the conditions outlined above.

With respect to cultural relations between Japan and Communist
China there is also little difference between the public positions
of the two main parties. The JSP blames the lack of diplomatic re-
lations for the low number of Chinese who have come to Japan and be-
lieves, correctly, that the Government's true policy is to have as
few Chinese coming to Japan as possible.

Some indications of friction between the Japan Socialist Party
and the Chinese Communists have been mentioned. A major disagreement
occurred in August 1962 at the Hiroshima Conference Against Atomic
and Hydrogen Bombs. The big issues were the question of nuclear test-
ing by the Soviet Union and the relative priorities to be given to
nuclear disarmament, to national liberation movements, and to anti-
United States base protests. The secretariat of the Conference put
on the agenda for discussion a report of the July 1962 Congress on
General Disarmament and Peace which took place in Moscow. The Commun-
ists from China opposed putting the Moscow report on the agenda.
Other delegates, including the Russians, disagreed, and the upshot
was a compromise under which the report was simply read without dis-
cussion. This eplsode amazed the JSP and SOHYO delegates, but it
was only the beginning. The Chinese Communist delegate proceeded to
make the following statement, which no Japanese running for office
could possibly agree with:

It is clear that nuclear weapons are powerful
weapons for peace when they are held by the Soviet
Unlon and other socialist omuntries. They are used
as wicked weapons when they are in the hands of the
imperialists. It is erroneous to fail to see this
difference.



- 14 -

The Chinese delegate further argued that the ban-the-bomb movement
should not have as its primary aim complefe disarmament but should
struggle against American policies and support national independence
efforts. The JSP delegates again had to.disagree. At the close of
the Conference the Chief Chinese delegate attacked JSP Secretary-
General Eda, by name, as the leader of a conspiracy to destroy the
Peace Movement of Japan. This attack came as a great shock and led
Mr. Eda to reply in a long article in the September 15, 1962 issue
of Japan Socialist Review.

Eda reiterated his disagreement with the Chinese point of
view. He argued that the anti-bombs movement is "above the differ-
ence of classes and political creeds, because of the very nature of
thermonuclear weapons and warfare." Thermonuclear war would leave
no victors and could not be a war of justice in his view. Eda warned
the Chinese Communists that if they attempted to dictate their con-
trary views, the Japanese soclalist movement would have its independ-
ence brought into question and would become alienated from the masses.
He urged an end to name calling. Eda concluded by pointing out that
if the Japanese people and workers galned the impression that the
Chinese leaders "would force their own line on the Japanese mass and
progressive movements" such result would "help the reactionary forces
which continue their policy of antagonizing China."

One JSP official told me that he had to explain the Chinese
Communist tactics by their ambition to take a place of equality with
the Soviet Union in the direction of the world peace movement. He
sald that the Chinese favor Soviet nuclear testing because they wish
to test nuclear weapons themselves soon. On October 21, 1962 the
Peking"Radio denounced Mr. Eda as an "agent of United States imper-
ialism”.

There is not evidence sufficient to say that this friction
between the JSP and the CCP will lead to some change in the JSP pol-
icy on relations with China, but the habit of the JSP to endorse
almost anything issuing from Peking has probably been broken. A
change in China policy alone would not be sufficient to alter the
political fortunes of the JSP anyway. How much moderating the JSP
needs to do on other questions to gain power is beyond the scope of
this report as is the speculation over whether the conservative par-
ties and the military would permit the JSP to hold power if, owing
to a shocking scandal or severe depression, it were unexpectedly
swept into office. On the latter subject one military figure seemed
to have the problem all worked out in his mind. If the JSP tried
to change the governmental system illegally, the Self-Defense Forces
would not be bound to obey. If the JSP tried to make drastic changes
legally and with popular support, the Self-Defense Forces would be
split in their judgment about what to do.

It may be of interest to give some individual opinions from
within the JSP both to show the range and to suggest that the Party
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platform on China policy should be regarded as a maximum goal near
but short of which most JSP followers would be satisfied to achieve.
Let me paraphrase excerpts from a discussion with a prominent member
of the JSP who is a member of its International Policy Bureau and
who was a visitor to Peking with the late Asanuma when the famous
"common enemy" statement was made:

Q. Why does the JSP object to a two-China arrangement?

A. To recognize both governments would be improper because
the Taiwan Government can exist only with United States
backing, and it is this backing which causes tension in
Asia. It causes Communist China to prepare to use force

to liberate Taiwan. If the United States would withdraw
its aid from Taiwan, Chiang would collapse and the use

of force by Communist China would not be necessary. A
peaceful settlement could then be worked out in the United
Nations.

Q. What about the wishes of the native Formosans?

A, They should be respected. I have visited Formosa
and have found that the people are dissatisfied with

the rule of Chiang, just as they didn't like the rule

of Japan. They want to rule themselves, but they know
that they can not exist as an independent state. The
best solution would be to make Formosa part of Communist
China and then a peaceful achievement of their desires
could be worked out.

Q. Why would the outcome be any different from Tibet,
where the natives also wanted autonomy?

A, But Formosans include no Dalai Lama, no counter-
revolutionist. The Dalal Lama was a feudal dictator who
could not be allowed to continue his oppressive rule.
The Formosans are Chinese, after all, and the two groups
of Chinese would arrive at a peaceful solution provided
the United States did not interfere. Communist China
will never agree to a referendum, so the problem can not
be solved in that way.

Q. If Communist China will not permit the Formosans to
vote their choice, then 1s it not better for the United
States to stay in control of Formosa so that, in the in-
terest of Formosans, it can obllige Chiang to permit a
referendum some day?

A, Chiang will never permit the Formosans to have a
voice.

Q. The JSP calls for a neutral and defenseless Japan;
why not solve the Formosa problem by making it neutral
and defenseless?

A, The difference is that Japan i1s industrialized and
can be really independent.
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Q. Well, who is better able to help Formosa indus-
trialize; the United States or Communist China?

A, China has had two or three years of trouble, but
it is still able to give some foreign aid. There is

a delicate problem of natlonal feeling here; it is
better to have aid given and received between people
of the same race. American aid in Asia has not always
been welcome.

In that conversation I felt that I might as well have been
speaking to a member of the Chinese Communist Party. In another
meeting, however, with a very important person in the SOHYO hier-
archy, also a staunch supporter of the JSP, I encountered fewer doc-
trinaire stances:

Q. How large can Japan-Communist China trade be if
Japan gives credit?

A, I don't know; trade is really limited by the amount
of China's beans, c¢oal and iron ore which Japan can use.

Q. How would you rate China's ability to repay credits
advanced?

A. China's prospects are better than they would be were
Chiang still in control. Peking has had its troubles,
but it will not go bankrupt because the new China is
better than the old.

Q. Would you recommend that Japan have diplomatic rela-
tions only with Peking even if you knew that the Nation-
alists would cut off trade?

A, I realize that trade with the Nationalists has been
bigger than trade with the mainland, but Taiwan would
have a choice, it need not cut off trade.

Q. How about a two-China policy to save the Formosa
trade?

A. That would not be necessarily wiser. From an econ-
omic point of view it might be better to have relations
wlth both, but this might be impossible politically.

Q. Which China will give Japan more trouble over a
two~China policy?
A, Nationalist China.

Q. Do you think the United States could persuade Chiang
to agree to a two-China policy?

A, Chiang would have no choice but to comply, but the
United States is not going to do it. It will be better
for Japan to recognize only Communist China, but 'work
for the opportunity for the Formosans to decide their
own fufure.

Q. You mean through a free election?
A. Yes, through the United Nations would be one way
to do it,
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&. When the SOHYO representatives went to the Con-
ference Against Atomic and Hydrogen Bombs, did they
support Mr. Eda against the Chinese delegates?

A. Yes. SOHYO is against the imperialism of the
United States, but that is not the main interest of
SOHYO. The main issue is the struggle against mono-
polistic capitalists in Japan. This is the same as
I told Robert Kennedy.

A final sample of JSP views comes from a graduate student at
Tokyo University, a former national officer in the Zengakuren (All-
Japan Federation of Student Government) who was expelled from the
Japanese Communist Party in 1958 for criticising Stalinism and who
now supports the Eda reform movement within the JSP:

Q. In view of all the harm done by Japan in China
during World War II and before, why does the JSP assume
that the Chinese Communists are friendly toward Japan?
A. It is hard to explain, but perhaps the guilt feel-
ings among Japanese for these bad actions give rise to
an expectation of forgiveness. There is more concrete
evidence too: (1) Chou En-lai in a speech said that
China would not ask for reparations; (2) treatment of
Japanese prisoners-~of-war by the Chinese was better
than that of the Russians; (3) the Chinese Communist
army was well-disciplined whereas Chiang's army was
brutal and ill-disciplined; and (4) the CCP has put

up Japan-Chlna peace monuments in various places in
Communist China.

Q. What is the political orientation of students at
Tokyo University?
A. From 1948 to 1958 the Zengakuren was in the con-
trol of the Japanese Communist Party but after the
"Japanese Poznan'" of June 1, 1958 when the Zengakuren
passed a number of resolutions complaining of undem-
ocratic processes in the JCP, the leadership has been
in the hands of a coalition of independent radical
groups. The May 1962 elections at Tokyo University
for Junior Class President showed how things are now
going. Three thousand votes were cast for five can-
didates put up by five radical groups. The election
was won by the son of Saburo Eda (the JSP Secretary-
General), the candidate of the Socialist Student League,
a classical Leninist group, with 1000 votes (approxi-
mately). The second man, from the Socialist Youth
League, the youth branch of the JSP, got 800 votes.
The third high, from the Revolutionary Communist
League, a Trotskyite outfit, received 560 votes. Num-
ber four, from the Structural Reform Faction, made up
of former JCP members who now admire Italian CP leader,
Togliatti, got 450 votes. ILast was the JCP candidate
with 190 votes, the least in history on the Tokyo
University campus.
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5. The Democratic Socialist position - In the fall of 1959
a group of right-wing socialists separated from the Japan Socialist
Party and formed the Democratic Socialist Party (DSP). According
to DSP leaders today, the JSP and the JCP have the same world out-
look and the same Marxian insistence upon permanent revolution, but
the JSP is more dangerous in Japan because it pretends to be demo-
cratic; hence the split-off of the DSP. The D3P is supported by
ZENRO, the All-Japan Trade Union Congress of about 1 million members
(growing faster than SOHYO) and by small businessmen and shopkeepers.
It needs better organization and less concentration on senior per-
sonalities. The Party lost 5 of its 16 seats in the House of Coun-
cillors in the July 1962 elections and polled only 7.3% of the pre-
fectural vote. It may be that fragile Japanese democracy is not
ready yet for middle-of-the-road parties. Perhaps the samural
spirit of do-or-die and all-or-nothing persists enough to weaken
attempts at compromise between the "ins" and the "outs".

The JSP says that Communist China should be recognized and
should have Formosa. The DSP, on the contrary, deliberately avolds
any pat solution regarding Formosa. It wants Communist China given
a seat in the United Nations. The U.N. should decide Formosa's fate;
a separate seat is a possibility. The Nationalist Government might
be guaranteed on Formosa by the U.N. for ten years and then a pleb-
iscite might be held so that the Formosan people could have a free
choice. A referendum for the island-born is essential in any solu-
tion. The DSP also dilsagrees with the JSP that@new peace treaty
with Communist China 1s necessary once Japan recognizes the Peking
Government. In ofther respects the DSP and JSP China policies are
similar.

Several responses of a senior leader of ZENRO indicate the
moderation of Democratic Socialist Party attitudes and show them to
be close to the views of the Liberal-Democratic Party center:

Q. What would be some of the consequences for ZENRO
unions if Communist China were recognized?

A. The unions would play a big role in combatting
the JCP., For the past two years 1300 leaders of all
the labor unions in Japan have been 1lnvited to go to
the Soviet Union. Mainland China would do the same
thing, once recognized. Unless union members become
better indoctrinated they could easily be influenced.
Unions throughout Aslia need to organize to counter
Communism; for example, the International Confedera-
tion of Free Trade Unions is too weak in the Far East.

Q. If the DSP would recognize Peking, what would it

do about Nationalist China?

A. That is a practical question, to be distinguished
from the matter of U.N, membership. The United King-
dom recognizes Communist China; yet it gets along all
right wlth Formosa. The real problem is to persuade
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Chiang to let the mainland alone and make Formosa
independent. The United States and other free
countries must persuade Chilang to do do this. No
doubt there is disagreement among Chiang's followers
about the two-China idea. Outside countries can
assure those who favor the two-China idea that they
will not be deserted when Communist China is recog-
nized too. Japan can play a role here because of its
trade, which is important to Formosa, and because many
Formosans were educated in Japan. Japan and the
United States should cooperate on such a program of
persuasion of Chiang.

Q. Do you agree with JSP optimism concerning trade
with the mainland? )

A, The JSP overestimates the necessity of trade with
Communist China because the JSP has Communists con-
cealed within it. Trade with the mainland should be
increased, but gradually so as not to scare the
Nationalists and cause them to cut off trade between
Japan and Formosa.

6. The Sokagakkai - A relligious organization practicing the
teachings of Nichiren Shoshu, '"the Supreme Buddhism,'" the Sokagakkai
has gone into politics in the last few years and has had remarkable
success in getting votes among the uneducated poor. Its tenets are
humanitarian and pacifist. Its members, organized in ways similar
to Communists, are ardent proselytizers and they vote as a bloc. 1In
the July 1, 1962 elections for the House of Councillors they added
nine candidates to their six incumbents and now have the third high-
est party total in that body. Their domestic and foreign policies
are extremely vague. Thelr foreign policy platform lists four items:
(1) Establishment of good trade relations with Communist China, (2)
Recovery of Okinawa, (3) Return of Northern Territories, and (&) Pro-
motion of Emigration Policy. In two hours discussion with four of
thelr leaders in the House of Councillors I was able to get some am-
plification of their thinking about China. The Sokagakkai is anti-
Communist but 1its legislators favor diplomatic, trade and cultural
relations with both Communist and Nationalist China. The latter is
believed to be more friendly to Japan. Chlang should not use force
to. recover the mainland, where an internal breakdown is believed by
Sokagakkal to be likely. Both Chinas should be represented in the
United Nations. The Sokagakkai should work to persuade the peoples
of both blocs in the world to stop hating each other. This can be
done 1f both sides will keep in mind the obJjective of serving the
happiness of all the people of the world. This is the "great prin-
ciple of the universe." Beyond this point the argument seemed to me
be be circular. It d4id not, certainly, become any more specific as to
China policy.

T. The pull of the United States and the push of Communist
China - Enough has been said above about the way various categories
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of persons in Japan think about the question of China, and why they
do, to warrant the conclusion that the present balance of forces will
continue to erode support for the present policy of the United States.
Looking at the linternal political situation 1n Japan alone, there is
little reason to change the prediction. What i1f there is a big
change 1in the attltude or the power of Communist China; will that
make any difference to Japan? Not much; Japan desires official rela-
tions with China for reasons which, for the most part, make the char-
acter of the governing regime there irrelevant. The answer is not
the same with regard to a change in the amount of influence which the
United States can exert on Japan. The United States has been hold-
ing Japan back from recognition of Peking. To the extent that ten-
sion on the brake is relaxed, Japan will move toward official rela-
tions.

Not all of the Japanese rationale is easy to understand. One
has no trouble appreciating the argument that one can not begin to
persuade the CCP that it is mistaken in its policies untll one starts
to talk with them. Similarly, the contention that contact between
peoples is bound to undermine the control of the CCP is familiar.
When it comes to believing in Chinese Communist Government promises,
or relying upon unenforceable contract agreements, however, Japanese
judgment seems more open to question. For instance, in a conversa-
tion with a conservative Japanese businessman he mentioned his will-
ingness to sell, and Chinese interest in buying, a new plant to pro-
duce chemical fibers for making textiles. I asked whether it was not
against Japanese interest to sell such know-how and equipment to Com-
munist China and thus enable it to compete with the same Japanese
products in Asian markets. The answer was that a clause would be put
in the contract whereby China would agree not to use the new plant to
compete with Japan outside China. Enforceable? No, but this business-
man was willing to take the chance that fthe Chinese would live up to
thelr word.

In the United States the government party is opposed to a
change in China policy and the oppesition party 1s even more opposed.
In Japan the government party is lukewarm about its China policy and
the opposition is strongly against it. Any statement made by a
United States govermment representative on China is immedlately
attacked by the JCP, JSP and the DSP, at least, as both wrong on the
merits and also an unwarranted interference in Japan's affairs.

Even private American efforts in Japan may get into trouble
if they touch the controversial China area. The Ford Foundation and
the Asia Foundation thought it would be a good idea to assist some
Japanese institution to expand its studies on contemporary China.
After extensive conversations with scholars in various institutions,
it was agreed that the Toyo Bunko (Oriental Library) in Tokyo would
accept the responsibility and that the foundations would put up the
money for research professorships, a new library and seminar facil-
ities and funds for publications and conferences. The scholars who
were to direct the work were middle-of~-the-road politically but not
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actlive in politics. Unfortunately the Ford Foundation in New York
issued a press release in April 1962 which linked the Toyo Bunko grant
with another grant to the Academia Sinica in Formosa and expressed
the hope that the results of new research on contemporary China would
have some value for United States foreign policy. That was enough.
The main Chinese Communist newspaper in Hong Kong attacked the pro-
ject. The Japanese Communists immediately went on the offensive
using the same line: this was tainted money whose purpose was to tie
Japanese scholarship fo United States and Nationalist Chinese policies
in an "academic Northeast Asia Treaty Organization." Articles were
written, protest meetings were organized, and various forms of intim-
i1dation were practiced. A special reason for the fury of the storm
was the existence in Tokyo for the past 10 years of the Chinese Re-
search Institute, a well-subsidized Communist activity, which has had
a near-monopoly of influence on Japanese intellectuals with regard to
information on mainland China. The Toyo Bunko scholars stood their
ground, however, and the project is golng forward with some features
being delayed. Unless some new factor 1s introduced, it is expected
that the storm will blow over. Some lasting damage has been done.
The American educational foundations operating in Japan will have to
be very cautlous for a long time.

C. Economic relations

1. History of Japanese trade with mainland China - Before World
War II China was the second largest trading partner of Japan, next to
the United States. In 1920 China's share in Japan's exports was 26,6%
and in imports 17.7%. After 1938 due to the fact that Japan had con-
quered much of China, and because the rest of the world was stopping
trade with Japan, trade with China rose sharply. In 1939 China's
share in Japan's exports was 34.1% and in imports 16.6%. Trade with
Korea and Taiwan, Japan's colonlies, became very lmportant; the pre-
war average (193&-1936) indicating that 40% of Japan's trade was with
Korea, Taiwan, China and Hong Kong, and China's share was about 15%.

After World War II the forecast was that Japan would have a
hard time, having lost her colonies and China, suffering from war dam-
age, surrounded by low-income countries and having to import expensive
raw materials from far away. Not so. Japan's iron, steel and chemi-
cal industries expanded rapidly, national income increased 149.8%
between 1950 and 1960, and per capita income in 1960 was three times
the average of Aslian nations of the Far East. At the same time, Japan's
trade with China, Hong Kong, Taiwan and Korea accounted for only 9%
of total trade in 1960. The reasons for this remarkable recovery and
trade shift, briefly stated, were: (1) Imports declined as a percent-
age of natlonal income because reformed domestic agriculture became
more efficient and industry shifts meant lower dependency on import-
ed raw materlals (like cotton) and a higher ratio of value added by
domestlc processing; (2) Reductions in ocean freight rates permitted
importation of raw materials, including oll and lron ore, cheaply;

(3) Abundant, cheap, skilled labor in Japan and the liberal import
policies of highly developed countries enabled Japan to expand her
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exports rapidly; (4) Due to higher purchasing power, Japan's dom-
estic market expanded, bringing the ratio of total exports to nation-
al income down from a pre-war 22.4% to a post-war 12.4%; (5) The
unusual Japanese propensity to save provided bank funds for indus-
trial investment; and (6) The weakness of unions and the frugality

of owners resulted in low rates of personal consumption and permitted
relatively high rates of investment in modern plant equipment.

Post-war trade with China has been small, reaching a peak in
1956 of 2.7% of Japan's exports and 3.6% of imports, declining to
nearly nothing after the 1958 Nagasaki incident, and now starting
up again but still less than 2% of total trade. This trade up to
1958 was carried on pursuant to trade agreements, private on the
Japanese side (with the government looking over the shoulder) and
nominally private on the Chilnese side. Trade agreements were made
in 1952, 1953 and 1955. A fisheries agreement was made in 1955 and
extended in 1956. A fourth unofficial trade agreement was made in
1958, but was cancelled in May 1958 before it went into effect as a
result of an alleged Japanese insult. The pattern of exchanging manu-
factured industrial products for China's agricultural and mineral
products continued after the war, but Japan's export of finished con-
sumer goods has dropped off relative to fertilizers, steel and mach-
inery.

The 1958 trade agreement included a larger barter of Japanese
steel products for coal and iron ore. It also promised that Japan
would allow the Communist trade mission in Japan to raise its flag
and to have certain protection for its records and activities akin
to consular privileges. The Nationalist Chinese Government threat-
ened to cut off all its trade if the agreement were carried into
effect. The Kishi Government, then facing an election, yielded and
repudiated the foregoing political concessions. In May 1958 a Jap-
anese youth ripped the Chinese Communist flag down from a wall behind
a commercial exhibit in Nagasaki. Peking immediately cancelled the
whole trade agreement, giving Japanese iron foundries a brief emer-
gency because they had counted on lmports of coal and lron ore. In
further retaliation the Chinese did not renew the fisheries agreement
when it expired in June 1958 and miscellaneous trade with Japanese
companies was halted. In August 1958 the CCP passed the word to
visliting Japanese Socialist Party members in Peking that trade would
not be resumed except in accord with three political principles: (1)
that Japan not take a hostile attitude toward China; (2) that Japan
not take part in "intrigues for creating two Chinas;" (3) that Japan
not hamper normalization of Sino-Japanese relations (meaning cultural
relations).

Trade in 1960 reached bottom, China's share in Japan's exports
being .07% and in imports .5%. In 1959 the Chinese first began to
relax their position by permitting the export to Japan of "special
consideration" items, such as lacquer, for which there was regional
demand in Japan, or highly prized foods, such as water chestnuts, or
supplies to hard-hit industries, such as tung oil. SOHYO, the leftist
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Japanese trade union, acted as broker between Chinese seller and
Japanese buyer and collected a fee. Japanese buyers had to join
Japan-China friendship societies. In late 1960 Kazuo Suzuki, a
leftist who had helped organize a Japan-China Trade Promotion Asso-
ciation, had an audience with Chou En-lai who enunciated three trade
principles under which China would be willing to do business: (1)
Peking desires a government-to-government trade agreement, but pend-
ing conclusion of such an agreement, (2) it is willing to continue
"special consideration" trade, and (3) it will allow trade only
through firms considered "friendly" to China. These are the '"three
economic principles" to go along with the "three political principles"
laid down by Peking in 1958, and the two sets are said by Peking to
be inseparable.

"Friendly firms" are so designated by the International Trade
Promotion Committee of Communist China upon the recommendation of
the Sino-Japanese Trade Promotion Association and the Japan-China
Friendship Association. Applicants must pay a small fee which is
divided among the associations, the Japanese Communist Party and
other organizations helpful to Communist China. About 40 "friendly
firms" were designated at first, but the number had grown to 168 by
October 6, 1962, according to the Japan Times. It is well-known to
all that many "friendly firms'" are dummies for companies which prefer
not to offend directly interests which they care about in the United
States or Nationalist China. "Friendly firms" must allow a member of
the Japanese Communist Party to join them, at least in a minor or
nominal capacity, but this appears not to have interfered with busi-
ness. Dummies are often ill-disguised sections of large corporations.
Chiang K'ai-shek has not threatened any embargo on account of these
subterfuges. '"Friendly firms" include, by dummy or directly, the
major trading firms of Japan: Mitsui Bussan, Mitsubishi Shoji, Maru-
beni-Iida Co., C. Itoh Co., Nichimen Jitsugyo, Sumitomo Shoji, Toyo
Menka, and so on. Some Japanese government officials believe that
it is insulting to use dummies but face is saved all around. The
contracts for goods are made at the semi-annual Canton Trade Fairs
in the spring and fall. With 168 firms from Japan showing up to do
business with the government-controlled Chinese enterprises, the Jap-
anese do some bidding against each other. The Ikeda Government would
like to narrow this bargaining to one channel.

Under this "friendly firm" formula trade with mainland China
has risen rapidly since 1960. In 1961 Japan's exports were $16.6 mil-
lion and imports from China were $30.8 million. In 1962 for only
the first half of the year such exports were $24.9 million and im-
ports were $23.9 million. Thus trade values will probably approxi-
mate in 1962 the previous peak of 1956 even if no acceleration results
from the special Matsumura and Takasakl missions.

2. The Matsumura mission - Kenzo Matsumura is a senior leader
of the government Liberal-Democratic Party and more politician than
businessman. He is not a member of Ikeda's faction. In 1959 after
the failure of the fourth collective private trade agreement with
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Communist China Mr. Matsumura went to Peking to see what could be
done. He met a stone wall. The statements of CCP officials were
offensive to the Kishi Government then in office and the CCP was do-
ing everything it could in Japan to topple the Kishi Cabinet. During
the Conference Against Atomic and Hydrogen Bombs in August 1962 Mr.
Matsumura sent word to the Chinese delegates that he would be will-
ing to go to Peking again. An invitation from Chou En-lai was forth-
coming. Three meetings were held in September between Matsumura and
Chou lasting a total of ten hours. Liao Chen-chih, chairman of the
Chinese Afro-Asian Solidarity Committee assisted. After the sessions
on September 1b, L7 and 19 no formal statement was issued, but For-
eign Minister Chen Yi gave an interview to Japanese correspondents
accompanying Matsumura, from which the following excerpts were quot-
ed by the Mainichi reporter:

According to the Chinese side's way of thinking,
I believe the main political obstacle which has been
blocking normalization of diplomatic relations between
the two countries is that the successive Cablinets have
been subservient to the U.S., participated in the plot
to establish two Chinas, and regarded China as an
enemy. Mr., Matsumura says that this situation can
be gradually rectified under the "step-by-step accumu-
lation” formula for economics. We also agree to this
view, and we are considering a gradual advance formula.
Private trade between the two countries can be ex-
panded through the adoption of the accumulation formula
for economics. Friendship between the two countries
can also be restored through a political accumulation
formula.

PN I 2 e N W I W KN

U.S.-China relations cannot be improved because
the U.S. has the plot to establish two Chlnas. It
is the U.S. and not China which is to blame for this.
However, we have a different opinion toward Japan.
Our relations with Japan should be such as to enable the
two countries to co-exist on a friendly basis. Our
view toward the matter is not so rigid as to say that
we will have no interchange with Japan unless Japan
Immediately severs its connection with Chiang. This
is because we know well about the circumstances that
it is difficult for Japan to sever its connection with
Chiang immediately. We, therefore, are hoping to accom-
plish our aim under the gradual advance formula. How-
ever, since we cannot consent to the Japanese Govern-
ment's attitude, there is no need to have diplomatic
relations with Japan right now.

Mr. Matsumura amplified this report when he got back to Tokyo
on September 25. Mainichi carried the following summary:
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Matsumura met the press in the lobby of the
airport and made the following statement: (1) Unlike
the case of his visit to Communist China three years
ago, the two sides were able to reach mutual under-
standing. He thinks that this opens a road between
the two countries and that concrete matters will be
decided on the occasion of Takasaki's visit to Com-
munist China. (2) Problems concerning the extension
of air lines, postal services and meteorological
observation were not setftled, but he considers it
possible to settle the problem of establishing ship
service. (3) In regard to the problem of establish-
ing a new liaison organ between the two countries and
to be managed by Liao Cheng-chih and Matsumura, the
discussion did not develop to that extent.

The Japanese press hailed these results of the Matsumura
mission as steps "toward breaking the present deadlock in Sino-Jap-
anese relations" and as "setting the stage for expansion of Sino-
Japanese trade." No one with whom I talked, including those few who
opposed the trend, drew a different conclusion.

3. The Takasaki mission - Tatsunosuke Takasaki once worked in
a fish cannery in San Diego and was also formerly in the Japanese
Cabinet as chief of the Ministry of International Trade and Industry.
He was active in the Manchurian steel industry and is now in both the
fishing and canning businesses, His views, quoted earlier, suggest
that he puts on rose-colored glasses when looking at problems of trade
with China. He is certainly not pro-Communist,

Between September 25, when Matsumura returned, and October 26,
when Takasaki's mission departed for Peking, a series of meetings and
consultations took place between Takasakl and other members of the
LDP and between Takasakil and the chief's of the ministries of Forelgn
Affairs, International Trade and Industry, Finance and Economic Plan-
ning. The govermment ministers also had their own meetings. Ikeda
said on October 6 that it would take five or six years for Sino-
Japanese trade to reach the scale of trade with Nationalist China and
that people should not dream of the past; but on October 11 he told
Matsumura that he merely meant to say that too much can not be ex-
pected. Dailly reports and speculations on the subject appeared in
the press.

The two main issues seemed to be credit and the question of
selling ammonium sulphate fertilizer. Regarding credit, the questions
were how much to give and on what items. In favor of credit were the
facts that the European traders with China had extended some and that
in its present economic difficulties China could not buy much without
receiving credit. Against credit were the fact that Japan had been
unable to comply wilth all the reguests of Taiwan and other Southeast
Asian countries for credit and the argument that giving credit was
aid,not trade. The ammonium sulphate problem revolved around Nation-
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alist China's rumored threat to cancel its purchases of 300,000 tons
a year of ammonium sulphate 1f Japan exported even one ton to Commun-
ist China and the opposing fact of Nationalist China's heavy depend-
ence upon trade with Japan.

The Ikeda Government's problem was summed up editorially by
the Japan Times (which ordinarily gives the Government line):

Both the Matsumura and Takasaki missions must be
labeled "private," that is to say they have no offi-
cial status, but this does not mean to say that they
have no connection with the Government. The latter's
position is a highly delicate one. While it does
not wish to upset the present over-all pattern of the
nation's trade, it cannot refuse to listen to those
sections of the nation which feel that trade with
China could, and should, be considerably enlarged.
The Government, moreover, as in duty bound, is eager
to increase the over-all volume of Japan's foreign
trade, and 1f arrangements can be made with Peiping
by Japanese businessmen to do more trade with the
Chinese mainland it cannot stand in the way so long
as this country suffers no political or other injury.
veee It must not give offense to the United States,
Japan's largest trading partner, nor to the Nation-
alist Chinese Government in Taiwan with which terri-
tory Japan at present does a trade of a total value
of $130 million a year.

With an eye both to Japan-Communist China trade and to the
progress in the Japan-Republic of ‘Korea talks (which may result in
Japan paying at least $300 million to Korea) the Ikeda Government
decided on October 11 to extend to Nationalist China a $10 million
loan in yen to be repaid over 10 years for capital equipment from
Japan for the construction of a dam, power station, shipbuilding
yard, sugar mill and a city gas supply system. The Government also
decided to extend deferred payment arrangements of from 12 to 13
years to Nationalist China to help import from Japan materials neces-
sary for the construction of the dam and the other installations.

The final Government position on Takasaki's terms of reference
was adopted at a Cabinet meeting on October 16. Some decisions were
definite; some were masterfully ambiguous as announced. The Govern-
ment will apply the same trading principles to Communist China that
Western Europe 1s currently applying. The Government will support
Takasaki's plan to expand trade with an over-all barter formula over
a five-year period. dJapanese imports and exports will be controlled
80 as not to leave an imbalance at the end of five years; but if sales
exceed purchases in any year the Government will approve application
of deferred payment terms for the Chinese excess purchases. In re-
gard to the applicability of specific trade items and the extent of
credit, a case-by-case study will be made comparing the practices now
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established between Communist China and West European countries.

The major export items are expected to be chemical fertilizers, agri-
cultural chemicals, steel products, chemical fabric weaving plants
and farm implements. The principal imports will be soybeans, coking
coal, iron ore, salt and corn.

In announcing the foregoing policy the Government probably
purposely left unclear whether credit will be given on a case-by-
case basis depending on the commodity or whether credit will make
up any year-end sale-purchase deficit. What about ammonium sulphate?
On October 23, according to press reports, the Government decided to
use its good offices to persuade reluctant ammonium sulphate industry
representatives to depart with Takasaki and the Foreign Ministry made
a request to the Government of the Republic of China not to cancel
its purchase contracts for ammonium sulphate even 1f Japan exports
that commodity to Communist China.

The 40 persons who left with Mr. Takasaki for Peking included
representatives of companies concerned with machinery, ammonium sul-
phate and ammonium chloride fertilizers, textiles, fisheries, agri-
cultural chemicals, oils and fats, iron and steel and banking. Many
were company presidents, managing directors and executive directors.
They were not, however, from the largest concerns in each field. They
were presumably each chosen by their respective industry associations
and were acceptable to Mr, Takasaki and to the government, They were
of a policy-making level of responsibility, but this mission is of
such political and economic significance that frequent checking with
Tokyo will be necessary.

4, Trade prospects - Takasaki was not expected to return to
Japan from Peking untlil well after my departure from Japan. Not to
be able to report the results of his mission is like belng obliged
to omit the last chapter of a detective story. In estimating the
future of Japan-Communist China trade, therefore, I can not do much
more than 1list some things to think about.

The Japanese feel that their 30% trade with the United States
1s abnormally good, and they are frightened that they might lose it.
They worry about United States motives with respect to the Common
Market and the new Trade Expansion Act, but they have the comforting
fact in mind that Japanese exports to the United States in the first
half of 1962 rose by 41% over the same for the first half of 1961.
Trade with the Communist bloc as a whole is thought of as a kind of
a bonus; good if it comes, but do not count on it. Trade with main-
land China, however, brings into play the emotional and historical
factors mentioned earlier., United States disapproval 1s one of the
main limits. It is well to remember here that Japanese businessmen
do not care as much about their political ties with the United States
as we might think they do. They are inclined to sell and buy where
the profits are best, and ideological questions come much later.
Moreover, the general Japanese public and press do not feel and res-
pond to United States business leverage and government suggestions
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as much as Japanese business and government circles do. Only the
United States portion of Japanese trade is expanding significantly,
and they do not know how long that can last, so the Japanese in-
evitably are tempted to think that more trade with the Communist
world may be the way to fulfill their absolute requirement of con-
tinuously expanding trade. Since the United Kingdom has 6% of its
trade with the Communist bloc, whereas Japan has only 3%, the Japan-
ese think that the United States should be tolerant of the Takasaki
mission.

How long will the favorable conditions continue which made
possible Japan's remarkable post-war recovery in spite of a decline
in its trade with neighboring countries? There are already signs of
a shift from a low-~income, under-employment economy to a high-income,
full-employment one, and this means that Japan's cheap labor advant-
age will gradually diminish. Competition is now being experienced
from India in textiles and rubber shoes and from Hong Kong in (of all
things) transistor radios.

In relation to Japan, Communist China should be thouglt of as
an underdeveloped country. Economlic history suggests that Japan's
trade with Communist China will go through three phases: (1) import-
ing raw materials, (2) competing with China in third areas in cheap
industrial goods, and (3) buying light industrial products from China
in return for the sale of heavy, complex industrial items. Right now
the barter of China's raw materials for Japan's basic industrial pro-
ducts is all that is possible, and the chief economic limits are
Japan's needs for such raw materials and its abllity to offer credit.
China's foreign exchange balance is drawn down to maybe $300 million,
of which perhaps $150 million will be used annually to buy food grains
and be balanced off against an equal amount of foreign exchange which
China should be able to earn in its own trade. Communist China's
basic principle has been to keep a balanced trade with each trading
partner. In deciding how much credit to extend, then, Japan should
lay heavy stress on its estimate of how much China can earn in its
trade with Japan and largely neglect China's earning prospects else-
where.

There are still other questions to be considered in estimating
the possible extent of Sino-Japanese trade: (1) the international
political uncertainties, (2) the ability of Japan's social structure
to withstand subversive efforts from the mainland, (3) the rapidity
with which Japan achieves a better distribution of income (4? the
possibility of a serious economic depression in Japan, (55 trade
competition from China in products with high labor content, and (6)
the relative rates of growth of China's economy and population.

Juggling these many considerations and the impressions of a
short visit, I conclude that trade with the mainland will grow slowly
for several years and that the farther ahead one projects, the more
important trade with Communist China will be for Japan. Whether the
percentage of Japan's trade with China will ever get back to the pre-
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war level is doubtful because no orthodox Communist country trades
with the capitalist world any more than it has to.

5. Japan's trade with Nationalist China - This trade is much
more important to Nationalist China than to Japan. It has been stable,
with Japan running a large favorable balance which Formosa would like
to have put in balance through Japanese investment and lowering of
some restrictions on Formosan exports. Most of Formosa's exports to
Japan ($67.7 million in 1961) are foodstuffs, such as crude sugar,
salt, bananas and canned pineapple; its imports ($96.3 million in
19613 are iron and steel products, machinery, ships, rolling stock,
textiles and marine products. Formosa's exports to Japan might, of
course, be increased if its economy were shifted to maximize develop-
ment instead of being maintained on a war footing.

6. United States pressure against Sino-Japanese trade - What
pressure? Little is visible. ILittle is necessary. The American
attitude on anything connected with Communist China is so well-known
that no official needs to mention it often. Japan's dependence upon
the United States 1is so obvious to Japanese as to be part of their
thought habits. Reaction of businessmen here to a request for exam-
ples of pressure is, first, puzzlement and, second, slight irritation
- why rub it in?

Harriman's speech of September 26 in Washington, which included
a very mild reference to the possiblility of Communist countries using
trade for political purposes, and Ambassador Reischauver's brief aside
along the same line during an October 17 speech to the Foreign Corres-
pondents Club of Japan were the only public, official pronouncements
that I noticed. Privately, Embassy officers in their talks with
Japanese officials stress the fact that Japan will have less to lend
to the free underdeveloped countries in Asia if it extends credit to
Communist China. ILocal American businessmen are asked to express
critical interest in the Takasaki mission. On the other hand, Japan-
ese businessmen who have come to fThe Embassy asking whether, if they
go on the Takasaki mission to Peking, they will later be refused a
visa to go to the United States, have been assured that this will not
be held against them.

D. Cultural Relations with Mainland China

1. Personal attitudes -~ I feel unsure of the ground here. Most
Japanese say that they like Chinese., Have they met any lately from
the mainland? No. Nevertheless, the attitude of favorable predis-
position is prevalent. It is no doubt well-founded, for older Japan-
ese, upon previous military experience in Shantung Province, or work
in a steel mill in Manchuria or memory of a mistress in Shanghai.

For younger Japanese, lideological sympathy is mixed with what they
learned in school about the cultural origins of Japan and about Japan-
ese history. Intellectuals have admired the Chinese Communist leader-
ship for their use of intellectuals in the program of the regime, in
contrast to the situation in Japan where intellectuals have felt left
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out of important contributions to the running of the country. During
recent months, however, the clashes between the Chinese Communist
Party and the Japan Socialist Party (most intellectuals being adher-
ents of the JSP) have raised a few doubts in the minds of these intel-
lectuals.

2, Exchanges of persons and other contacts - In 1961 China
allowed 87 persons to come to Japan in 12 groups, a youth delegation,
the People's Relief Society, journalists, delegates to the Atomic
and Hydrogeyp Bomb Conference, etc, Japan allowed 507 persons to go
to China in 81 groups. The Chinese invited mostly convinced sympa-
thizers who could be counted on to pass the good word on their return.
There has been no normal tourist travel between the two countries.
These figures may be compared with the corresponding totals for ex-
changes between Japan and the Soviet Union during 1961. Tourists go
back and forth, the Russians in organized groups, of course. 1303
went to the Soviet Union and 763 came to Japan.

Radio Peking broadcasts 44 hours daily in Japanese. Japan
broadcasts 3 hours daily to Southeast Asia in appropriate languages,
including some broadcasts in Chinese.

Peking's main propaganda magazine is delivered in Japan at the
rate of about 120,000 copies per year. Japan has no publications
propaganda effort in China. Moscow's propaganda magazine 1s delivered
in Japan-about 960,000 copies. Communist China is handicapped at
present by a shortage of paper, but its publications are much more
effective because their content and style are more appealing to the
Japanese; a proof of cultural affinity, no doubt. China has publish-
ers in Japan which turn out books and pamphlets for it exclusively,
but in addition many big publishers here who are not leftists never-
theless put out things of benefit to China, partly so as to be con-
sidered a balancedhouse and partly to earn the profits which come
from the substantial sales of publications having the sponsorship of
a Japan-China Friendship Society.

Moscow sends many more performers and other cultural attractions
to Japan than Peking. The arrival of a pingpong team from Peking in
October was the only such attraction which I saw reported in the press.

Japan's Diet Library has an agreement with one of the large
libraries in Peking for the exchange of about one hundred periodicals
and technical journals and several hundred books, on request, annual-
ly. Some individual Japanese scholars have worked out arrangements
with Chinese scholars in the same field to exchange materials.

% % * * % %
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