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"International Financial Situation"

with particular reference to oil dollar recycling

Ladies and Gentlemen:

It is my great honor and pleasure to be invited to this
gathering of distinguished members and to talk on a subject~-
matter which is of so much interest to alllof us—;the inter-
national financial situation, and particularly the problem
which is most on our minds--the problem of oil dollar recycling.
I know there has been a very strong general interest in this
problem ever since the creation of the Trilateral Commission.
Today, I am happy to be in a position to address you with a much

brighter feeling compared with a year ago.

Let me first make a retrospect of the recent year and a half.
The quadrupuling of the price of oil in the 4th quarter of 1973
brought with it sweeping cﬁanges in the balance of payments of
many countries and in the international financial situation of
the world. Just about one year ago in the middle of 1974, the

general feeling in the western world was extremely depressed and



pessimistic, because the oil-importing industrialized countries
believed their increase in expenditures on oil imports would
amount to additional foréign exchange payments of more than $50
billions per year and the non-oil-producing developing countries
also seemed to face a similar more than $10 blllions, whereas
the oil-exporting éountries did not seem to have any definite
idea as to how to dispose of this new annual revenue increment

of more than $60 billions.

Here emerged more or less naturally and automatically the
term '"recycling of oil dollars" which was considered to be of
utmost importance for maintaining the international financial
equilibrium or more correctly the balance of the world economy.
Recycliﬁg, however, is and must be always possible in the sense
that, in the aggregate, the surpluses of oil exporting countries
must be equivalent tolthe oil;import4induced current account
deficits of the rest of the worLd; But for individual oil
importing countries, whether industrialized or developing, there
can be no assurance that capital imports would be available to

meet deficits due to oil imports. This aspect makes the recycling



problem somewhat confusing from the beginning.

One thing seemed to be, however, very clear to us all that
the U.S. dollar should become relatively strong, because the
United States was relatively less dependent on energy abroad,
in sharp contrast with countries like Japan, which was more than
85 per cent dependent on imported energy. Accgrdingly it was
generally believed fhat such countries 1ike.Japan affected most
seriously would see a progressive weakening of their currencies.
With prospects of a strong dollar,lthe necessity of the long
diécussed.international monetary reform was apparently deferred
and lost. This reform, it must be remembered, originally was-in
fact based on the assumption of a comparatively weak, overhanging
dollar which needed to be consolidated by one wdy or another;into

SDR's to be issued specially for such purpose.

Against this background the international monetary reform
came to be shelved by the C-20 on June l4th of last year when it
returned its ''Final Report'. Ominous predictions were made by

many authoritative sources including the World Bank about how huge



the o0il exporters' financial accumulations would become by 1980
or 1985. In retrospect it may have been a little bit too simple
a kind of extrapolation, because they,dia not take adequate
account of the possibilities of demand for oil falling off due

to the quadrupled price of oil or the very natural tendency for
expenditufes to rise very rapidly when incomes significantly
increase. Many people in the western world were éimply concerned
and upset by these huge figures of-impending bélance of payment
deficits they seemed to be pbliéed to face in the very near
future. This commission's enhaﬁced special interest in the

problem, I believe, also, originated here.

In September 1974 at the International Monetary Fund Annual
Meeting,.the Final Report of C—20,'was officially approved, in
effect shelving the monetary reform which formed parf I of the
report while adopting for action the immediate steps to be taken
comprising its part II. The standard!basket-ﬁaluation of the
SDR using 16 currencies' weighted average was authorized at that

time as an interim measure, It was no wonder that the Annual

Meeting of 1974 looked more like a meeting for the recycling of
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oildollars. Everybody talked about the neceséity of having
some mechanism for "recycling'. This mechanism would be official
and multilateral designed to assist those countries who could not

help themselves fully in the private markets.

Recycling through the market, héweVer,was already by then
actually materializing, but it apparently was inadequate and
perhaps difficﬁl; to expand so much as to be.sufficieqtly helpful
to the weaker and less cfeditworthy countries. This was particu-
larly so in view of thé uncertainties iq the international
Amonetary and financial markets after the collapse of a number of
banks and credit institution's in some Western countries due in
part to their speculations in foreign exchange and in the light
of the generally recognized vulnerability of the overexpanded

Euro-dollar market.

In January of this year, we saw in Washington agreements
born from the official recycling discussions and negotiations
initiated in 1974. First, the OECD safefy—net and second, the

énlarged IMF oil—facility.‘ Both were sure to take some time to
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be implemented, in addition fo beiﬁg apparently insufficient,
but it at least helped teo calm down the extreme uneasiness
prevailing in the international monetafy and financial markets
at that timé, because the former meant the establishment of a
last resort of international liQuidity for OECD member countries
and the latter, though small in size, was also meaningful for

developing countries affected by the oil erisis.

In January, however,‘we also heard unexpectedly voices of
a change in the prospects of recycling and oil-exporters' financial
accumulations. The change, which came much’sooner than antici-
pated by anybody last year, was first analyzed and forecast by the
Morgan Guaranty Trust Company in their January bulletin and by
Mr. Chenery, Vice President of the World Bank also in January's
- "Foreign Affairs'. The more or less same tone of analysis and
forecasts were successively reported by many sources in many
countries all over the world including Mr. Willet of-U.S. Treasury,
Dr. Emminger of the Bundesbank, and Mr. Fried of Brookings
Institution. Naturally there remains a wide range in thése

optimistic forecasts.



I do not think it necessary now for me to repeat any detailed
report about this change in prbspects. In short, recycling had
beén occurring mainly through the privafe cﬁannels more smoothly
than anticipated and more basically the’OPEC accumulation of
funds until now and in the future seemed to look much smaller
than was feared a year ago or even at the time of the 1aét IMF
Annual Meeting. This was due mainly to the largef'purchases and
investments by OPEC countfies both domestically as well as
internationally.  In others worAS, adjustments of the world's
external equilibrium abruptly dislocated due to the quadrupled
oil prices were being made and moreover supplemented by intér—

national financing called somewhat ambiguously "recycling" since

the beginning of oil crises.

In January and February, I myself visited seven Middlé East
countries as leader of a Jaﬁhnese financial Mission composed of
some 34 commercial Sankers and securities people, for the purpose
of just seeing the realiﬁy. I myself observed that the leaders
of the Middle East countries wére well awake to their responéi—

bility to their own countries as well as to the world economy at



large in view of their tremendous balance of payments surpluses,
obliging them to try to adjust quickly to -the new gituation
through their purchases of goods and sefvices for expediting
doﬁestic investment both in industry. and infrastructure and
through their 1opg—term external investments, Moreoveg I was
very much impressed by their very quick response. Indeed they
are very keen now to enlarge their economic and sbcial development
and to improve their people's standard of living. VFurthermore-
they also show interest in helping their neighbors and other
non-oil-producing developing countrieé, Arab as well as non-Arab.
Middle East countries' oil revenues form the major portion of
OPEC funds so that the impression I personally received from my
observations on the spot was to regard Morgan Guaranty's estimate
to foresée.OPEC funds peak out by 1978, even without a fall in
the price of oil, to be quite reasonable and well within reach.

I must stress, howevér, that this optimistic view depends on the
smooth'prbgress of the social and economic development of the

OPEC countries.

It is importanﬁ for oil producing countries, particularly

Middle East countries, which have 807 of the oil exports in the



world, to succeed‘in effective develdpment of their economics
through productive investments while their revenues are abundant,
on the prinéiple of a sound international division of labour, a
principle I beljeve still holds true, Otherwise the precious
resources which they are fortunately bestowed with would be
wastefully dissipated and not effectively used. 1 fear that
little would remain once when the oil resources wefe exhausted
unless good care 1s not taken to assure the development of viable
economies. Indeed I think they should resiét the temptation of
doing too much diversification of their economic Structure by

one stroke. It is therefore, not only the urgent probleﬁ for
Middle East countries, but also should‘be the serious concern

for the whole world to equip them with all necessary technique,
knowhow,.planning and management to assist them in their efforts
to achieve viable economies. All indﬁstrialized countries includ-
iﬁg Japan, I believe, should‘participate now in this global

development program.

In other words, cooperation, not confrontation, with the oil
producing countries, is the task before us 2ll now. In this

sense, I am very sorry to hear no successful results have come



out from the Paris preparatory conference in March of both oil
producing and o0il consuming countries. But I have not lost hope

for the future.

Above is a brighter aspect, at any rate of recent develop-
ments, ﬁowever, there are naturally the darker aspects. First,
the recession the world economy as a whole now faces has further
deepened in the latter half of 1974 due to restrictive policies
taken in the oil consuming major industrialized countries. ‘The
inflationary outburst witnessed in all countries after the oil
crisis has not yet been contained. I believe some improvement
can be seen in restraining demand-pull inflation but much remains
of costjpush inflation which presents a serious headache to almost
all countries. How to cope with this sfagflation or a combination
of economic stagnation and inflation is a matter of concern not
only to countries individualiy but to the entire world, pargiCular—
ly the industrialized world, which is now so intgrdependent and
moves more or less synchronized, as movements of goods, services

and capital have been substantially liberalized.

However there are wide differences among nations in their
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economic and social structﬁre, their labor conditions, their

order of priorities among major policy oﬁjectives. A chénge in
the policies pursued by one couhtry may cause a major change in
the circumstances or environment for the economies of other
countries.' I believe, nonetheless the ultimate economic aims of
stable developmeﬁt for each and‘every country should be compatible
and there cannot be any basic conflict among the.n;tions. What
we see today may be the unavoidable results of a rapid adjustment
to the abrupt change in the 611 price, accentuated by floating
rates which have permitted wider fluctuations of the world economy

than before.

Herein lies the need for all countries to have ample oppor-
tunities‘qf exchanging ideas in international forums Suchras the
OECD, on the official level, or this tripartite commission, at
the private level, with a vie; to trying to-regch some consensus
and take action to resolve the common problem of stagflation in
their national interest. I think we should bear in mind that in.
the long run the solution of a problem such as stagflation depends

on political decisions by individual countries based on inter-

national cooperation
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Second, the U.S. dollar, notwithstanding the earlier
expectations of many observers, seems to bg rather weakening at
present. Last year at one time we all‘héd in mind the formula
that an oil crisis meant a relaﬁively strong dollar due to dollars
being short and that meant the shelving of the reform of the
international monetéry system which was designed on the assumption
of an overhang of weak dollars., Now that the oil crisis has
changed its impact somewhat a "strong dollar' might be replaced
by somewhat '"weak dollar'. Moreover, the dollar sfandard of
today in reality tends to force the United States to finance in
dollars the balance of payment deficits of other oil cons;ming
countries, whether developed or developing. This is a problem
called, legitimately or illegitimately, the "liquidity dillemma"
which for many years has qxisted'and still remains unsolved with'
the international monetary reform sugpended indefinitely.

Moreovef even though it is an absolute necessity and there is

at present no alternative but‘to maintain a dollar standard, the
stability of the value of the dollar cannot necessarily be
expected under circumstaﬁces where the United States must still
be very keen in pursuing economic and social objectives other

than the stability of its currency's external value. We cannot,
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however, necessarily blame too much the United States for this
position, under her extremely difficult circﬁmétances called a
trilémma of a recession, inflation ,and an energy crisis.. The
United States may have little choice but to award lower priority
to her balance of payments problems and the stability of the
externai value of the U.S. dollar. This;however, amoungé to fhe
attitude of benign neglect, so often criticized by many Non- |

Americans in the past.

So I have come to the conclusion fhat this problem of the
U.S. dollar again requires the concerted study and action on the
part of the industrialized nation represented in this tripartite
commission. It is of course primarilyla matter of the United
States bﬁt it no longer can be her concern alone\buﬁ a matter of
- world economic policy and world ﬁonetary policy. I think it might
be appropriate to take up ag;in in this commission the study of
how to initiate and implement the international monetary reform

so obviously important today.

As a matter of fact, this monetary reform on which much

effort had been made was only shelved during the rainy days of
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the energy crisis and worldwide inflation, awaiting the arrival

of better sunny days.

In the meantime we havé seen the IMF oil facility and the
QECD saféty net, It must be remembered that they were originally
designed to meet the exigencieé of a shortage of liquidity to
finance so-called oil deficits of developed as well as developing
nations of the world. They may have been satisfactory for the

rainy days of an oil crisis and worldwide inflation.

But today the situation is improving and the world ecoﬁomy
so far as the oil pfoblem and inflation islconcerne& seems brighter.
The sunny'days may not be long off and I believe it is not too
soon to étart once again with our efforts towards an international

monetary reform.

In discussing the reform of the in#ernational monetary
system today it is'impbrtant to bear in mind, as I ‘earlier explained,
that we are likely to have to live with the dollar standard,‘at
any rate, in the present circumstances for some time to come. I

would therefore prefer initially at least to attempt some practical
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reforms to strengthen the present system rather than some
theoretical grand design to achieve a perfect global system as

was studied in Part I of the "Final Report" of C 20.

- In this connection I would wish to stress three points:
First, the importance to keep the external value of the

dollar stable and attractive for non-residents to hold and use.
This is particularly important today when OPEC countries do not
conceal their intention to avoid and ‘get away from the U.S. dollar
if its value continues to be unstable and to deteriorate., We
have recently seen some indications of changes or possible changes
in the thinking of OPEC countries regarding the dollaf. There is
talk of pricing oil in terms of SDR's or units of some currencies
other than the U.S. dollar. Indexation of oil prices to let them
- cope with the inflation and depreciation of the dollar is reported
to be under consideration. Some possibility of rejection by OPEC
countries of payment in dollérs has also been rumored. Many\
combinations of the above are conceivable; At aﬂy rate all such
moves awéy from the dollar may lead in the future to some disruption

and confusion to the international markets.
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Secondly, I wish to stress that, although maiﬁtenance of the
value of the dollar can only be implemented by efforts of the
United States hérself, despite her present difficﬁlt circumstances,
. the-other major industrialized countries must also try to share
in this responsibility more fully with the United States.
Particularly some countries in Western Europe and my country,
Japan, which are at present in more or less relatively favourable
situation economically should try to take on more of the burden
now resting practicdlly solely on the United States -to maintain
the equilibrium of the world economy., What I have primarily in
mind is not the trade aspects but the need for them to take over
a larger role in the international financial picture through

greater use of their currencies internationally.

One final point to which I would like to refer briefly is
the problem of energy as it is closely related to the monetary
question, The United Stateé-appeérs quite reluctant to be
dependent on energy abroad to the extent that most other major
industrialized countries are or héve had to be. The broposal to

set an international floor price of oil or to promote domestic
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production of energy at the expense of higher or less imports

has different implications among the industrialized countries,

in the light of the differences in their environment and situation.
Here too appears much room for needed dialogue and consultation
among the industrialized nations represented in this éommission.

I believe a common front on the o0il question will surely help to

lead to better financial stability of the world economy.

In concluding, I wish to say I have perhaps oversimplified,‘
in the-limited time available, discussing an extremely complex, |
and difficult situation. The United States, the Western European
nations and Japan, all I think, have a particular responsibility
in the field of international finance during this important pefiod
of tranéitiqn now before us to establish a new stable regime of
economic development. It is my beliefrwe should expect much from
the performance of and the cooperétion among these countries.

The Tripartite Commission hés a unique role to play in furthering
this cooperation from the private side and I look forward with
great eagerness to their céntinued constructive efforts in thg
near future,

Thank you.
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May 31, 1975 ' /

The Basic Issues in Japanese Diplomacy -

Speech delivered by Kiichi Mlyazawa,
7 Foreign Minister,
at the Trilateral Commission Kyoto Meeting

I am delighted to be back again in the company of my old
friends of the Trilateral Commission and to have this pr1v1lege
of giving an address to this distinguished audience as a former
member of the Executive Committee and as incumbent Minister for
Foreign Affairs of Japan. |

The world has witneésed in recent years'a serieé of momentous
developments; ﬁhe mbve for East—Weét detente, the fourﬁh Middle
East Wér followed By the 0il crisis, the conseguent world-wide
inflatiQn and recession, the surging power of the deﬁeloping
countries given a renewed vigor during this time of economic diffi-
culties, and of course, the new situation in Indochina. ?hese_‘
developments are having far reaching effects upon world politics
and +the international economic structure and upon the.domestic
conditionis within the individual countries; furthermore, becausé
they havé occurred in succession over a very short spaﬂ of time,
they have giveh rise to many other problems, for none of which
'we See easy remedles

In this world . of today, our group of advanced industrial
democfacies ~- Japan, North America and Europe'-— has -an increasing-
ly important and difficult role to play. It has been with this

awareness in mind that the Trilateral Commission was conceived



and has undertaken various activities in search of new and more
creativerformulas for-interﬁational cooperation to meet the re-
quirements of our age. I pay ny heartfelt respect to the dis—l
tinguished delegates who have taken part in the current meeting
and actively engaged in earnest discﬁssions. |

I would like to consider briefly here those main trends iﬁ
international relations that have an important bearing upon the:
future of the world. |

First, with regard to the East-West relations, the United
States and the Soviet Union will continue‘thei¥'efforts to mini-
mize and avoid the chances of direct military confrontation. It
seems that the People's Republic of China, too, will continue to
maintain its dialogue wiﬁh the West. What has come to be called
"peacefui co-existence" betﬁeen East and West isrlikély to con-
tinue. ‘Such trends, however, will not remove the basic ideological
or political differences between them. Furthermore, latent and
often explosive dangers of regional conflict will persist in various
parts of the world.  The future of Sino-Soviet rivalry can be a
~cause of our concern as well.

A few words .now on Asia. Asia is marked by coﬁplex;ty and
diversity. The SOCio—politicai, cultural or religious experiences
: differ strikingly from country to country. The Asian topography
has abcentuated_the heterogeneity of the area. In addition, ther
colconial e%periences so many of the Asian countries had to éndure
deterred the development of a sense of regidnal solidarity among
them. #Many of them with relatively short history of inaependence

are developing countries; they are therefore confronted with the




difficult task of .attaining both internal‘stability and defelop—r
ment in a turbulent world situation while seekingrto'establish
their own identity. | |
In these circumstances, the moves Japan, the'United-States, 
China and the Soviet Union may each takercan put a tremendous
impact upon the whole scene of Asia. .Aftér the recent development
in Indochina, the situation in Asia is in flux. |
Stabilization of Asia is;the urgent néed'for us éli. Yet,_
the situation is such that it is extremely difficult to.woik out
a viable international framework that can embrace the whole ofﬁ
Asia and guarantee its long-term stability. This is the agony |
of Asia. |
Stretcﬁing from the Korean Peninsula to Suez, the regioné
of Asia and Middle East are suffering from more factors of insta-
bility than any other parts of the world. In-orderr£o avoid the
eruption of new conflict and tension in these regions; it is
imperative that all countries exercise restraint and try their
utmost to facilitate all levels of dialogue. There is also an-'
urgent need to strengthen the socio—economic infrastructures of-.
the coﬁntries in the regions. Our tripartite groﬁp bearslre—
sponsibility to participate creatively in the effort to that end.
Perhaps I need not dwell upon the basic tenets of Japah's
diplomacy. It has conducted a diplomacy‘aimed at cultivating 
friendship and cooperation with all counffies inrthe world, re-
gardless of differences in ideological or political systems, with

Japanese-American friendship and cooperation as the key element.



The stability and dévelopment of Japan have to depend upon
peace and stability of the world. For us to create such an
international ehvironment, an international framework bf security
is essential. It should be kept in mind that the move for detenter
I mentionea earlier has been prediqéted upon the reality of the
balancerof power under the nucléar,deterrence of the United étates
and the Soviet Union and upon the exis£ing arrangements of inter-
national security. In this sense, the cooperative relations
between Japan and the United States based on the-Japan—U.S. Treaty
of Mutual Cooperation and Security and the céoperative system
 among the western powers under N.A.T.0. are proving highly effective
in guaranteeing the peace and stability of the-international
community. We need sustained efforts to retain their credibility
as well as to improve théir efficacy to cope with ever more complex
problems of security.

As I have already said, Japan deems it a matter of great
importance to maintain stable relations with countries ofrdifferent'
politicél systems. With regard to Chiné, we are making efforts
to maintain peaceful and friendly relations, as exprgssed in.the
conclusions of various inter-governmental agreements and the
increase in economic and cultural exchanges.  With the Soviet
Union, too, we have deepened our mutual understanding and developed
interchanges in all fields. To place the Japaneée—Soviet relations
on a truly stable foundation,.however, it is necessary to solvé
our territorial problem and to conclude a peace treaty

Here I should like to say a few words on the guestion of the

Nuclear Non-Proliferation as it has been a genuine concern of‘the



Japanese.

. My government is now trying to obtaiﬁ.the approval of the
Diet for the ratification of £he Non—Proliferation Treaty. I
urge-all nations to take positive measures at évery oppoxrtunity
to ?revent the further proliferation of nuclear weapons. At the
same time, I appeal to all nuclear weapon states to recognize the

llegitimaté anxiety.of non-nuclear weapon stateé for their own
security. I also urge them to effect further nuclear disarmament.
The intense'difficulties we are today experiéncing in the
problems of inflation, recession, natural resbﬁrces,_energy and
primary commodities have made us increasingly aware of the need
to cooperéte'with other countries. It is a ;eflection of the
interdependence of our Qorld that the Eurocopean countries are

working for regional integration, that the developing countries

are moving toward various forms of concerted action, and that the

oil;producers and the oil-consumers are consulfing with each other.
In'taking such joint action, Ehe countries concerned should not
pursue only the interest of their own groups,_but should always
seek a patn to relate them to the interests of others so that'

an éffective global cooperation cén‘be worked out. This is thé
task that our tripartite group has been fully aware Qf.

Here, for a better understanding among members of our
tripartite group, I would like to touch upon some characteristic_
features of decision making'underlying the Japanese diplomacy. .

in the first place, a traditional social ethicsg called-"WAﬁ,
to be translated as ”Harmony"‘or "Concord" compels the Japanesé te

sPeﬁd a great deal of time to create a policy consensus before-



arriving at and executing a poliéy. Through this time consuming
process, we make ourselves familiar with the details of the
specific measures to be taken. . Consequently, once a decision is
takeh, we can but it into pract}ce quite expeditiously. This
Japanese tradition of policy making, coupled with the habit to
resort to expressions often consciously inarticulate to enéure
"WA" of people involved, often causes misunderstanding between-

the Japanese and their Western friends. In this manner) however,

we deal with complex issues without causing serious social- tension
inside Japan and even without losing sight of priorities.

" Secondly, geographically Japan is immediately surrounded
by'countries of different political and economic .beliefs and
systems such as the Soviet Union and China, and also by countries
which are at considerably differént stages of economic develobment._
Tnerefore, Japan is required-to pay careful attention to its
neighbors and the'policies reflecting it oftén evades the easy
undérstanding of ﬁhe peoplej of Europe and North America.

Now turning back to the stern realities of todéy's world)
i find it meaningful to reconfirm the resolve of our tripartite
group to adhere unswervingly to the principles of individual
freedoms and political democracy which form the common bases of
our societies. These principles are faced with the kind of
challenges unseen in tne past. We must learn to meet these
challenges instead of retreating from them.

At the same time, we must realize tha£ not all the countries
'in the world are like ourselves in their political creeds or

social systems.



Such reélization, of course, while making us more humble
about oursélves, prométs us to éay even nore carefﬁl consideration
to the diverse realities of individual countries. Particularly,
we should aﬁpreciate the difficulties of the developing countries
and cooperéte with them with patience and‘undefsténding in their
nation-building effort in a manner suited to their requirements. -
At the same time,-we should call upon them to cooperate with us,
recognizing the relations of interdépendence,,in the.establishment'
of harménious cooperative world relations. -

This ié no time for rhetoric but for creative-and concrete
action. It is- for this reason that I expect a greét deal from
the work of this commission, since only imaginative'and intelléctual

effort can today secure our survival.



The Trilateral Commission Kyoto Meeting: Text of Speech

May 30, 1975 Morning Session

.Global Redistribution of Power

by Sabureo Okita
President 7 :
The Overseas Economic Cooperation Fund

When we look back across the thirty years since the end of World War II, we find
two kinds of change:- those drastic changes that all notice, and the more gradual,
evolutionary developments that have, perhaps in an even more profound historical

sense, introduced new elements into relations both between advanced mations and

between the developed and developing countries.
~—

It is the second category that I would like to discuss today. I want to focus
especially on six factors that I consider of special importance. Tﬁey are: 1) the
decrease in the relative weight of the U.S. ecoﬁomy, 2) the increasing role pla&ed
by natural resourceé in influencing power, 3) the shifts in relationships between
greater and lesser powers, 4) the increasing assertiveness of the poorer nations,
5) the growing importance of global iséues and 6) the new developments in the

international division of labor.

1
The first of these is the long—térm decline in the relative position of the United
Sfates economy. Shortly after the end of World War II, the United States' GNP
equaled more than half that of the entire world excluding communist countries.
Ipé share was equivalent to the proportion now held by Japan, the United States
and Western Germany together. But today if has declined to a point where it oc;upiesw_

LT

about one third of thé total world GNP excluding communist countries. i

At the end of 1945, the United States' balance of short-term foreign'debts was
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- $6.9 billion, while its gold reserves amounted to $20 billion. It had a concentra-

tion of economic power that made it the pillar of the IMF system, a system that

was itself based on dollars and gold. But as the economies of Japan and Europe

recovered and grew, the relative preponderance of the United States in the world -

economy decreased. The United States was unable to free itself quickly of the
worldwide commitment that it had taken on as the greatest ecconumic power at the

end of the war. As its economic power declined, it found itself over-extended.

And as a result, a large volume of gold flowed out of the United States and the

dollar grew weaker. At the ead of 1974, the balance of short-term foreign debts
had grown to $116.8 billion, whilé gold reserves had declined to only $11.8
billion. This became a major destabilizing factor in the international economic

system,

The United States was, however, well aware of the need to readjust the level
of its overseas commitment. Through the Nixon Doctrine in 1970 and the New

Economic Policy of 1971, it set out to reduce its military presence and political-

" economic commitments to a level commensurate with its economic strength. The

impact of these U.S. efforts is evident in the Asian situation, most notably in

~ Indochina, as well as in the international economy. The suspension of the policy

of dollar convertibility into gold introduced in 1971 is an example of this
impact. The decrease in the relative strength of the U.S. ecénomy and the.
concomitant relative decline of its political and~ military influence has resulted
in a multipolar structure. This is probably one of the main factors in the -
global rédisEribution of power.

In this connection, I cannot help recailiqg a convefsation with G.D.A. MacDougall
in London some ten years ago. At that time, Professor MacDougall wés adviso; tqhﬂ

Y

the Finance Ministry in the British government. When I asked him what the



reasons were for the decrease in the value of the pound, he said: "That
happened because Britain won the war. We have had to maintain the past glory

of the British Empire on the ~basis of an econmomy that '.has shrunk in size."

- In other words; although thé economic basis of the empire had grown much smaller

worldwide, the British had attempted to maintain past glories, thereby upsetting
the balance between production and consumption. They were living beyond their
means, so to speak. And, according to MacDougall, this was a fundamental

reason for the weakening of the British economy.

This observation may, to.some extent, be applied to the present-day situatiﬁn

of the United States. By contrast, those nations defeated in the war--Japan,
Germany .and Italy-- were reduced to extreme poverty and had to start all over
again from scratch. They started.out fresh, intent-om recovering from poverty.
And as the economies of Japan and Europe grew at remarkable rates, their influence

in the world economy also grew.

The second factor is the new-found role of natural resources in influencing
e "

power relationships. The ability to supply energy and food is becoming more

S . .
and more important in shaping the global redistribution of power.

ihe United States has vast quantitiés of domestic résources at itq disposal, and,

as a result, it shpuld be technically feasible for that country--despite the reiative‘
decline in if’s GNP-- to pursue a policy of self—sufficienéy in energy and at the

same time to export érains émounting to several tens of million tons from its

annual ‘grain production. Among the developing countries, the Mideastern nationé

‘have come to world power by virtue of possessing oil resources. They are now

>-\;:-
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capable of exerting a tremendous impact on the world economy--so much so-
that their felative position in international society at large has been
greatly strengthened. We have witnessed a new trend during the past several

years in which countries possessing vital natural resources have become fully "

aware of just how those resources can be used as a tool for exercising power.

The third factor is the change in the relationships between greater and lesser
e - . S

powefs. The progress of human society has-long been accompanied by calls for
—e. _
increased respect for the rights of the weak. These calls have now been extended
to the international arena, where smaller countries and ecoﬁomically weak
natibns are being given a greater say. This shows up in the Unitéd Nations, {
where each country, regardless of its size or power,.has an equal vote. Inter-
national democrac& is historically significant as the éntithesis to chauvinism
or domination by the great powers. It is increasingly difficult for these
. powers to cbntrol or prevent autonomous and independent initiatives on the part
of the smaller nations. Aﬁd the great powers are less and less capable of
influencing internal changes within these smaller na;idns. This treﬁd is shown -

in thé recent events in Vietnam.

At the same time, when grags-roots democracy encourages parochialism in a
given country, it also tends to make the people look inward.  And that
process, in turn, affects that country's relations with other nations. This

h
probably should be cited as another element in the global redistribution.of power.

The fourth factor is closely related to the third. It is the increase in the:,;‘g

demands of poor countries that their rights br reeognized. Issues such as the ~ °

T

"North-South problem" were hardly ever raised before the Second World War.
But -they have become increasingly dominant since then. The process in which

—d




the weak criticize the strong is another example of the expansion of egalitarian
thinking to the international level.

The wo;ld today inc¢ludes both people who get sick from consuming too much food
and those who starve to death because they do not have enough to eat. One result
of this situation has been the emergence of scathiﬁg criticism of the existing
order and of the market forces that control it. The idea of free competition
may serve those in power, say the critics, but when the gap between levelsrof

power becomes too great, a situation results where the weak merely get weaker

while the strong grow stronger. Criticisms of this sort in international

circles have been increasing ever since Raul Prebisch delivered a report to

the first meeting of the United Nations Conference on Trade and Development(UNQIAD)
in 1964. They are aiméd at the market economy and free competition, and they

usually involve support for the idea that planning should become a part of:

both national and international economies.

o —

The fifth factor is related to the increasing concern with the global issues. i

Since the world community has been affected by economic and technological
developments in many areas, such as transportation and communication, it has

become necessary to develop a global approach in many different fields.

An imporﬁant, distinctive featufe of-the seventies has been the convening of

a number of i{nternational conferences on such problems as the environment,

the oceans, food and population-- conferences intended to grapple with these .:-
problems from the global perspective. ' Examples of these are the UN Conference
on Human Environment held in StockholmAinAl972; the Conference on the Law of
the Seas in Caracas, the UN Special Session on Resources in New York, the

World Pgpulation Conference in Bucharest and the World Food Conference in-
Rome; all éf them held during 1974. These conferences indicate a heightened

5=



awareness of the limitations that exist in the resources, environment and land
of the earth, as well as a growing consciousness of the need to manage these

problems on a global level, .

-
’

Degpite this awareness, the truth dis that _international politics still tend
w_.-—’- T Fi ° - o B o N

to be premised on the bellef that national soverelgnty 1s paramount
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a situation

that makes it quite difficult for domestic welfare policy to go beyond national

N T e e L e o . —
ngders. In other words, technology and economics require a global appreoach.

A e et T ——— . —
Yet the United Nations is not strong enough to assure such an _approach and hno_.

— -
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other intermatiomaliinstitution is designed to do so. A group of 25 experts,

including the author of this paper, appointed by the Secretary General of the
UN published its report on the "Restructuring of the United Nations System':on
May 21, 1975. As always, the realities of international politics remain mainly

predicated on national interests.

Nevertheless, in today's environment, not even the great powers can formulate
national policies without taking global considerations into account. The
conflict between global and national interests 1s, in other words, becoming k .

K \
increasingly important in influencing the global distribution of power.

The sixth factor relates to new developments in the 1nternat10nal division of

s = T

labor. Both labor shortages and hlgh wages in the 1ndustrlallzed nations
\.—.-- —_— — ——re— e,

-

have given the develpoping_countries a _comparative & advantage in the labor-lntensive
o © = . -

e Rl il _—

sector. They have an excess labdr force, and, as a_result the 1abor-1nten51ve

. - [P

sector. is shifting rapidly to the developing nations. In addition, the growth
of resource~ mationalism means that the processing industries will be expanded

Ceegee e - e

in those countries that have resources. As this trend progresses, the result
e ;

will be a reallocatlon of 1ndustr1al productlon.

—6— .



And as industry and technology are distributed throughéut the world, the
;Pdominance of today's industrial nagions will decrease, and international
fé power will be further dispeysed. As that happens, the industrialized nations
_.may introduce import restrictions against the cheaper products madg by the
developing countries with their abundant labor forces. They wéuld do this to

protect employment and the high wage levels in their own labor forces, hut

it would mean the victimization of the poorer labor forces in the impoverished

tyjﬂii nations. So what might be considered a "welfare policy" doﬁeStically ?qg;g,_

"

1)

be seen as an " anti-welfare measure " internationally. An increasing aware-

" ness of this paradox among the developing countries will lead to more and

more criticism of the policies of the industrialized nationms.

Each of the problems that I have enumerated points to a need for a new

i : Jnternational economic order. The Sixth Special Session of the United Nations

General Assembly adopted a declaration on the "New International Economic
Order" and its "Action Program" in May 1974 which, in my view, covers only
part of the issues. One of the Trilateral 'Commission's importént tasks is

to uﬁderstahd the basic*nature of the North-South problem»—hoth from a long -~

range perspective and in the context of enlightened self-interest.

We must be mutually aware of the interdependence that exists today between
»

the developing nations and the Trilateral World. And, as a result of that

awareness, each of our countries must adjust‘its policy formulations to fit

a global framework built on cooperation rather than confrontation.



At the meeting of the Trilateral Commission +)at,

Kyoto/Japan on 30 May 1975

Dr, Gerhard Schroder, former federal minister,

will speek on the subject of

Prospects of Peace for?the Middle Bast .

+) The Trilateral Commission is an organization

of americain, westeuropean und japan economic
experts, trade union leaders, editors andr'
writers, scolars and politicians concerned.
with the sudy of vital questions of mutual
interests,




II

" Prospects of Pecace for the Middle East

Introduction

The Araﬁ—iéfaeli conflictrhas become one of the most’
dangerous ‘sources of crisis in 6ur time, It is a threat
not only to those directly involved but to the peace of
the whole world. This was so harshly demonstrated by
the last war in October 1973. At that time, it seems,

we went to the brink of the abyss, Global inter-.

dependence has seldom beenlseen in such stark relief

 so that it is obvious we all have a stake in an equi-

table, lasting, and - this I should like to emphasise -

‘constructive peace settlement in the Mid&le‘East, one

that holds out gooed prospects for the future. I am .
therefore particularly glad that at-this-meetiﬁg of the
Trilateral Comﬁission we shall be looking at the pos—
éibilitieé of resolving the Middle East problem, a
task which calls for thoroughness, courage, and

imagination, With your permission I shall begin by

“outlining my own views.

30 years‘ago - Truman

Let us cast our minds back 30 years. When on 29 November
19&7 the United Nations General Assembly adbpted with

23 votes against 13 with 10 abstentions a resolution

to partition Paiestine and create a Jewish state, those

who took part in the vote, either directly or in-

-directly, could hardly have foreseen the situation we

find ourselves in today. They could not know that in less
;han‘jo years the membership of the United Nations would
be almost trépled, that therbalancerof world powver

would have changed - perhaps not yet decisively,but con-~
siderably -~ that in the struggle for self-determination.
hitherto unknown occurrences WOuld have become almost
customary, that we would find ourselves discussing whether

and when a fifth war would break out over Israel.

This contrast of wviews then and the reality of today,
and our own ideas about establishing what could prove to

be lasting peace could certainly be continued. Some of

/the...
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the principal figures of those days have puf their
thinking and motives on paper. It would probably be
exciting to compile them forxr perhaps é.I say perhaps -
they could help us foresee future developments. Be that
as it may,-we must in our attempts_tp discuss the kinds
of developments we want and the ways and means of bring-
ing them about take into account the éxperience of 1~
most 30 years - both on the spot and elsewhere - and
appiy them in terms of the future. Naturally, one could
go back a lot further ~ 2,000 years even ~ but we must
not forget that developments over the past twenty ox
thirty years have resulted in a tremendous increase ih‘

the speed of discoveries in the scientific, ecconomic and

-technological fields, and in the political sphere,

Of those who featured prominently in those historic events
of 1947, T would recall briefly the words of the then
President of the United States Harry S, Truman (who, I
must add, seems to Be expetriencing a renaissance at the
present time), Allow me to quote three passages from
his menoirs: ‘ " o

"1 was of the opinion that the proposed partition of
Palestine could open the way for peaceful collabor-
ation between the Arabs and the.Jews;l Although it _
was difficult under the present cilrcumstances to bring.[
the Arabs and the Jews together, I could foresee
that under the proposed plan of the.United,Nationsy
calling for an econonmic é;;ﬁg;n_ of the partitioned
areas, the Jews and the Arabs might eventually work

side by side as neighbors,".

In his Presidential election programme of November 1948,

“Pruman outlined his position as follows:

"We approve the claims of the State of Israel to the
boundaries set forth in the United Nations resolution
of November 29 and consider that modifications_thereofi
should be made only if fully acceptable to the State
of Israel,,,... .

nie countinue to support, within the framework of the
United Nations, the internationalisation of Jeru-

salem and the protection of the holy placeslin

/Palestine.”
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Palestine.,V?

And finally-a passage from Truman's letter to President

Weizmann on 29 Novembaer 1948

"In 6losing I want to tell vyou how happy and im-
pressed I have been at the remarkable progress made
by the new State of Israel, Whaﬁ you have received
ﬁt the hands of the world has been far less than was
your due, But you have more than made the most of
what you have received, and 1 admiré you foxr it. I
trust that the present uncertainty, with its terribly
burdensome consequences, will soon be eliminated.

. We will do all we can to help by encouraging direct
negotiations between the parties looking toward ﬁ

prompt peace settlement,”

The situation today

Let us try to describe the situation today: the territory
of the Jewish state, which had been fixed at 56 per ceﬁt of
Palestine territory, was increased to 77 per cent as from |
1948, Today Israel holds Sinai, Gaza, West Jordan, the
whole of Jerusalem, and the Golan Heights. A disen- - ‘

gagement agreement exists Tor Sinai east of the Suez Canal

and a second has been worked out for the Golan Heights.

These two agreements are the outcome of American step-by-.
step diplohacy. Kissinger's efforts to bring about an-
other agreement in Sinai have failed - at least for the

time being.

United Nations and European Community-

What is the attitude of the United Nations? It is set out -
in a number of resolutions of the Security Council,‘be-

ginning with No. 242 of 22 November 1967, through to
the @eneral Assembly resolution of 22 November 1974, Their

essential elements are:

~ renunciation of the acguisition of territory
by war; . -

- evacuation of the territories occupied by Israel
(I'will not go into the difference between the Engiish

and French texts because I feel it 1s of little

/political
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political relevance);
- the right of all states in the Middle East to

live in peace within secure and recognised bound-

aries; 7
~.theright of the Arab Palestinians to national
independence and sovereigntf,_i.e, their right
to statehood; ' | | .
~ observer status for the PLO at the United Nations

as representative of the Palestinians,

The United Nations has, moreover, provided the civilian
and military personnel to implement and Qnsufe the ob-
servance of the two disengagement agreements for the Sinai

and the Golan Heights.

- In this connexion it is appropriate to consider the attitude

of the European Community, Tts official pesition is set
out in the statement agreed between the Foreign Ministers
in November 1973, which says that a peace settlement

should be based on the following po:nts.

1, Inadmissibility of the acqguisition of territory by
force.

2, Need for israel to withdraw from the territories
she has occupied since the 1967 conflicﬁ.

3. Respect for the sovereignty, the territorial integrity
of every state in the region, as well as its right to
live in peace within secure and recognised boundaries.

L, Recognition that in the creation of an equitable and
lasting peace the legitimate interests of the Palestinians
will have to be taken into account,.

The Foreign Ministers recalled that, in accowdance with

‘resolution 2h2rthe peace settlement would have to be the

subject of international guarantees,

¥We see, therefore, that the positions of the United Natlons
and the European Communlty match each other in the main

points.

/Deploying
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Deploying for a fifth war in the Middle East ?

I spoke of a possible fifth Middle Last war, = Certainly,
everyone here sincerely hopes this‘will not. happen,. but
as the nations directly involved do not rule out this

possibility I should like to make a few comments on this

poeint,

We know that the two superpowers are involved in the

-.conflict and, in the event of another outbreazk of hostilities,

could find themselves lined up against each other - perhaps
against their will., There is no need for me to describe.
the dangers that would bring., But we also witness the -
massing of military potential in the wholie of the Middle
East region. On the Arab side - counting only Egypt{ ‘
Sgria, Jordan and Irag ~ military personnel‘éxceeds‘
700,000 (with about thelsame number of reservists), with
about 5,000 tanks and at least 1,200 fighter aircraft,

They also have the most up-to-~date anti-aircraft equipmént,
and probably medium-range missiles. The Israelis can
muster, with reservists, about 500,0bO, also;ﬁith modern
eguipment, over 2,000 tanks, and about 500 aircraft, These
figures are, if anything, below the actualrlevels, but

they show that the danger of an explosion in the Middle

'~ East should not be underrated.

In the event of war the "oil weapon" is certain to be used
again, This could have untold economic, but also political
and military consequences. Obviously, therefore, we have
“every interest in a peace settlement supportéd by all con-

cerned,

Tenable and constructive peace?

What are the conditions fer and prospects of a peace
settlement?.let us consider first of all the demands of
both sides. The Arabs insist that Israel vacate the
territories she has held since the 1967 war - in other
words the entire Sinai Peninsula, the Golan Heights,

the eastern part of Jerusalem, the VWest Dank, and the

/Gaza
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Gaza Strip -~ and that the legitimate interests of the

Palestinians find expression.

Israel for her part demands'recognition as a state

.and the right to live within secure boundaries,

Change in the Arab attitude

If we weigh up the demands of the two sides there emerges
one fact of great significance: The ones who carry
most weight on the Arab side are prepared to recognise

Israel's existence as a state. That will, I am sure, also

- be the case one day - or better on the day a peace agreement

is signed - with the PLO under the terms that would be
agreed, Let us leave aside the quéstion of how the change
of attitude on the part of the Arabs came about, except-to

say ilhat the approach of the United States and the Soviet

Union has played a big part, I shall be taking this

matter up again a little later on,

Isracecl a fortress?

The second cardinal point concerns the question of secure
boundaries, I am inclined to the wview that boundaries -
are only secure if they are accepted and respected by one's

neighbours, though we leave open the qguestion as to why

this happens. VWe must realise that we shall have to

create conditions which will lead to such attitudes and .
the corresponding behaviour, and maintain them. It must
sbrely be clear then - but perhaps only after some dis-
cussion - that in the age of intercontinental missiles
"safe" boundaries can only be pfeserved by creating the
right attitudes and thus evoking the corresponding con-
duct. Anyone who tries to assess the present psycho-
logical situation of those concerned sees Israel in a
besieged fortress and developing a corresbonding mentalitv:
still more cement bastions, still more weapons of the
very latest design, then one lives in security and is
respected. That'respectlis enhanced by the occasional
successful sortie against the besieger. 1 will not take

the description any further for everyone will know and

/agree




agree that 1ife under these conditions cannot be a permanent
basis for future generations, only a femporary arrangement.

X would mention another point which .is perhaps metaphorically
comprehensible, Arab propagandists have from time to time

contended that they would drive the Israelis into the sea, but

against this the Israelis can defend themselves.

Israel -~ island in the Arahian « ocean?

The proportions and potential development weigh so heavily

in favour of the Arabs that Israel, rather than be driven out,
mizht one day simply be. overflooded, like an island by a tidal
wave, The population of the Arab countries is increasing at ‘
the rate of 3 to & million a year - in Egypt alone the rate
is one milliOn. If we imagine the situation only ten years
hence the Arab population will be 200 million, 50 million
belonging to Egypt. '

Israél's population - not counting the territories occupied
since 1967 - is 3.3 million. 2.8 million of these are Is-
raelis, about 500,000 Arabs., The birth rate of this Arab
community in Israel, Palestinians, is twice as fast as that of
the Israclis,  If this rate continues Israel's Arab population
will double every 15 years or sc. These are alarming demno -
graphic prospects for Israel, for if immigration sfagnates‘

or becomes retrogressive -~ it having accounted for two thirds
of Israel's population growth in the twenty years up to 1968 -
the Israelis could become a minority in their own country
within the space of a few decades, For this very reason it is
importantito prepare for poessible but certainly necessary

co-operation,

Constructive plans for the fufture - Max Planck Society

T will say quite frankly'that during the long and heated in-

ternational debate on the Middle East I have heard of no plans

that have fired the imagination of all concerned, -What plans
and preparations need to be made for the future? Of cbursé,

I am not hlind'to the fact that egoism, self-interest and
slugesishness, as well as new problems, give rise to scepticiém,
but this explosive part of the world justifies a special

effort and, depending on the ingenjiousness of thoese con-

/cerned,
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?cerned, the probability of their Leing implementable in-
écreases. I remember one sentence from a speech by Henry

Ford II in Cologne at the ceremony to mark the 25th anni -
versary of the Confederation of German Industry, He said that
we should work together to change that Middle Eastern part

of the world into a thriving industrial society.

aThe politicians should not merely call upon others outside
Ethe government to produce ideas, whilst they themselves just
iSit back and criticise, I am convinced, and so nc doubi are
many others, that the future of Israel and her neighbours lies
in co-operation, Today it may seem as if the road to thaf
goal is barred by mountains of distrust and walls of hatred,
but perhaps a few scholazs could do some pioneering work

in preparétion for broad-based co-operation? The Gerwman

Max Planck Society, ~fur instance, could invite Israeli and
Arab, and perhaps other European and non-European scholars

to study this problem or that together, problems that are of
special importance te that part of the world in hostile
confrontation, Desalinisation of seawater, for example, is
one, and indeed practically all aspects of rural development
and environment problems couid be considered. At present

the Arabs are holding back and are likely to do so as long

as Arab territory remains occupied. DBut in my vieﬁ a better

tomorrow must be discussed and thought out today.

Responsibility of the United States and the Soviet Union

The tactics with regard to a peace settlement have not yetl
been finalised apparently. Or should one say single elements
are beiﬁg cautiously tried out first, It will be possible

to establish and co-ordinate tactics when agreement has been
reached on the strategic objective, Do the Arabs want. peace
as quickly as possible? 1Is Israel playing for time? 1Is she
awaitibg the outcome of the US presidential election? Do the
Israelis intend to wait for the bigger results in the creation
of new sources of energy as an alternativé to 0il? Will
Israel's position improve if the oil weapon is blunted or no
longer usable? What is the point of Israel seeking partial
progress in the Sinai buxt discuseig neither the inevitablel
withdraval from Gelan nor a realistic and feasible solution
to the Palestinian problem? |

/T pose
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II pose these questions because here at least they might

find an answer, or an attempt may be made to answer them.

!

| I feel that through their intervention the superpowers have.
Iassumed the responsibility for creating stable conditions

‘for peace in the area as soon as possible. They'albne, not
éindividuélly but together, haveé the strength to achieve that
%goal if it is approved by both sides. The US Administration
ihas been accused in various quarters of the mistake of
:oﬁeréting alone without first co-ordinating with the Soviet
Union., Well, that may be a fair charge, but I think the United
States realiées how much a tenable and constructive ﬁeace__-
settlement depends on Soviet participationm., Tt is also
suggested occasionally that the United States ﬁishes'to_

avoid any charge from "anti-communist" quarters at hone

of joining hands with the Soviet Union to put pressure on Israel.
Be that as it may, a Geneva conference without US/SU accord
could hardly work. We shall see, But the nationslconcerned‘,

who are watching on will have only limited patience,

Peace and Co-operation are possible

To sum up:

- a peace system should be constructive, the basis for a
prosperous Middle East;

- this will be possible only if all nations concerned
co-operate with each other; |

~ this will take time - mountains of hatred and mistrust have
to be removed;

- Israel has a lot to contribute to such co-operation: her

intellectual, scientific-technological potential is much greater

than she needs for her own development (Weizmann institutes,
Lod aircraft factory); |

- Arab oil money could be ﬁsed sensibly and peacefully over the
entire region; ‘

~— Europe has an important and rewarding opportunity of helping
with its economic resources and technoclogical know-how; - .

- Removal of poverty and sickness will eliminate many a source of:

| conflict; '

~ the appreciation of the people that peace brings prosperity
and progress will be conducive to its attainment; _

- these are wajor tasks; we must be able to cope with them

for the dangers, too, are considerable.




European—Japanese Relations.

A note on a proposed programme of studies.

It has been found to be particularly difficult for Europeans
to interprei the underlying trends of Japanese external policies
in the light of what they kmow about the domestic politics of
Japan, It is g familiar experience of students of international
relations that the connection between the internal and the external
politics of any given country is often complicated and sﬁbtle. In
the case of Japan it is particularly elusive. In a period when the
traditional line separating the internal from the external aspects
of policy-making is becoming increasingly blurred, this deficiency
in understanding on the Buropean side presents particular dangers.
Hitherto Japanese external policies have not impinged much on Europe,
.except in the field of intermational irade. It is a safe prediction
that they will impinge on the Europeans a great deal more in the
future, What one wanis to avoid, if possible, is a situation in
which the Europeans wake up one day and wondexr what has hit them,

One of the first questions that one would wish to ask is whether
a comparable problem in comprehending Buropean policies exists for
the Japanese. If not, we might learn something from the Japanese

experience in overcoming it. If it does exist, at any rate in some

- measure, we should consider how we might improve our mutual comprehension

by a sysiematic exchange of information and ideas. What we seem to
require is a combination of a larger pool of expertise in interpretation
with more frequent direct contacts with Japanege experts in international
- relations. :
;

It is noteworthy that the United States seems to have mzde a more
successful start in tackling this problem than the Buropeans. Again
one would like to know whether on the Japanese side it is felt that there
exists a corresponding comprehension of'the processes of American
policy-making, and in particular of the connection between internal
and external politics. : -

i
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Our aim is to set in motion in a few impbrtaht centres in Western
Europe a process of systematic study of contemporary Japanese affairs
which will have some of the sophistication which is beginning to be
achieved in the United States. We might well try to draw
initially on this pool of American expertise. But that could only
be ancillary to the development of & prograzme of direct contactis
and exchanges between Europeans and Japanese.

[

For a start,; it seems to us that more active studies of contemporary
Japanese policy-making should be initiated in some of the larger of
the West Buropean countries. The Ingtitutes of International Affairs

-in Britain and in Germany have discussed this matter in a preliminary

way and are agreed that they would be interested in embarking on a
programme of this kind. We think it would be useful to have a
preliminary discussion in Japan itself with the relevant persons
on the spot about the means of improving our capacity to interpret
each other's policies, with particular\reférence to those policies

which impinge on our respective external relations.

To this end we would consider it useful if during 1975 a small
group of people selected by the German and British Institutes of
International Affairs visited Japan idor a conference lasting perhaps

two or three days, followed by a series of meetings with the 1nst1tutlons
and people who might contribute to such a programme of studies and

exchange. The numbers on the Buropean side should probably be no

more than ten and should include scholars with a general interest

in international relations as well as some experts on Japanese affairs.
We would think in terms of a Japanese group of the same size similarly
composed — with Japanese experts on European affairs included - for

the conference. In the subsequent series of visits wider contacts

. would be sought among Japanese institutions (including government

departments and commercial enterprises) in various parts of Japan.
The whole operation, including travel between Burope and Japan, should
be conducted insgide a fortnight.‘ :

Aindrew Shonfield |
December 1974 '




The Trilateral Commission Kyoto Meeting: Text of Speech

May 30, 1975 Morning Session

Opening Remarks

Takeshi Watanabe
Japanese Chairman
The Trilateral Commission

Ladies and gentlemen,
it is my great pleasure to open the Trilateral Commission Meeting here today
in Kyoto in the presence of such a distinguished group of leading private

citizeng from Western Europe, North America and Japan.

It has been a little over a year and half since we had the first Executive
Committee Meeting of this Trilateral Commission in October, 1973. We were
honored at that timé to have the first official meeting of the Commissicn in
Japan, We are once more honored to be the host country this time for the
first meeting of all the commission members from the three regions, as distin-
guished from our second meeting in Brussels last June, and the third meeting
in Washington last December when only executive committee members attended.

I am sure that I am not the only one among the Japanese commissioners té be
impressed by this excellent participation by the commissioners from the other
parts of the trilateral reglons who have traveled a long distance to join us
for éhis occasion, For this, on behalf of the Japanese Commission I would
like to.express to all the overseas participants our deepest sense of appre-
clation and warmest welcome to Japan and to this historic city of Kyoto., To
my Japanese colleagues I would like to express my gratitude for your coop-
eration in many different ways in enabling us to receivﬁ our overseas colleagues

in this manner.



When Mr, David Réckefeller, who is here ﬁith us‘today,‘took the very first
initiative in creating this Trilateral Commission, it was his feeling, as he
stated in the Tokyo meeting in 1973, that man& of the world.problems had been,
up to that point, discussed only among the Atlantic nations desﬁite the fact
that the solution of many of these problems required'the involvement of a
third party, namely Japan. He felt that when the strength and economic
importaﬁce of Japan, as well as Europe, had become a fact of life in the
international world, it would be logical and desirable for the three advanced
industrial regions to discuss our common problems and opportunitieg., When
the Trilateral Commission was laﬁnched with several leading figures in the
three regions in full agreement with Mr, Rockefeller'é suggéstion, it was a
Welcome development for Japan because this was the first such private inter-
national undertaking in which Japan was -an original founding member, unlike
other.cases of similar efforts where Japan was added to the membership almost
as an afterthought. We had felt all along the importance of such an iﬁter—'
national dialogue by private citizens as envisioned in the idea for the
Trilateral Commission, where the members could deal with common problems and
pursue thelr solutions with a broader and more historical perspective, than
governments could afford to have; as they are.inevitably concerned with imme-
diate-intefests. For Japan, grappling with the new increasing responsibility
of assuming a greater role in the ipternational community, and trying to define
such a role in its dialogue with other nations, the Trilaperal Commission has

come to provide us with new opportunities and, a2t the same time, new challenges.

In the course of the past one and a half yvears, we have completed several
task force reports with the joint participation of commissioners and distin-

guished specialists from the three regions. These reports were "Toward a



Renovated World Monetary System", "The Crisis of International Cooperation”,
"A Turpning Point in North-South Economic Relations™, "Direction for World
Trade in 1970's", "Energy: The Imperative for a Trilateral Approach”, and

"Energy: A Strategy for International Action".

They were circulated and discussed among the commissioners of the three

reglions in the previous three executive committee meetings, and resulted in

rsome specific recommendations. They have been also sent to many government
officials, political leaders, business leaders, scholars, journalists, and
other opinion leaders in order to encourage further discussion on these
important issues In the trilateral regions. These are crucial issues on which
effective cooperation and joint action of the advanced industrialized countries
in the grilateral regions are in the countries' own interest, as well as in the
interest of the rest of the world in view of the trilateral regions' greater

infiluence in the world economy and their massive relation to one anocther.

International developments in the past months have dramatically heightened
awareness among all of us of the ever increasing interdependence among the
world's nations. Even in the short period since the creation of the Trilaterél
Commission, crises have occurred which have had a great impact on the whole
international system, necessitating its transformation. We have witnessed

the entry of major new participants in the internationai pelitical arena.

We have witnessed further worsening of conditions in the fourth world. Insur-
ing a secure supply of resources for the futu;e has become of utmost concern
among many nations, including the advanced industrialized nations in the
trilateral regions. The continuing unstable situwation in the Middle East
threatens the welfare of the whole international community. The most recent

development in Indo~China has created uneasiness among many Asian countries.



Such situations, in which we find ourselves today, seem to redquire an entirely
new reassessment and reevaluation of the international system. Such a re-
evaluation, however, has to be undertaken not unilaterally by any single nation
or region, but with multilateral consultations amoﬁg all of us. 1In this
context, the Trilateral Commission is not seeking to exclude the other regions
of the world but is rather conscious of_its responsibillity to first encourage
the three regions to "set its own house in order” not only for their own sake
but for the sake of the rest of the world as well., The Commission believes
that it can contribute towar&-this goal by playing an important role in help-
ing to bring about intenéive donsultations among the three regidns. The grow-
ing interdependency,lespecially among Western Europe, Norﬁh America, and Japan
also generates problems and frictious which endanger not only the well-being
of the three regions but adversely affgct all of the other regions as well.
Such is the rationale and the'concérn behind-our selecting the vgrious new

task force themes, and conﬁening this Kyoto Meeting.

In working together in the past year and a half in this Commission, we have
been frequently reminded of various constraints in each region working against

establishing a smoother dialogue among us.

The three regions are quilte different from éach other in historical background
and international setting. The political system,‘sociai structure, culture,

and customs of the threé regions and the countries within them are varied and
Japan still maintains certain conditions which continue tc make her inacces-
sible and insﬁlar from the outside world. Nevertheless, I personally feel

that the intensity with which our activities have been carried out is unique
among the many non-governmental international projects involving Japan in recent

years. Also I feel we have come a long way in achieving our original goal of



having a constructive trilateral dialogue and developing a habit of working
together among the three regions. Many Japanese colleagues particularly
emphasize the important role the Commission has played in broadening our contact
with influential leaders in European countries with whom we have not had very

intimate contact until recently.

On the other hand, T also realize that we still have a long way to go, 1
particularly feel the extreme importance of broadening the circle of those
involved in this trilateral dialdgue. Although I do recognize without a

doubt certain immediate fruits of our work such as the task force reports and
the recommendations which have been brought about as a result, I personally

feel the true measure of the success of this Commission will lie in how effec-
tively we can have a broader and more positive participation of all the
commissioners as well as other opinion leaders in the discussions, This must

be with the distinct purpose of finding solutions to some of the specific common
issues, facing them together -- not sitting at opposite sides from each other

at the conference table, working clesely together -- not cohfronting each other.
The impact éf the Tyilateral Commission, in my view, will come not so much
thrOugh public pronouncements but through all of us in the Commission acquiring,
through our work, a new perspective in addressing ourselves to international

and domestic issues, and if I-may repeat again, acquiring a habit of working

together.

- It would be unrealistic and futile to attempt to come to any definitive res-
olution of any of the complex issues on our agenda in just two days of dis-
cussion, But ﬁe will have achieved something very important and essential if
we can set in motion a process of more intensive participation involving a

larger number of commissioners.



When I was about to leave the post of President of the Asian Development Bank
in late 1972, I was asked to give a farewell talk to the staff of the Bank.

I summarized the lesson that I had learned; those I had learned the hard way
in the six years of'my service at the Bank, They involved three indispensable

conditions for further strengthening the effectiveness of our bank. I cited,

1 )]

one, "common aspirations,” two, "mutual understanding,” and three, "co-
ordinated effort" as something the staff should keep in mind as they carry on
the task of running a multinational, international organization. After a
year and a half of my association with the Trilateral Commission, I feel that
these lessons I learned at the Asian Development Bank may very well apply to

our current efforts,

We have formed this group and have come together today, certainly, sharing
common aspirations. I hope we can clarify and define such aspirations in our
éiscussion. We have been striving to develop mutual understanding in our past
work., To understand differences is always the first step to identify what
is common among us. As to the co-ordinated effort, we have tried ﬁard but

much more is left to be done.
The task in front of us is formidable but is yet a most exciting challenge.
I hope we can set to work on this task in the coming two days and in the months

and years ahead, with a determination and patience.

Thank you,



