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Abstract

It took more than 25 years for the Asia Pacific region to create the inter-governmental
economic institution, the Asia Pacific Economic Cooperation (APEC) forum after the
idea was first mooted. The road towards the establishment of APEC represents an
example of ‘progress’ in international relations because the gradual involvement of
governments has promoted international economic cooperation among member states
and, in turn, has helped to promote increased prosperity in the region. The thesis aims
to examine how and why the regional economic institutions in Asia and the Pacific
have progressed from the non-governmental Pacific Trade and Development
(PAFTAD) and Pacific Basin Economic Council (PBEC) organisations to the inter-
governmental APEC organisation via the quasi-governmental Pacific Economic
Cooperation Council (PECC) in which government officials participate in a private
capacity. The development of regionalism in Asia and the Pacific appears to be in sharp
contrast to regionalism in Europe, North America, Latin America, Africa and
Southeast Asia, where governments were involved directly in the initial stage of
building regional economic institutions.

Personal networks and shared principles have contributed to linking the four
institutions, to sustaining them and to elaborating their purposes. These institutions
provide occasions where government officials, business leaders and academics can
strengthen their commitment to economic cooperation by exchanging policy
- information, ideas and opinions. The thesis claims that the four regional economic
institutions thus constitute the core of an Asia Pacific economic community.

For progress in international relations to occur, re-evaluation of policy goals and
- priorities is necessary, and this depends on the values and ideas of the individuals
involved. From this standpoint, an analysis that links individuals, especially their ideas
and public roles, to institution-building to analyse progress in economic institutions in
the Asia Pacific region is required. An institution-building model is set out in Chapter 2
as a framework for the analysis, and the model is constructed from integrating the
three hypotheses of international regime formation theory: leadership, common
interests and cognitive evolution. The development of the Asia Pacific economic
community can be divided into three phases. The thesis aims to examine ‘progress’ in
the development of Asia Pacific economic cooperation by investigating the formation
of each institution and its influence on the development of inter-governmental
cooperation and institution-building.

PAFTAD, PBEC, PECC and APEC were the products of initiatives taken jointly by
Japan and Australia: academics, business people, politicians and officials in both
countries were central to establishing the four regional economic institutions. The
thesis examines how these individuals produced ideas for regional institutions as well

as helped to set the agenda and engage in diplomacy which persuaded participants to
join these institutions.



The argument incorporate the three main schools of international regime theory about
how new regimes are formed, and seeks to demonstrate that, at least in the case of
Asia Pacific economic cooperation, all three schools of thought — leadership, common
interest and shared understanding — help to explain regional institution-building. It
gives special attention, however, to the role of leadership from individuals within
participating states in the progress that has been made in the development of an Asia
Pacific economic community.
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1  The process of forming an Asia Pacific economic

community

International institu'cif)nsl often evolve slowly and may change their original focus in
response to changing internal and external circumstances. The initial purpose of the
Association of Southeast Asian Nations (ASEAN) was to strengthen solidarity among -
those members facing the threat of communism in the late 1960s, but the end of the
Cold War made it possible for ASEAN to shift its priority to activating regional free
trade by establishing the ASEAN Free Trade Area (AFTA) and organising a regional
political and security dialogue through the formation of the ASEAN Regional Forum
(ARF). The European Union (EU), which is undergoing advanced and- comprehensive
integration, started with the formation of the European Coal and Steel Community
(ECSC) in 1951, which was originally designed to ensure lasting peace in Europe. '
These examples indicate the sort of ‘progress’ made in international relations, defined as
‘changes in the policies and relations of states that reduce conflict or increase
cooperation so as to further security, welfare, or human ﬁghts’ (Adler et al. 1991: 9).
The est_ablishment of AFTA and ARF sought to enhance ASEAN ecdnomic prosperity
and improve regional stability, as did the development of the EU from ECSC.

This thesis suggests that the road towards the establishment of the Asia Pacific
Economic Cooperation (APEC) forum in 1989 represents an example of progress in
international relations because the gradual involvement of governments has promoted
international economic cooperation among member states and, in turn, has led to
increased prosperity in the region? Elek (1996: 161), who was involved with the
creation of APEC as an Australian official, describes the ‘progress’ in the development

of an Asia Pacific economic community:

A progressively more effective forum for cooperation was seen to be needed so
as to seize the many new opportunitics and defuse the inevitable
misunderstandings and tensions which, even now, threaten the cohesion of the
region. Responding to the needs and characteristics of the region, a unique

! For discussions on the definition of international institutions, see Chapter 2.

2 The concept of progress in international relations was pioneered by Adler and Crawford
(1991). :



approach to policy-oriented consultation and cooperation emerged in the Asia—
Pacific region in the 25 years.

APEC is an official government organisation for discussing the economic cooperation
and trade and investment liberalisation interests of its members. It holds annual meetings
of trade and foreign ministers as well as the Leaders’ Meetings of Prime Ministers and
Presidents. Prior to the formation of APEC, three other non-government institutions
focusing on economic cooperation were established in the region.? The Pacific Basin
Economic Council (PBEC) organises an annual convention of business leaders in the
region; the Pacific Trade and Development (PAFTAD) Conference holds a regular
conference among policy-oriented economists about regional economies and economic
cooperation; the Pacific Economic Cooperation Council (PECC) runs regular semi-
official meetings within a tripartite (business, academic and government) structure. The
first PAFTAD and PBEC meetings were both held in 1968 and that of PECC in 1980.
Although each is an independent institution in terms of purpose, secretariat, budget and
the organisation of separate conventions, each aims to discuss regional economic
cooperation and promote the attainment of further economic prosperity in a mutually

cooperative way.
Aims and approach

As Elek observes, it took more than 25 years for the Asia Pacific region to create the
government economic institution, APEC. The thesis aims to examine how and why the
regional economic institutions in Asia and the Pacific have progressed from the non-
government PAFTAD and PBEC organisations to the inter-governmental APEC
organisation via the quasi-governmental PECC in which government officials participate
in a private cdpacity. This is in sharp contrast to regionalism in Europe, North America,
Latin America, Africa and Southeast Asia, where governments were involved directly in
the initial stage of building regional economic institutions.* One of the reasons the Asia
Pacific region took an incremental approach to the building of economic institutions

appears to lie in the ‘historical experience and the complex motivations and attitudes

3 In this thesis, ‘Asia and the Pacific’ or ‘the Asia Pacific region’ refers to the region which
consists of the current 21 APEC members.

4 They include the North American Free Trade Area (NAFTA), Common Market of the South
(Mercado Comun del Sur; Mercosur), and the Southern African Development Community
(SADC).
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which that experience has created’ (Harris 1994a: 260). The thesis highlights the unique
historical circumstances and background of the region that encouraged regional
countriés to begin with the non-government institutions, PAFTAD and PBEC, laying
the foundation for PECC which, in turn, led to the establishment of APEC.

Former Australian Prime Minister Malcolm Fraser comments:

APEC ... is a creation of a great deal of painstaking effort and diplomacy over
about 20 years. The move for such an organisation has been driven by
politicians in Japan and Australia, by the business community in both countries
and also by linkages between universities. (ustralian, 10 April 1996)

Fraser’s statement regarding the road towards APEC is a springboard to the approach
in this thesis. PAFTAD, PBEC, PECC and APEC were the product of initiatives taken
jointly by Japan and Australia: academics, business people, politicians and officials in
both countries were central to establishing the four regional economic institutions. The
thesis examines how these individuals produced ideas for regional institutions as well as
setting the agenda and undertaking diplomacy to persuade participants to join these
institutions. Their commitment | to creating a new and more government-involved
institution was reflected at each formative stége. The role of each country’s leadership

in the establishment of these institutions is useful for understanding the progress .

towards APEC.

The purpose here is to explore how the Japanese and Australians involved in the process
came to articulate a vision of how to proceed, taking into account the history, attitudes
“and interests of the other countries in the region. Both governments state in the 1995
Joint Declaration on their Partnership that ‘ Australia and Japan are proud of their roles
in the development of a sense of community in the Asia Pacific region.”s The thesis
attempts to explore ‘the development of a sense of community in the Asia Pacific

region’ by examining the ‘roles’ played by Australia and Japan.

Analytical perspective
For progress in international relations to occur, re-evaluation of policy goals and

priorities is necessary, and this depends on the values and ideas of the individuals

3 “Joint Declaration on the Australia-Japan Partnership’, announced by Prime Ministers Kedting
and Murayama in Tokyo, 26 May 1995. ’

3 .



involved. How and why do policy leaders come to change the standard, direction or
purpose of policy? States are frequently assumed to act individually in international
affairs. In fact, the actions of states are the actions of individuals on behalf of the states
to which they belong; it is individuals who formulate the policies. They also create the
norms of state behaviour in international relations and influence world politics.
Individual input into foreign policy making is affected by the positions and roles of

individuals in institutions and their influence in wider external environments. -

Transformations of the international structure, such as the end of the Cold War,
influence change in the foreign policies of states and increasing economic
interdependence among nations has an impact on the emergence of economic regional
institutions. Given the fact that it is policy elites who perceive the change of
international or regional structure surrounding their states and decide how and to what
extent the foreign policy of their states needs to be changed or whether a new policy
needs to be created, it is after all individuals who ‘provide the source of value, and they
are the main standard by which to assess the quality of outcomes in international

relations’ (Adler ef al. 1991: 12).

- This proposition does not ignore the importance of other levels of analysis, such as the
influence of international structure or state interactions on foreign policy making, but it
asserts that a focus on the individual level of analysis of foreign‘ policy is helpful in
clarifying the causal factors impacting on the emergence or alternation of a country’s
foreign policy. In sum, ‘one cannot understand changes in the “macro” structure of
‘world politics without taking micro level variables into account’,® and this requires
acknowledging thé importance of individuals in international relations. The thesis is
based on this analytical approach.‘ From this standpoint, an analysis that links
individuals, especially their ideas and roles, to institution-building to analyse progress in
economic institutions in the Asia Pacific region is required. We need a model to explain
how policy-oriented individuals transform their ideas into the policies of states. A
framework for such a model is set out in Chapter 2. Of particular interest is how policy

is developed through the agendas of international institutions. The model is constructed

6 Kauppi and Viotti 1993: 248 These authors emphasise ‘micro’ level analysis which focuses on
the influence of individuals in international relations by introducing the work of Arnst Haas and
James Rosenau.
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by integrating the thfee hypotheseé of regime formation theory: leadership, common

interests and cognitive evolution.

The thesis identifies a number of individual leaders in Australia and Japan who, by
directing their efforts, knowledge, energy and time, devoted themselves to the lengthy
process of creating APEC over 25 years. The process represents a substantial effort by
eminent people in both countries who played an important, perhaps an essential, part in
bringing APEC to fruition in the late 1980s. The thesis extends the interest in Australia—
Japan relations beyond bilateral affairs to highlight their role in the creation of PBEC,
PAFTAD, PECC and APEC. This is the first substantial work on this aspect of the

Australia-Japan relationship.
Elements of an Asia Pacific economic community: institutional linkages

The four institutions which are the focus of the thesis are linked in purpose and in their
influence on the evolution of APEC, PAFTAD and, to a lésser extent, PBEC. These
institutions can be regarded as forerunners to the .establishment of PECC, just as PECC
can be regarded as the forerunner of APEC. They also share similar goals and common
functions. PBEC, PECC and APEC share the conce;ﬁt of open regionalism,” and thé
principle of maintaining a non-discriminatory and free trade sysfem in the region as well
as intemationélly. PAFTAD is different: it is a network of economic policy researchers
in the region holding regular conferences on specific themes relating to Asia Pacific
economic cooperation, but Asia Pacific interests in the global trading system and open
regionalism are also discussed in PAFTAD. Indeed, ‘much of the current APEC agenda
... has come from the PECC process and is frequently based on work done or initiated
within PECC ... the [APEC] task force mechanisms ... closely follow PECC format’
(Harris 1994b: 17). It is true that once government-to-government talk‘s commenced,
PECC had a limited role in the day-to-day development and management of the process.
Nevertheless, PECC continues to play a significant agenda-setting role — perhaps most
effectively because it is done in a fairly low-key way. For instance, Elek emphasises the

report of sixth PECC Trade Policy Forum in Batam, Indonesia in 1992 as follows:

7 Open regionalism means that trade liberalisation conducted among members is extended to
non-members on the basis of non-discrimination.
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‘almost all of those ideas became conventional wisdom in APEC by 1995 regardless of

little attention being paid to the report by any officials at the time’.?

Interaction among these four regional economic institutions is sustained by overlapping
memberships who share common interests. Both PAFTAD and PBEC dispatch
representatives to the steering committee of PECC, and PECC sends observers to
APEC, the APEC Eminent Persons Group, which influenced APEC’s orientation,
included active members of PAFTAD and PECC; some PBEC members are also‘
represented in the APEC Pacific Business Forum (PBF)° which, in its recent
development as the APEC Business Advisory Committee (ABAC), is expected to play a
role in incorporating business agendas within the APEC framework. PBEC and
PAFTAD also have maintained contact through a full-time official who regularly meets
PAFTAD researchers; the outcomes of each PAFTAD meeting are published annually
and delivered to the PBEC international secretariat. The PAFTAD secretariat comments
in this sense that ‘both organisations are conscious of the synergy of each other’s work
and foster their links’ (PAFTAD Newsleiter, No. 5, December 1989). PBEC has
supplied PECC task forces with personnel, information and data and participated in

PECC sub-committees (PBEC Japan Member Committee, 1995).

When .the first PECC meeting was held in Canberra in 1980, 18 of the participants had
attended the previous PAFTAD conferences. The six original members of the PECC
steering committee were also active PAFTAD members. The Coordinating Group of
PECC consists mainly of researchers who have been involved in a substantial way in the
work of PAFTAD and it was the original PAFTAD network which was relied upon to
develop expertise within the PECC. Accordingly, ‘PECC does not, and should not,
function independently of [PAFTAD and PBEC]; in fact it draws heavily on their
expertise to provide business and research input into its own activities’ (AUSPECC
1985: 7). It can be said that ‘the fingerprints of PAFTAD are all over PECC and APEC’
which, as Hugh Patrick (19963 197), Chairman of PAFTAD, comments, ‘is another Way
of saying that the economists actively involved in PAFTAD have also been playing

& Personal interview, 17 May 1998, Canberra.
? Of 33 members of PBF, 17 were PBEC members.
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major intellectual and policy roles in PECC and APEC in virtually every Asian Pacific

economy’ .10

These personal networks and shared principles have contributed to linking the four
institutions, to sustaining them and to elaborating their purposes. They are also
conducive to strengthening shared beliefs in obtaining consensus and promoting
cooperation, and to sustaining the solidarity necessary for increasing the understanding
of cultural and social differences among members in each institution. These institutions
provide occasions where government officials, business leaders and academics can
strengthen their commitment to economic cooperation by exchanging policy
information, ideas and opinions. These functions engender a sense of community among
all individuals, organisations and states that are engaged in economic cooperation in
Asia and the Pacific. The four regional economic institutions thus constitute the core of
an Asia Pacific economic community which the 1994 EPG Report defines as ‘a like-
minded group that aims to remove barriers to economic exchange among its members in
the interests of all’.!! Their evolution represents the culmination of three decades of

developments in the evolution of an Asia Pacific economic community.

The vresolution and momentum of regional economic cooperation among member ‘sta‘tés
éppear necessary for the successful realisation of the challenging Bogor Declaration.!?
Attaining the goal will be challenging because uncompetitive sectors of each member
state will resist libéralisation. The solid commitment of policies in each APEC member
state to the Bogor Declaration can be created and maintained by the growing sense of
community among them. As Harris (1994b: 12) novtes, ‘achieving a sense of regional

community was itself a major need’. This thesis maintains that this empathy has been

10 The Japan Economic Research Center, which hosted the first PAFTAD conference in 1968,
came to a similar conclusion. The annual report (1 December 1995) had a preface entitled ‘Roots
of APEC’, claiming that PAFTAD has been important in terms of identifying issues and
problems for regional economic cooperation by canvassing expert viewpoints for APEC.

11 EPG 1994: 54. The report states that the term ‘big family’, originating from the Chinese,
captures the concept. It is true that the word ‘community’, attached to regional institutions, has
occasioned controversy since it carries overtones of an inward-looking approach stemming from
the European Community (EC), a view that was expressed by some Asian leaders at the 1993
APEC Seattle Meetings. But the definition of community used here has no connotation of
inwardness or exclusively.

12 The Bogor Declaration, issued by the APEC leaders in 1994, stipulates the deadline for trade
and investment liberalisation: 2010 for developed nations and 2020 for developing countries.

7



gradually formed through the evolution of the four regional economic institutions. This

represents progress in the formation of an Asia Pacific economic community.
Three phases of progress within an Asia Pacific economic community

The development of an Asia Pacific economic community can be divided into the three
phases described in Figure 1. The first phase is the initial stage in .which the non-
government institutions, PBEC and PAFTAD, were established.!3 During this phase, the
non¥government institutions, especially PAFTAD, promoted the need for regional
cooperation through individuals, mariy of whom, as advisers to their governments, had

an influence on foreign economic and trade policy in their own countries.

Figure 1 The three phases in the development of an Asia Pacific economic
' community
Phase I Phase II Phase II
(non-government) (quasi-government) (government)
PBEC & PAFTAD PECC APEC
'1968- 1980- 1989-

These personal networks built through PAFTAD were significant because the
participants nurtured shared beliefs on economic cooperation. Policy discussion based
on shared beliefs could be capitalised on to increase government interest and to
contribute to governments’ taking up the policy recommendationé made in PECC in the
- second phase of Asia Pacific economic community-building. PAFTAD was described in

the following terms: ‘Without the work of a host of ... scholars from a variety of

13 Woods (1993) stresses the importance of the Institute of Pacific Relations (IPR) in terms of its
relevance to the postwar regional economic institutions. Yet, he fails to take account of the vastly
different environments in the prewar and postwar periods in Asia Pacific relations. Also, unlike
the four postwar regional economic institutions, the IPR was not primarily intended as a vehicle
to promote economic cooperation. There are few conspicuous similarities between the IPR and
postwar regional economic institutions. I have not come across any document or statement in
which anyone involved in the establishment of the postwar institutions actually referred to the
IPR. My thesis takes the view that there is no direct causal link between the IPR and the four
postwar regional economic institutions, instead arguing that the establishment of PAFTAD and
PBEC represent the beginnings of an Asia Pacific ecorfomic community.
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countries within the region, consciousness of Pacific economic and governmental

cooperation could not have reached its current level’ (cited in Woods 1993: 41).

PBEC has less policy influence, but is nonetheless significant. Prominent business
people from the countries in the region came through it to articulate potential regional
business opportunities and the significance for business, trade and investment of
regional economic cooperation. In Japaﬁ, where business people play an important role
in formulating economic and trade policy through participating in government
committees, PBEC’s influence may have been indirect but is nonetheless important.14
Business Upeople who support Pacific cooperation influence policy making indirectly or
unofficially. Shigeo Nagano, a founding father of PBEC, often visited the Japanese
Prime Minister’s office to emphasise the significance of Pacific cooperation to Ohira.!®
Apart from Japan, the Chairmen of PBEC’s Member Committees met privately with
George Shultz, US Secretary of State, to talk about Pacific businesé issues in March
1985.16 This may have encouraged Shultz, who proposed a economic grouping in the

Asia Pacific region on more than one occasion in the late 1980s.

As PBEC and PAFTAD are non-government institutions which have not directly
_ influenced state policy, their main function in Phase I was to promote interaction in the
region and to educate the states to recognise the importance of regional economic
cooperation. This function is characterised by a view expressed by the Chairman of
| Mitsui Ba_rik on PBEC which he characterised as ‘an example of business ahead of
government, thereby building a foundation for government to use it’ (cited in Bryant
11975: 82).

Phase II marked the emergence of the quasi-government institution, PECC, which

involvés government officials working in a private capacity. The significant feature of

14 For instance, most members of PBEC in Japan are also members of influential Japanese
business organisations such as Keidanren, Nikkeiren and Keizai Doyukai, and are involved in
some economic deliberation councils.

15 personal interview with Shinji Fukukawa, 15 December 1994, Tokyo. Fukukawa, then a
secretary to Ohira, evaluated Nagano highly, as a businessman with a big vision as shown by his

Pacific community idea. Nagano’s successor, Noboru Goto, also had a long and close relationship
with Prime Minister Nakasone and contributed to Nakasone’s enthusiasm for Pacific cooperation.

16 s touched on in Chapter 8, Shultz proposed the establishment of an Asia Pacific forum to
discuss and survey issues such as transportation, environment and education in Jakarta, in July



PECC is that the poiicy-involved network which had been fostered in PAFTAD and
PBEC was enlarged to include government officials. Even though the status of official
government pafticipants i1s private, academic partiéipants in PECC ‘are acting
politically, being concerned with policy participation, how to pursue their objectives and
how to influence policy decision-making’ (Harris 1994b: 14). Because they were at
different stages of economic develdpment and lacked confidence in their economies, a
number of developing countries in the region were still reluctant to commit themselves
to economic cooperation. But awareness of the interest in economic cooperation among
states was certainly fermenting and gradualism evolved as the style within PECC in the
1980s. PECC acted as an intermediary in encouraging developing countries to accept
the necessity for and significance of ' government economic cooperation, which
materialised later as APEC. Fraser, who launched the PECC initiative, notes that ‘it was
that intermediate step [of PECC], I think, that enabled and encouraged countries other
than Japan and Australia in the region to get used to the idea of some kind of regional

organisation on a government level’.17

In the 1980s developing countries in the region had experienced high economic growth
and had increasingly gained confidence in their economies. -There was growing
economic interdependence within the region and, along with the economic growth of
developing countries, this highlighted the need to improve conditions for regional trade
and investment. In this process PECC helped its participants to gain an understanding of
the importance of regional economic cooperation. Patrick (1996: 199) comments that
‘PECC had succeeded in raising consciousness at governmental as well as at business
and academic levels of the need for supportive policies and arrangements — public
goods — to support and enhance the rapid growth in regional trade, investment, and
.technology transfer’. Cooperation agendas such as harmonising product standards,
improving transport infrastructures and investing in education to stimulate further
growth were often discussed in the PECC working groups. PECC thus could suggest
that ‘the case for regional economic cooperation was becoming more compelling as the
economies of Asia and the Pacific grew and developed’ (Drysdale 1988: 208). These
measures could ohly be achieved with government commitment, and PECC’s role

contributed to APEC’s establishment.

- 1988.There is no evidence, however, to show any linkage between his meetmg w1th PBEC
Chairmen and this proposal.

10



In Phase III, the government institution APEC, which involves ministerial level
participation, was established in 1989, and the involvement of prime ministers and
presidents since 1993 has given APEC a high political profile. The three predecessor
institutions are mechanisms to produce policy-oriented ideas and to familiarise
government ofﬁcials. with the means and methods of economic cooperation, but not to
develop policy itself. Because of the presence of government officials and high level
political leaders, APEC can have whatever agreements it reaches reflected in policy
much more directly, influentially and immediately than can PAFTAD, PBEC and PECC.
APEC’s contribution to economic cooperation, which includes human resources
development and the improvement of trade infrastructure, as well as trade and
investment liberalisation, is potentially much more powerful than the other three

institutions.

At the same time, APEC’s direct impact on state policy does not necessarily marginalise
the other three institutions because interdependent personnel networks in an Asia Pacific
economic community are important to APEC in overcoming some of its structural
problems. For instance, APEC participants from governments frequently leave the
organisation because of bureaucratic appointments; ministeré and leaders have to cope
with matters outside APEC, such as domestic economic policy and political infighting at
home. Some participants do not appreciate the principles which have long been nurtured
through the other three institutions for more than two decades: the importance of
unconditional most favoured nation treatment, gradualism or decisions which are based
on consensus. Some parti‘cipants are apt to seek short-term and self-serving results.
Yamazawa, Japan’s representative to EPG, notes: ‘I think the EPG has been doing what
bureaucrats cannot or are unlikely to do. As bureaucrats have difficulty in going beyond |
the fixed procedures and change their position every few years, few have a big picture
concerning APEC.’1# The roles played by the EPG or PBF, whose membership includes
individuals, many of whom have experience of the other three institutions’ activities, are
important in providing APEC with comprehensive and long-term goals which serve

regional interests.1?

17 Personal interview, 12 October 1995, Canberra.

18 Ppersonal interview, 13 December 1994, Kunitachi.

19 There were some members of EPG, for instance, who\hadAlittle to do with Pacific cooperation
issues. Harris (1994a: 266) argues that ‘in the non-Asian countries, the link between PECC elites
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The Leaders’ Meetings relies on external advisory groups such as the EPG and ABAC
for advice about the procedures of liberalisation and familiarising the APEC agenda.
The role played by advisory groups involving a number of specialists who have studied
and developed interests in regional economies over a long period is recognised as
valuable. Australian Prime Minister, Paul Keating, an enthusiastic proponent of APEC,
commended the EPG reports as a ‘significant source of ideas on which leaders could
draw at the Leaders Meetings’ (AFR, 3 August 1995). EPG and PBF both help to

create consensus among APEC leaders on the APEC agenda.

In sum, it is shared ideas such as open regionalism or commitment to global free trading
systems and shared expertise in institutional settings that strengthen the links among the
core institutions in the Asia Pacific economic community. These elements were a driving

force in fostering progress towards APEC.
Thesis outline

Each Asia Pacific institution had distinctive origins. What were the common elements
frorﬁ_ which generalisations can be made? In Chapter 2 the institution-building medel is
developed in an attempt to analyse the formation of each institution. Following the three
approaches to regime formation, power-oriented, interest-oriented and knowledge-
oriented, three conditions necessary for creating a new institution can be identified: the
presence of leaders, common interests among potential participants and shared beliefs in
and understanding of causal mechanisms. The model, which has six stages, involves
linking these three conditions and explaining how they coalesce to form the institution.
The model is developed from the cognitive evolution theory advocated by Adler (1991),
which specifies vthe process of policy development on the basis of collective

understanding that influences government.

In the innovation stage, policy-oriented individuals (including academics, bureaucrats
and politicians) generate basic ideas defined as the unmodified and original policy-

oriented beliefs which will shape the ultimate policy. In the refinement stage, the basic

and those involved with APEC is weak or non-existent, whereas in the Asian countries they are
generally strong, with many of the same people involved in both institutions’.
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ideas are refined for adoption by the decision makers as policy in the selection stage. In
the adjustment stage, individuals from leader states attempt to reach consensus among
the potential participants of institutions by harmonising their own interests with those of
others. In the demonstration stage, they issue institutional blueprints which represent a
new institution’s structure and future direction. In the negotiation stage, representatives
of leader countries exercise diplomacy to persuade other countries to join the
institutions which they hope to establish. The thesis attempts to appfy this six-stage
model to analysing the formative process of the four regional economic institutions in

which J apanese and Australians played a prominent role.

The central element in the institution-building model is leadership. An understanding of
the historical backdrop to Japan’s and Australia’s interests in Asia Pacific regionalism is
necessary to analyse both governments’ leadership role in PECC, the focus of Chapter
7. PECC was a new regional institution, and contrasted with earlier models such as the
~ Colombo Plan, SEATO and ADB owing to its primary objective to pfomote closer
economic integration in the region. Chdpters 3 and 4 review the evolution of each
government’s ideas and approachés to Asia Pacific regionalism in the postwar era. This
histdrical' investigation is useful in gaining an understanding of how both countries
arrived at a new interpretation of Asia Pacific regionalism and how both countries

translated this new interpretation into the establishment of PECC.

Japan’s approach to Asia Pacific regionalism was based on its overall foreign'p‘olicy
objectives and these objectives evolved over four primé ministerships: Kishi and Ikeda
(1957-64), Sato (1964472) Tanaka (1972-74) and Miki and Fukuda (1974-78). The
first period focused on economic recovery and catching up with the West; the second on |
entrenching Japan’s position as an ally of the United States; the third saw the
implementation of a diplomacy that was autonomous from the United States; and the
fourth on improving relations with ASEAN. These different foreign pbolicy priorities
resulted in different approaches to Asia Pacific regionalism. Importantly, during these
periods, Japan was establishing the prerequisites for the leadership it later came to
exercise in PECC. Japan’s economic strength allowed it to make substahtial'
contributions to Asian development and helped Japan gain credibility and improve
relations with ASEAN. These were favourable conditions for Ohira’s launch of the

Pacific Basin Concept.
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Chapter 4 focuses on the evolution of Australia’s ideas and approaches from 1949 to
1975, when Australia gradually changed its view of the Asia Pacific region from seeing
it as an unstable region and a vital threat to Australia’s security, to an important market,
and a key to its prosperity. This transformation took place over three periods: the
Menzies era (1949-66), the post-Menzies era (1966—72) and the Whitlam years
(1972-75). The economic aspects of foreign policy became increasingly important for
Australia and influenced its Asia Pacific policy over these three periods. In the process
of this paradigm shift in Australian views of the region, Australian prime ministers
gradually committed themselves to a diplomacy in Southeast Asia that was conducive to
establishing favourable relations with ASEAN. As Chapter 4 demonstrates, these two

points were important preconditions for Australia’s leadership role in PECC.

Chapter 5 extends the discussion in Chapter 2 by focusing on the factors that led
Australia and Japan to cooperate in the establishment of these regional economic
institutions. The chapter attempts to establish why both countries were able to forge a
~ partnership in an Asia Pacific economic community. After reviewing the improvement in
postwar bilateral relations, a prerequisite for the pértnefship, the chapter identifies three
elements of the partnership in institution-building. They are 1) shared interests in
building institutions of regional economic cooperaﬁon, 2) power complementarity
between the two countries compensating for their respective diplomatic shortcomings
and enhancing their leadership capabilities; and 3) a corps of influential policy people
working for regional economic cooperation who nurtured policy networks between the ’

two countries at various levels.

Chapter 6 focuses on the first phas’e of Asia Pacific economic institution-building
through the formation of PBEC and PAFTAD. The chapfer first discusses the basic
ideas of Kiyoshi Kojima, Saburo Okita and Takeo Miki for PAFTAD, and of Shigeo
Nagano and R.W.C. Anderson for PBEC, and explains what influenced their basic ideas
in the innovation stage and how they were implemented to create PAFTAD and PBEC.
It then turns to leadership roles in establishing PAFTAD and PBEC, including

* diplomacy and the impact of their ‘institutional blueprints’ on the potential participants.
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Chapter 7 deals with ’:he formation éf PECC, the quasi-government regional economic
cooperation body, as the second phase of progress in the development of an Asia Pacific
economic community. Starting with Prime Minister Ohira’s basic ideas and those
developed by his Pacific Basin Study Group and the Nomura Research Institute,
individual ideas, especially those of Saburo Okita, Malcolm Fraser, J ohn Crawford and
Peter Drysdale, were also crucial. These ideas were refined in the formation of PECC
(the refinement stage) and both prime ministers, Ohira and Fraser, adopted them later
(the selection stage). Australian diplomatic endeavours and Japanese cooperation in
organising the Canberra Seminar, the first meeting of PECC held in September 1980,

are also discussed.

Chapter 8 focuses on the ori'gins of APEC, the third phase of the progress. The
discussion begins with analysing the basic ideaé on an inter-governmental regional
economic institution: these were generated by Australian Prime Minister Bob Hawke,
his Prime Minister’s Office, DFAT and the Japanese Ministry of International Trade and
Industry. ft focuses on the process of refinement of their basic ideas and clarifies the
factors directly encouraging Hawke» to announce his APEC proposal in Seoul in January
1989 (the selection stage). The focus then shifts to the stages of diplomacy, adjustment
and demonstration where both countries coordinated their approaches and made efforts

towards the organisation of the first APEC meeting in Canberra in November 1989.

The concluding chapter firstly revieWs the central question of the thesis: how and why
‘progress’ ih the development 6f an Asia Pacific economic commuhity grew from the
non-governmental PAFTAD and PBEC organisations, to the inter-g’ovemniental APEC
 forums through the quasi-governmental PECC. It argues that a significant theoretical
ifnplication of the ‘progress’ is the promotion of ‘institutional identity’, increasingly
entrenched in the progress, in Asia Pacific economic cooperatioh. Secondly, the chapter
examines the role of the Australia—Japan partnership in building economic institutions in
Asia and the Pacific, and highlights the features of the diplomatic partnership. Finally, it
evaluates the application of the institution-building model to the formation of economic
institutions in Asia and the Pacific. It concludes that the claims of the three dominant
schools of international regime formation are all relevant in the case 6f Asia Pacific

economic cooperation, and that the three elements are interlinked.
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2  Leadership, common interests, cognitive evolution and

“international institution-building

Progress in international relations has simple but important requirements: ‘it is necessary
only that the ways by which states pursue their interests change in a tha.nner that leads
to less violent conflict among states, less poverty, and fewer human rights violations’
(Adler ef al. 1991: 14). ‘Progress’ in an Asia Pacific economic community involves the
gradual engagement of governments in regional economic institutions with the potential
to make progress in international relations. This chapter explores the elements important
to international institution-building and a model is deveioped to analyse them. The
model addresses the question of how international institutions have been built. It is
designed to shed light on the origins of each institution, what caused these institutions
to emerge, and what was the background behind the overall progress in an Asia Pacific |
economic community, from PAFTAD and PBEC (Phase T) to APEC (Phase III) via
PECC (Phase IT). ‘

To understand how international institutions of the kind that have emérged in the Asia
Pacific region are formed, it is helpful to draw upon three main streams in the literature
on the theory of international regime formation. These stress power, interests and ideas,
respectively. The stream in the literature which stresses power is associated with the
study of the role of hegemony in the establishment of institutions. Analysis of
participants’ interests seeks to explain why participants join institutions. Ideas are
important in creating shared beliefs and understandings. The role of ideas is related to
the notion that ‘cooperation is affected by perception and misperception, the capacity to
process information and learning’ (Haggard and Simmons 1987: 510). Yet it is not clear
how these three elements of an international institution formation are related, which is
the most influential at particuiar stages of formation and under what conditions t‘his‘

occurs. What follows is an attempt to clarify these relationships.

International institutions and international regimes are similar and some scholars of
international relations use both terms interchangeably (Kahler 1995 and Mearshimer

1994-95). International regimes, following Krasner"s definition, are sets of ‘principles,
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norms, rules, and decision-making procedures around which actors’ expectations
converge in a given issue-area’ of international relations (Krasner 1983:1). Keohane, on
the other hand, defines international institutions as ‘persistent and connected sets of
rules (formal and informal) that prescribe behavioural rules, constrain activity, and shape

expectations’. He regards international regimes as a form of international institution.!

Here the four organisations, the formation of which is the subject of the thesis, are
called international institutions, although a number of scholars have confined the
application of international regime theory to analysing APEC’s activities, given its role
as the most advanced regional institution in terms of government involvement. The crux
of the analysis of international regimes is the explanation of how they influence
international behaviour or become to some extent or other, a ‘binding force’ in state
policy. This notion of a ‘binding force’ is fundamental to the idea of international
regimes. Recent studies in applying regime theory to APEC suggest that APEC is at
best a weak regime,? due to its non-binding character. For instance, although the APEC
Bogor Declaration commits developing APEC economies to achieving free trade and
investment in the Asia Pacific region no latef than 2020, it does not stipulate any legal
- compulsion or binding force to achieve this objective. From this perspective, it may not
| be appropriate to regard APEC and the other three non-government regional economié
entities as international regimes. Yet as Keohane (1993a: 31) insists, ‘defining
characteristics of regimes should not be central subjects for theoretical and empirical
investigation’. Rather, the essence of international regimes and institutions lies in their
function to promote international cooperation. Keohane (1984: 50-1) defines this as
occurring ‘when actors adjust their behaviour to the actual or anticipated preferences of

others, through a process of policy coordination’# and this definition is adopted by some

1 Keohane (1989: 3—4) classifies international institutions as: 1) formal inter-governmentat or
cross-national non-governmental organisations, 2) international regimes and 3) conventions.

2 See Crone 1993, Higgott 1993, Aggarwal 1994 and Kahler 1995. According to the
classification of regimes defined by Levy et al. (1995: 272), APEC can be categorised as a ‘tacit
regime’.

3 This probably originated from APEC’s character involving both developing and developed
countriecs. PBEC, PAFTAD and PECC have certainly proposed- a number of policy
recommendations, but it has been left to participating states to decide whether or not to follow
these recommendations. ‘ v

4 The definition of ‘policy coordination’ employed by Keohane in this context is borrowed from
Lindblom (1965: 227) “a set of decisions is coordinated if adjustments have been made in them,
such that the adverse consequences of any one decision for other decisions are to a degree and in
some frequency avoided, reduced, or counterbalanced or overweighed’. Yet it should be noted
that ‘policy coordination’ in the field of economics generally means ‘the international
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scholars in the field of international relations.’ Applying this definition to the field of
Asia Pacific economic cooperation, one could say that policy coordination includes
exchanging information, creating data or projecting policy recommendations in ‘the
development of common or mutually consistent approaches to such matters as trade
policy, foreign investment policy, aid policy, structural adjustment policy and

commercial policy’ (Drysdale 1988: 220).

Yet Kahler (1994: 26) suggests that ‘it is not clear that there is a direct and continuous
relationship between institutions and cooperation, that is, that more institutionalisation
produces more (and predictable and robust) cooperation’. The definition of cooperation
certainly depends on what kind of policy the participants seek to coordinate through the
development of institutions. Cooperation within Asia Pacific economic institutions is not
necessarily the same as that within Kahler’s image of institutions which are ‘top down,
contractual, and inter-governmental in form’. Kahler’s image of international institutions
s likely to stem from Western institutions where the objectives are generally economic
integration involving legally binding force. This is not a goal even for inter-
governmental cooperation in the Asia Pacific region where cooperation is more tacit
and implicif than in Europe and North America. For example, cooperation within non-
or quasi-government institutions like PBEC, PAFTAD and PECC is focused on fhe
development of common economic policy approaches. The early stages of the APEC
process in which liberalisation agendas were absent and negotiations were not
conducted to coordinate different policies were also characterised by this fdrm of
cooperation. Given the differences in values, rules, economic and political systems,
social understandings and national aspirations in the Asia Pacific region, cooperative
processes and institutions encompass a broader range of cooperative activities than

those in Europe and America, which have a legal institutional base.6 The concept of

coordination of monetary and fiscal policy, or the management of the exchange rate and the

.. international monetary system’ (Drysdale 1988: 220). APEC has not developed to the extent that
it can coordinate monetary policy.

3> This definition has been adopted by a number of scholars, such as Kenneth Oye, Joseph Grieco
and Peter Haas (Milner 1992).

6 Harris (1994a: 260) criticises the application of a concept that is more apphcable to Western
Europe than to the Asia Pacific region: ‘the existing international relations and economic
literature concerned with cooperation has been predominantly focused on global and western
European economic institutions. This literature suggests that there is a need not just for common
rules and understandings, but also for ways to limit free-riding and defection. But the relevance
of this literature for cooperation in the Asia Pacific region is questionable.’
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cooperation, the core objective of international institutions, which focuses on the

development of common policy perceptions is more relevant to the Asia Pacific region.
Three approaches to international regime formation

The three dominant approaches to the study of international regime formation — based
on the importance of power, interests and ideas — are summarised to demonstrate how
they can be integrated in constructing a model of international institution-building and to

identify their shortcomings.

Power-based approach

The power-based approach is borrowed from the hegemonic stability theory which
‘holds that hegemonic structures of power, dominated by a single country, are most
conducive to the development of strong international regimes whose rules are relatively
precise and well obeyed’ (Keohane 1989: 75). From this perspective, regimes are
formed and maintained in the presence- of the hegemon.” This theory asserts that the
creation, maintenance and decline of regimes are contingent upon the he_gemon’é ability
and willingness, and that the interests of the hegemon determines the norms and rules of
the regime. This kind of hegemonic leadership was exercised by the United States to
establish the Bretton Woods and GATT system. Hegemonic stability theory does not
explain the fact that the although United States alone could be regardéd as a hegemon in
Asia and the. Pacific in the 1960s, 70s and 80s, no strong regime or institution emerged
in that time. This may be because the United States was so dominant in military and
economic spheres, compared with the other countries, that it preferred to manage
regional security ahd economic issues on a bilateral basis and was ‘hostile ... to
initiatives that might undermine its cehtral place in thev_cold war bilateral arrangements

of the region ... (Kahler 1995: 112).

The United States did not rely on a multilateral approach in Asia and the Pacific because
it could exercise its influence on other countries more directly and easily through

bilateral rather than multilateral arrangements. The fact that Asia Pacific institutions

7 Hegemony can be defined as a situation in which ‘a single powerful state controls or dominates
the lesser states in the system’ (Gilpin 1981: 144) or, in more detail, as ‘being able to dictate, or
at least dominate, the rules and arrangements by which international relations, political and
economic, are conducted’ (Goldstein 1988: 357). i
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began to flourish after the decline of US hegemonic power in the Asia Pacific region

appears contrary to the theory.?

The theoretical significance of institution-building in this approach is the existence and
activity of leadership. Leadership is necessary for the creation of international
institutions, but institution-building rhay not necessarily require ‘hegemonic’ leadership
implying leadership exercised through the imposition of will and measurable
materialistic dominance over others. Kindleberger, a major advocate of the hegemonic
stability theory, used the term ‘leadership’ instead of ‘hegemon’, arguing that ‘it is
possible to lead without arm-twisting, to act responsibly.without pushing and shoving
other countries’.? In stressing the necessity of leadership for institution-building, the
notion of followership, which means that other countries in an international institution
follow or support what the leader does, becomes crucial. There seem to be two
elements of leadership which encourage followership: the power to have others do what
they otherwise would not do readily and the benevolence required to incorporate the
followers’ interests into institutions. In both fespec_ts, it is the ieaders’ interests that lead
the creation of international instituti;ms and norms or objectives are reflected by leaders™

preferences and interests in forming the institution.

Russett and Starr (1996: 120) comment that coercive power based on material
superiority is a ‘crude form of influence’ which ‘is relatively rare in the vast web of daily
interactions’. Also, the forced imposition of will in international institutions or forums
tends to invite resistance from others, which coalesces in the form of a blocking power
in opposition to hegemonic pretensions (Young 1994: 89). Any international institution
takes a form of ‘multilateralism when more than two countries seek to adjust their -

activities or policies to gain joint benefits.!® Therefore a coalition of countries which are

8 Patrick (1996: 198) comments that ‘it was not until the beginning of the second Reagan
administration that Secretary of States Shultz specifically endorsed a regional approach to Asia
Pacific economic cooperation and arranged for active participation, for the first time, of the US
government in PECC’. '

9 Kindleberger (1986: 841) referred to the term hegemony as making him ‘uncomfortable
because of its overtones of force, threat, pressure’. He also set out five conditions as a leader for
stabilising the world economy: to furnish an outlet for distress goods; to maintain the flow of
capital to potential borrowers; to serve as a lender of last resort in financial crisis; to maintain a
structure of exchange rates; and to coordinate macroeconomic policies. The conditions for
leadership, however, seem too strict for any country to fulfil in contemporary international
relations. Also, see Kindleberger 1973, Chapter 14.

10 Ruggie (1995: 14) in this context argues that ‘the term multilateral is an adjective that
modifies the noun “institution”. Thus, multilateralism depicts a generic institutional form in
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opposed to a leader would threaten the institution’s viability. The leader prefers to
negotiate rather than run the risk of an institution’s collapse through imposing its will by
force. The leader is expected to adjust its interests with those of others to gain support
for an international institution which is a way of making ‘its power legitimate in the eyes

of others’, so that it ‘will encounter less resistance to its wishes.’!!

Interest-based elements
The necessity of harmonising the leader’s interests with those of others validates the
interest-based approach to institution-building. The power-based hypothesis is useful in
explaining how leaders endeavour to create international institutions on the basis of their
interests, but it highlights only the supply side of international institution-building and
fails to explain the demand side — the followers’ interests in joining such an institution.
The interest-based hypothesis is better suited to analysing why others join and is based
on the proposition that ‘international regimes arise from the interaction of self-interested
parties endeavouring to coordinate their behaviour to reap joint gains that may, but need
not, take the form of -public goods’ (Young and Osherenko 1993: 249). Institution
formation, development, changes and stability depend on participants’ expectations of,
and satisfaction with, benefits acquired from the institution itself. Keohane (1993b: 274)
notes that ‘facing dilemmas of coordination and collaboraﬁon under conditions of
interdependence, governments demand international institutions to enable them to
achieve their interests through limited collective action’. This assertion is useful in
explaining why potential participants join international institutions and what factors
contribute to reinforcing them. In as much as international institutions are established to

achieve certain objectives, there must be interests behind their establishment.

Knowledge-based elements

Interest-based elements are useful for understanding the interests of participants in
institutions, but help little in clarifying why the participants come to share such interests
in joining and how and where institutions are created. Knbwledge-based elements, |

which emphasise ideas and knowledge as explanatory variables, are useful for explaining

international relations ... multilateralism is an institutional form which coordinates relations

among three or more states on the basis of “generalised principles of conduct”.’

1T Nye (1990: 31-32). Nye stresses the value of the institutions that encourage other states to

channel or limit their activities in ways the dominant state prefers, because the dominant state
may not need as many costly exercises of coercive or hard power in the bargaining situation.
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the definition and evaluation that ‘shared beliefs, understandings of causal mechanisms,
and values among the relevant parties as well as identifiable communities, including
epistemic communities and advocacy organisations that arise to propagate this
knowledge are important determinants of regime formation’ (Young and Osherenko
1994: 250). In other words, the formation of international regimes is contingent on
‘actors’ perception of international problems’ which are partly ‘produced by their causal
and normative beliefs’ (Rittberger et al. 1997: 137). Shared understanding, values or
expectations on international issues encourage participants to cooperate in forming an
international institution. Increasingly, complicated international relations may render
states unclear about their interests; decision makers in states tend to have difficulties
| converting vague and indefinite state interests into concrete and definite means and
aims. In such a situation, epistemic communities, defined as ‘networks of knowledge-
based communities with an authoritative claim to policy-relevant knowledge within their
domain of expertise’ (Haas 1993: 180) can provide advice, guidance or information for
policy makers. By reducing uncertainty for policy makers, such professional groups can
inﬂuénce policy making, leading professionals to reflect upon their aims. If consensual
knowledge or inter-subjective understanding is shaped and spread by professional

- transnational networks, states can be more cooperative and thus reach agreement more

' easily'_ '

These considerations led Adler to invent the notion of cognitive evolution, which is
defined as ‘the process of innovation and political selection, occurring mainly within and
between institutional settings, that creates the “objective” collective understanding that
informs the interests of government’ (Adler 1991: 54). Cognitive evoluﬁon is divided
into three stages: innovation, selection and diffusion. Innovation “occurs when new
meanings and interpretations are generated by individuals within institutional
structures’; selection means that ‘the actors, structures and processes of the political
system determine which expectations and values are turned into policies’ (Adler 1991:
54). These two stagés converge in making ‘foreign policy’,' which Adler defines as the
process where by ‘intellectual innovations are carried by domestic institutions and
selected by pdlitical processes to become the descriptive and normative set of
understandings of what it takes to advance the nation’s power, influence, and wealth’
(Adler 1991: 50). The third stage is diffusion, which refers to ‘the spread of

expectations and values to other nations’ (Adler 1991: 56) through agenda setting or
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negotiation. This is important in cognitive evolution, which focuses on how nations
‘react . quite differently to similar material circumstances because of fundamental
differences in normative beliefs about policies’ (Goldstein and Keohane 1993: 16). To
carry out successful institution-building it may thus be necessary for nations to share

similar ideas, enabling them to pursue common interests.
Principles of the institution-building model

While none of the above three approaches is sufficient by itself, each makes an
important contribution to understanding regime formation and institution-building from
a different analytical angle. The problem highlighted by attempting to use these
approaches as individually self-sufficient converges on the subject of ‘level of analysis’,
which Buzan (1995: 199) argues ‘is about how to identify and treat different types of
location in which sources of explanation for observed phenomena can be found’. For
 instance, the power-based approach refers to the superior position and statds of a leader
state which influences decisions regarding the norms and the structure of institutions.
The interest-based approach focuses on.interactioné among states on the basis of
common interests. The knowledge-based approach deals with individual roles in
creating policy-oriented ideas which become a foundation for the establishment of the
institution. The question here is how each approach links with the other, a question
often posed in regime theory literature.!2 The three approaches to regime formation lack
analytical connection and thus it is not clear how they relate in understanding the
process of institution-building. If all three elements weré associated with the formation
Qf an international institution, one would need tools to explore how the elements
interact and each might be applied simultaneously to explain institution-building.
International relations could be better understood with a multifaceted approach of the
type presented here rather than relying on a single explanation. Kahler (1995: 10) argues
that ‘teasing apart iﬁterests-based and knowledge-based epranations is ‘difﬁcult", and
Krasner states that ‘politically relevant ideas are not formulated independently of
interests and power’ (cited in Goldstein and Keohane 1993: 13). Various causal
compdnents are, as Kahler and Krasner argue above, normélly intermingled in the

_ international arena in complicated cause and effect relationships in the building of

12 This same kind of basic question is ralsed by Haggard and Simmons 1987: 512, Tooza 1990:
206 and Hurrell 1995: 72.
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international institutions. Young (1994: 28) maintains that ‘single-factor accounts are
severely limited in explaining the formation of an infernational governance system. The
challenge before us, then, is to devise a multivariate model of the (re)formation of
international institutions.’” The attempt to construct an institution-building model by

integrating the three approaches is a response to the challenge set out by Young.

The ultimate basis for integrating the three approaches in constructing the institution-
building model lies in the proposition by Hafcis (1990: 12) that ‘we are entitled to hold
that interests can be (but need not be) informed by available knowledge, and that power
is normally used to translate knowiedge-informed interests into policy and
programmes’. Goldstein and Keohane (1995: 13) agree with Haas and comment that
‘policy outcomes can be explained only when interests and power are combined with a
rich understanding of human beliefs’. I thus incorporate the three principles, derived
from these respective approaches in defining the configuration of a mod'el of institution-

building, and discuss its features below.

First, there is the need for leaderShip, according to the powérabase’d' approach. This
stems from the assumption that an institution does noi simply emerge and that it is
highly unlikely for all potential members of an institution to possess the same willingness
to join simultaneously without leaders who take the initiative. Second, there is the
existence of common interests among the potential members. The leader’s interest in
institution-building needs to be linked with problems common to the potential
participants which the institution is designed to resolve. This is vbecause. ‘no
collaboration is conceivable except on the basis of explicit articulated interests’ (Haas
1990: 2), as the interests-based approach suggests. Third, there is the need to provide
intellectual fqundatidns. Interests "éanriot be articulated vwithout. values’ (Hass 1990: 2),
as the knowledge-based approach suggests, and ideas need to be transformed to serve
common interests among the members. These three elements are integrated to construct

a model of institution-building.

The significance of leadership
The need for leadership is a central tenet in this model of institution-building. Leaders
are the founders of institutions and determine the basic lines and purpbse of institutions,

including their agendas and the potential members on the basis of the leaders’
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understanding about the environment in which the institutions are established and the
nature of their mission. This requires collaborative action with the other participants
(Haas 1990: 2 and Reiter 1996: 30). For instance, the United States, the most powerful
country in the region, hosted the 1993 APEC Seattle Meeting and successfully
transformed it into an institution which would prosecute trade and investment
liberalisation. Yet a legally binding force , which some in the United States wished to
incorporate into the APEC principle, has yet to be agreed.!* Voluntary commitment to
agreements reached in APEC based on consensus among members is an important
criterion that Japan and Australia, the leaders in initiating APEC, embedded at APEC’s
inception as they took into account the preferences of developing countries in the
region. Yamazawa, Japan’s representativé at the APEC. EPG, comments that ‘some
characteristics of PECC such as open regionalism or a flexible procedure are
attributable to Japanese leaders such as Saburo Okita. These features which were
instigated by the Japanese are also embedded in APEC.’14 Gareth Evans, former
Australian Foreign Miniéter, notes that in the early stages of APEC such an informal
approach ‘suited the moo’d of the participants, the great majbrity of whom, including
Australia, were well content to let these things evolve naturally rather than forcing the
pace’ (Evans and Grant 1991: 125-26). What distinguishes APEC from international
institutions like the IMF, GATT or NAFTA is that the United‘States did not asSumg |
leadership in creating the institution. These three institutions incorporate a binding force
in their agreements. The APEC norms do not necessarily conform to the approach
usually associated with the United States, and tend to follow the preferences of Japan
and Australia, taking into account opinions of other APEC members, especially those

from East Asia. »

While the authority of leaders introduces an institution’s norms, there is also the task of '
incorporating followers’ interests into institutions. MacGregor-Burns (1978: 19)
emphasises the leader—follower relationship and defines leadership as ‘leaders inducing
followers to act for certain goals that represent the values and the motivations — the

wants and the needs, the aspirations and the expectations — of both leaders and

13- Among the members, for example, it was only the United States that sought to insist,
unsuccessfully, on the necessity of binding force being incorporated into the APEC Investment
Code that was discussed at the 1994 APEC Indonesia Meeting.

14 Personal interview, 13 December 1994, Kunitachi.
25



followers’.!5 Following this definition of leadership, we may claim the crux of leadership
centres on the skills of leaders in persuasion, guidance, cajolery and coaxing to ‘produce
cooperation wherein followers defer to a leader’s conception of a particular aspect of
their relationship” (Wiener 1995: 225). Leadership thus rests on the capability to ‘direct
other peoples’ behaviour’ to promote collective goals, which Malnes (1995: 93) calls

directional leadership.

Foundations for leadership _

Leadership can be exerted only when a leader has the capacity and the willingness, as
well as the ability to operate in an appropriate and favourable environment. Capacity is
equivalent to power; willingness rests on interests in creating an institution and a
favourable environment is related to stable relationships with other member countries. A
favourable environment also depends on the leaders’ credibility among followers, and
on the other countries’ interests in the institution. Even if leaders were willing, they
would hesitate or find it difficult to assume leadership without sufficient power and a

favourable environment.

A leader’s possession of ‘hard power’ such as military strength and economic prowess
is certainly useful in making followers conform with its prdposal for security or an
economic institution. Yet even if leaders do not wield power based on their material
. dominance, other countries may follow voluntarily if they judge it to-their advantage and
if they perceive leaders’ capabilities and intentions as suitable. This is because ‘influence
is a partly psychological phenomenon’ (Russett and Starr 1996: 118). By conforming to
leaders’ wishes, followers may expect leaders to protect them on the basis of military
strength or to provide aid or absorb more imports on the basis of economic power.
Malnes (1995: 98) argues that ‘directional leadership presupposes voluntary compliance
- on the part of followers’. Yet if some parties are forced to sacrifice their interests for
collective goals in negotiations over trade or territories, voluntary compliance is
unlikely. If leaders with superior material resources impose- their will on others in
forming an international institution, it would be very costly because this forced sacrifice
could lead to resistance and reduce cooperation. In institution-building, the crucial point

is whether followers join leaders’ international institutions or not; bargaining or

15 MacGregor-Burns (1978: 19) writes that leadership is ‘inseparable from followers’ needs and
goals’, '
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manoeuvring in negotiations is rarely necessary and confrontation is minimal. Dominant
countries must know the other countries’ preferences and incorporate them in planning
strategies or come to a compromise. Nye (1990: 31) calls this cooperative power and it
hinges on ‘the attraction of one’s ideas or on the ability to set the political agendas in a
way that shapes the preferences that others express’. Cooperative power is a key
element in leader—follower relations in institution-building, in which leaders endeavour
to get followers to join the international institution that leaders hope to create. The
capacity to create such cooperative power is partly contingent upon knowledge of the

issues at stake.

.Knowledge connected with ‘cboperative power’ can be produced by epistemic
communities through their accumulation of expertise on specific policy. Knowledge of
policy gained over a long period is important to the leader country because knowledge
can bolster consistent and strong interests in building institutions. Policy-oriented
experts in the leader states specialising in the policy area over time can take initiatives
and play an important role in institution-building. This denotes knowledge as a source of
power. Those experts’ energy and proximity to government seem to be crucial in
“ transforming policy-oriented ideas into sources of power, enabling individuals from a
leaderv state to assume leadership in establishing institutions. Many of the memberé of
epistemic communities are pioneers and long-standing experts on the issues with which

international institutions are concerned.

To exercise a leadership role is frequently costly and difficult, as US Secretary of State,
James Baker (1989) was aware: ‘there is nothing more difficult to take in hand, more
perilous to conduct, more uncertain in its success, than to take the lead in the
introduction of a new order of things’. Leadership requires leader states to spend time,
energy and capital and to run the risk of losing international prestige if they fail. This
costly leadership exercise requires strong interests in leader countries relevant to
institution-building. A leader should feel at least that ‘controlling the (followers) will
bring benefits and that these benefits will outweigh any potential costs [it] may pay for

the influence attempt.’16
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Leaders’ interests in establishing international institutions are partly based on their
learning achievement in which leaders interpret reality anew and reflect the
interpretation in their foreign policy, because to establish an entity, including an
international institution, is an initiative which needs new ideas and behaviours. Learning
is a ‘creative process by which individuals and organisations re-evaluate cause—effect
relationships and arrive at new interpretations of the social world; these interpretations
are then ejected back into the historical process, where they affect poliﬁcal action and
events’ (Adler 1991: 46—47). Such ‘new interpretation of the social world’ can be used
to create an international institution to solve problems which old institutions cannot
handle or resolve. For instance, PECC was a new regional economic institution that
differed from other government-involved regional institutions such as the Colombo
Plan, the South East Asian Treaty Organisation (SEATO), the Asian Pacific Council
(ASPAC), and the Asian Development Bank (ADB) in Asia and the Pacific!” in that it
was economic-centred and focused on facilitation of regional trade and investment.
- Japan and Australia as leaders arrived at this interpretation of building regionalism, as

will be highlighted in Chapters 3 and 4, respectively.

A favourable environment is an important element in determining a leader’s willingness
to lead. As suggested abové, the essence of leadership lies in interactions between
leaders and followers, whose motivations vary, in pursuit of common purposes. If the
leader country has a good relationship with its followers, it is easier for the leader
country to get them to conform. Leaders’ good relations with followers are instrumental
in creating a collective understanding of international relations between them, which
makes it easier for leaders to establish an international institution. Good relations with
followers are relevant to a leader’s reputation among followers, which is related to ‘the
degree to which its past behaviour affects expectations regarding its present and future
behaviour’ (Rothgeb 1993: 31). Sound diplomatic interaction with potential participants
and common institutions where leaders and followers participate also help leader states

understand others’ desires to create an attractive plan of the institution.

16 Rothgeb 1993: 29. The United States’ leadership in creating the Bretton Woods and GATT
system exemplified this. It was in the strong interests of the United States which ‘had ideological,
political, and strategic motives to seek a liberal world economy’ (Gilpin 1987: 90).

17" According to Palmer (1991), these institutions are categorlsed as old regionalism while PECC
is termed as new regionalism.

28



Joint leadership

There will be instances where no one country is able to meet the three criteria for
leadership in institution-building: capability, willingness and a favourable environment.
It may, however, be possible that two or more countries can compensate for the other’s
shortcomings, enhance each other’s leadership capability and take joint leadership. To
succeed, joint leadership requires certain conditions. Joint leaders should have common
interests in forming an institution; they- should communicate with each other at a
government level about relevant issues; and they need to maintain good relationships to
minimise political disputes. They also need to allocate time and energy to discussions
about relevant policies and have inﬂuential policy-oriented experts such as epistemic
communities who have a network of counterparts in each country: In Chapter 5, these
hypotheses will be tested in the case of the joint leadership of Australia and Japan in

building the four Asia Pacific economic institutions.

Individual leadership

The argument about leadership has so far focused only on ‘state-level’ leadership, but
analysis of ‘individual’ leadership is also crucial in institution-building. Individual
leadership, which is ‘oriented towards organising action’ (Wiener 1995: 222-23) with
cognitive resources such as competence, knoWledge or skill (Malnes 1995: 96), points
to human activities. State leadership does not explain how a leader leads, simply
because a state itself cannot think, speak and move. It is individuals who generate ideas
for the establishment of institutions. A framework to analyse institution-building needs
to incorporate an examination of the nature of an individual leader’s role. Recognising
this leads to a more accurate and realistic understanding of the process of institution-
building. Yet examination of state leadership is also useful in discovering why individual
leaders are driven to establish a govérnment institution, since their activities as state
agents are dominated by their governments’ interests in the institution. Each level of

leadership has its own role:

Young (1991) introduces three types of individual leadership - structural,
entrepreneurial and intellectual — in the process he calls institutional bargaining, in which
autonomous participants interact to reach an agreement over cbntfacts, rights or rules
concerning an international institution. Structural leadership involves leaders who

translate the possession of material resources into bargaining leverage in negotiations
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over the establishmentpof intemationa.l institutions. Entrepreneurial leadership relies on
negotiation skills to set the agenda, initiate bargaining solutions or facilitate agreements,
especially for focuéing and targeting their own interests. Intellectual leadership develops
ideas for participants to understand the issues at stake and ‘to orient their thinking about
options available to come to terms with these issues’ (Young 1991: 288). In this
context, a leader is a ‘representative of one of the parties to the process of regime
formation who, desiring to see a regime emerge and realising that imposition is not
feasible, undertakes to use structural resources to craft attractive institutional

arrangements and to persuade others to join forces in support of such arrangement’ .18

Young’s classification of leadership attributes helps in categorising individual leadership
roles in the bargaining process,‘ but it does not help us to understand why individual
leaders are motivated to undertake a leading role in creating international institutions.
To answer this question requires an investigation of the incentives and interests of
individual leader’s states or organisations in creating international institutions. In many
cases of infernational institution-building, ihdividuals exercise leadership roles in the
name of, or as the agents for, states (or private organisations in noﬁ—govemment
institutions). They act on behalf of their states’ interests or goals. It is therefore
necessary in examining government institutions to investigate the state’s willingrléss to
exercise leadership and ask how and why a leader state develops its own interests in
creating institutions. Without examining the willingness of a state to take on a
leadership role, we can hardly underStand Why’ individuals in leader states take such

pains over their leadership to achieve collective goals.

Analysis of leadership involves anélysis of domestic factors which affect leader states’ -
willingness to exercise leadership in establishing international institutions, as well as
those relating to the international stage where adjustments of interests and negotiations
are undertaken with the potential participants. The analytical focus is nevertheless on
individuals since the state’s willingness is eventually reflected by individuals, including
bureaucrats or intellectual leaders, through deliberation or reflection at home and
adjustments and negotiations on the international stage. The argument aims to shed light

on the channelling of individuals’ ideas into the policy-making process and also on the

1% Young 1994: 90. Young (1991: 303-5) expects the failure of regime formation attempts
unless at least two types of leadership interact.
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process of disseminating ideas about new institutions in the international arena. The idea
of cognitive evolution is helpful in understanding this process and this is elaborated and

modified later.

Common interests conducive to institution-building

Common interests among potential members are one of the important elements in
institution-building, and the key is the leader’s task in finding and adjusting the interests
among potential participants that might be covered by the institution. Stubbs (1992:
653) notes that ‘the social psychology literature suggests that the expectation of
followers with regard to the role of a leader focuses oh problem-solving and the
attainment of particular goals’. It is thus fair to -assert that the raison d’étre of
international institutions that leaders attempt to establish is to resolve common
problems, which can be achieved only through collaboration and gaining joint benefit
through joint action. If restricted to international economic fields, these two interests,
which create the motivation to join international economic institutions, depend on the
degree to which potential members are linked economically. Crawford (1982: 22)

captured the essence of interdependence:

... it is interdependence ... that is really responsible for most of the talk about a
community of interests. It naturally leads to the idea that, because
interdependence does have problems in it, does raise the issues, it would be
wise to try to solve those issues on the basis of community action.

This is based on a negative aspect of interdependence, such as creation of economic
ﬁiction._ Positive aspects of interdependence tend to create strong incentives for the
establishment of regional institutions to increase economic benefits among nations.
- APEC was established partly as a result of the growing intensity' of intra-regional trade
and investment. Currently about 70 per cent of APEC trade is-intra-regional trade, and
| if members liberalise tariffs even on an MFN basis, benefits would mainly accrue to
APEC members.!® Greater interdependence provides the incentive to harmonise

customs procedures, remove impediments and increase investment. Greater

19 Drysdale (1988: 238) justified Asia Pacific regionalism based on unconditional MFN, noting
that ‘the concentration of Pacific countries trade within the Pacific is such that most of the
benefits from trade liberalisation on an MFN basis are likely to accrue within the region’.
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interdependence also providgs a rationale among regional countries for joining an
institution through which they are able to manage economic cooperation to enhance

economic welfare or lessen economic friction.29

There are more general interests to consider than economic interests. These interests are
associated with the functions served by international institutions: disseminating
information to participants and reducing transaction costs. The provision of information
is crucial, in that it is a process for achieving transparency, ‘the core requirement of a
regime’ and ‘an essential step in the process of institutionalisation’, which has consumed
substantial ‘energy, initiative and informal diplomacy’ (Higgott 1993: 304) in the Asia
Pacific region. In addition, providing information enhances the predicability of
participants’ behaviour and builds confidence. Kahler (1994: 190) suggests that ‘the
striking cultural heterogeneity of the region is often advanced as a barrier to institutional
innovation’. Such diversity in culture, political systems and the degree of economic
development in the Asia Pacific region gives particular significance to institution-
building in the region. Members need to clarify their common interests and the methods
by which different interést_s can be accormnodated despite different views or stances on

certain issues because of regional diversity. Drysdale (1988: 26) takes a similar position:

.. 1t is necessary ... to establish institutions and procedures which reduce
uncertainties and anxieties in each country about the behaviour and foreign
economic policy of other countries if the potential advantage of economic
interchange is to be fully realised ... Reducing the uncertainties and anxieties
associated with their heterogeneity through building up a strong framework for

regional economic relations offers large potential gains to countries in the
Pacific. '

Once an institution, which helps to provide policy consistency, can meet the
expectations of participants, it is much easier continue to utilise that institution than to
form another framework. An international institution can complement a network of
bilateral talks in a region more effectively than bilateral exchanges. As Aggarwal (1985:
28) argues, ‘the construction of a multilateral mechanism is organisationally less
expensive than is the development of many bilateral contracts’. In fact, the incentive to
participate in an institution stems partly from the perceptibn that ‘the overlap of

interests within the region is too great for an increasing number of issues to be treated

20 Drysdale (1988: 26) comments that ‘increasing economic integration among countriés, and
the presence of opportunities for further integration ... heighten the value of, and the need for,
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bilaterally’ (Drysdale and Patrick 1979: 73). Participants can reduce transactions costs

by creating multilateral institution to discuss a newly emerging problem or policies.

In brief, states tend to have various interests in joining a newly established institution,
ranging from acquiring economic benefits to getting to know each other.?! Nevertheless,
leaders assume considerable importance in exploring the basis of common interests and
incorporating them into the mission of an institution. It should also be noted that it is
decision makers or politicians who are qualified to decide whether their nations should
join international institutions. Such decisions are grounded in judgement as to whether
the institutions are useful in managing economic interdependence or provide helpful
information. Even if members of epistemic communities were influential in deciding the
form and extent of interdependence with reference to econdmic evidence, the decisions

are made in the political arena.

Cognitive evolution ‘

Adler’s idea of cognitive evolution, which involves the process of innovation and

- political selection and creates collective understanding, is helpful in understanding why
leaders become willing to assume leadership roles. Cognitive evolution includes factors
conducive to progress. Cognitive evolution involves (Adler 1991: 62) two necessary
conditions for progress in international relations. These are, firstly, the emergence of
new values, redefinition of old values, and change in values that advance human
interests across national borders without harming other values or human interests; and
secondly, a change in expectations regarding the quality of outcomes for the agent,
including a redefinition of what exists, what can exist, what causes what, and what the
concomitants of desired dctions are. Then, there is the question of what actually causes
such values and expectations to change among states. Adler’s idea of cognitive
evolution does not throw much light on this question since he is more concerned about
the sharing of meaning and understanding the nature of international relations. Young

 (1994: 97) suggests :chat ‘many of the cognitivists pay scant attention to the politics of
knowledge’, and Haas (1990: 11) states that ‘change in human aspirations and human

institutions over long periods is caused mostly by the way knowledge about nature and

such institutions’. - :

21 Harris (1994a: 261) outlines states’ interests in the Asia Pacific region as networking,
information-sharing, developing mutual trust, the habit of cooperation, and getting to understand
one another, which are all characteristic of Asia Pacific épproaches to cooperation.
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about society is married to political interests and ijectiveé’. It appears necessary to
modify and extend Adler’s idea of cognitive evolution by integrating other factors

important to the development of ideas that support institution-building.

First there is the question of how in the ‘selection’ stage of cognitive evolution, when
certain expectations and values are turned into policies, the meanings and understanding
originally conceived by the members of epistemic communities in the innovation stage
come to be shared by policy makers who have the authority to select policy. For an idea
to be selected as policy, it is certainly helpful for decision makers to have common
world views or share understanding of international relations with those who initially
conceive new ideas in epistemic communities. Yet there are other factors that influence
the decision makers’ selection of an idea. The concept of cognitive evolution needs to
incorporate the process where ideas generated in the innovation stage are adjusted to
the interests and preferences of policy makers, but not necessarily shared by the idea
innovators. This needs to be done on the basis of mutual understanding about the nature

of international relations.

Secondly, in the diffusion stage, it is not clear how and why the member states come to
share an understanding of certain aspects of international relations and hence, agree to
adopt the idea as common policy. It is true that ‘progress is the result of the increasingly
rational pursuit of the shared ends’ (Adler 1991: 25), but it is worth discussing further
how these eﬁds come to be shared among relevant individuals and how and why the
shared ends are actually transformed into policy within a system of policy selection in
each member state. Adler insists that ‘when states negotiate and renegotiate their
respective interests; they also implicitly negotiate and renegotiate meaning and
understandings’ through traﬁsrnitting ‘descriptive and normative conceptions of the
national interests’ (Adler 1991: 58, italics in original). Yet it is implausible for an
agreement on institution-building to be reached only on the basis of mutual
understanding and it is not clear how and why states come to share an understanding or,
more specifically, how the shared understanding contributes to an agreement. Since
‘transmitting such a theoretically complex set of ideas to others is not easy’ V(Rothgeb'
1993: 122), one may need to create a new version of the ‘diﬂ‘ﬁsion’ stage by spelling
out what sort of factors influence the diffusion of a policy produced By some country to

others. In the same way that Young (1991 and 1994) uses empirical case studies to
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underline the role of individual leaaerSMp in successful negotiations to create an
international institution, power and interest-based factors as well as cognitive elements
for establishing the institution need to be incorporated into the diffusion process. In the
institution-building modgl developed in this thesis, it is leader states that innovate new
ideas, transform these into policy, and exercise leadership in establishing international

institutions by ‘diffusing’ their ideas to other states.

To explain institution-building more accurately, Adler’s cognitive evolution can be
modified by dividing the diffusion stage into two parts: the demonstration and
negotiation of an idea and, a new dimension that I call the ‘refinement’ of an idea. This

modification of Adler’s work leads to the model outlined below.
Components of the institution-building model B

Institution-building consists of six stages: innovation, refinement, selection, adjustment,
demonstration and negotiation. The first four stages are evidence of domestic platforms
in which the development of policy;oriented ideas in the leader states occurs. The last
two stages involve diplomaby where leader staté_s prosecute and adjust ideas consistent _
with mutual interests and attempt to persuade potential mémb_ers to join institutions.
These are analytically separate processes suggested by the literature on regime
formation, of importance in institution-building, although in practice they may well be
intertwined. An important feature in this model lies in its analytical focus on the micro-
level of ideas and activities of individuals in leader states, rather than the macro-level of

states’ interactions.

Innovation _ _

Walter Lippman (1922: 345) in Public Opinion states that ‘the facts of modemn life do
not spontaneously take a shape in which they can be known ... they must be given a
shape by somebody’. This is the essence of the innovation stage. Ideas, defined as
beliefs held by individuals (Goldstein and Keohane 1993: 3), are necessary for policy
formulation and implementation, since ‘by ordering the world, ideas may shape agendas,
which can profoundly shape outcomes’ (Goldstein and Keohane 1993: 12). 1t is
important in this stage to establish who has what kind of new ideas, what pfompted the

ideas to emerge and how these ideas help to identify national interests, defined as the
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fundamental goals that direct the decision-makers of a state in formulating foreign
policy. The central interest is in the way in which ‘basic ideas’ — the new ideas which

come to shape policy — are refined and translated into policy.

The first stage of the progress requires persuasion that existing institutions and policies
no longer serve natioﬁal interests, and that, in some sense, previous policies are ‘failing’.
‘The “failure’ of previous policies, which leads to disappointment, unceﬁainty about the
consequences of a given action, and intense disagreement among would-be
collaborators, can trigger a search for new knowledge as a guide to policy’ (Adler et al.
1991: 28). Reiter (1996: 33), describing organisation theory, also states that
organisations ‘most frequently adopt new beliefs after experiencing failures, as it both
spurs action and provides a rich source of information for determining how to improve
operations’. An interest in a new policy formulation may occur Wheﬁ individuals in

leader states implement learning.22

Reﬁnément

The refinement process is the procedure whereby the ‘basic idea’ is refined, improved
and developed through idea-producers’ endeavours, feedback and interaction with
experts, to define the area of national interests. A basic idea may be held by decision
makers, mainly politicians, but the refinement process is usually carried out by others in
epistemic communities at national and transnational levels, or by relevant government
officials. The refinement stage is set up to spell out national interests and incorporate
them into institutibn—building. Adler (1991: 77) argues that ‘the concept of national
interests must be ... concerned with how interests are born, how they evolve, and what
their descriptive and normative characteristics and qualities are’. Thus, ‘identification of
national interests is a natural consequence’ (Adlef and Haas 1997: 375) of how basic
ideas are developed. In terms of progress, the innovators refine their basic ideas about a
new institution to match them with the national interests or to accommodate other

countries’ interests in the new institution.

22 According to Nye (1987: 380), there are two kinds of learning: simple and complex. Simple
learning utilises ‘new information merely to adapt the means, without altering any deeper goals
in the ends-means chain’, while complex learning ‘involves recognition of conflicts among
means and goals in causally complicated situations, and leads to new priorities and trade-offs’.
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In discussing the establishment of the four Asia Pacific regional economic institutions
under study, what contributed to the emergence of the basic ideas and how and why
they developed and were refined is of particular interest. In fact, innovators have
recourse to institutions to which they belong, international conferences in which
relevant topics are debated, or transnational policy networks which study the same
issues and refine the basic ideas in a process of sophistication to attract the attention of
decision makers. Transnational epistemic communities play a crucial role in forming
institutions because they provide participants with expertise, creating focal points that
promote agreement on participation with their counterparts in other countries. In an
Asia Pacific economic community, PAFTAD is one such body. It consists of influential
policy-oriented economists in each country. In general, this community has access to
and influences decision makers. This is a key to success in establishing institutions. The

PAFTAD Newsletter (No. 5, December 1989) states:

The participants return home with wider perspectives, better information and
new ideas all of which are communicated informally to government officials ...
The extension of this networks of communication about policy ideas forms an
important underpinning and is ... a major source in building upon the practice
of Pacific cooperation. '

“This is suggestive of how active members of PAFTAD influence, directly or indireCtly,‘
pOliciés on trade or economic relations in member countries. Thus PAFTAD, many of
whose members are also involved in PECC activities, contributes to creating a shared
understanding which has promoted regional economic cooperation and helped in the
establishment of international institutions. This process is crucial to informing
governmental officials and decision makers about the necessity and effectiveness of
governmental institutions like APEC to increase economic benefits at the national and

regional levels.

Selection

Once national interests have been clarified in the refinement process, decision makers
select these national interests as the basis for the state’s foreign policy.?? Selection is the
‘test of domestic politics’ in which decision makers play the role of ‘judge, jury, and if

necessary executioner over professional output of expectations’ (Adler 1991: 56)

23 1 do not take a realist stance which takes the existence of national interests for granted but I
instead focus on how national interests are defined.
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developed in the previous stages. This is because any ‘basic idea’ going through the
innovation and refinement stages cannot be transformed into policies without political
selection. The basic ideas creating a foundation for national interests become policy
input in the international arena in which leaders conduct diplomacy on the basis of their
foreign policy. In this context, foreign policy can be defined as the substance, objectives
and attitudes in a nation’s relations with others on the basis of its naﬁonal interests,
whereas diplomacy can be described as the tools or measures used to put these into
practice. It is imperative at this stage to know how and why the national interests
deveioped from basic ideas are selected by decision makers. Since ‘choices of specific
ideas may simply reflect the interests of actors’ (Goldstein and Keohane 1993: 11), the
analysis of this stage requires that one knows policy makers’ preferences and what
causes specific ideas to be chosen. This is also important in verifying the willingness of
leader states to assume leadership, as ‘willingness will involve ... factors that affect how
decision-makers see the world, process information about the world, and make choices’

(Russet and Starr 1996: 21).

For instance, the genesis of the idea of the East Asian Economic Caucus (EAEC) was a
product of Malaysian Prime Minister Mahathir’s world view. According to him, the
initial idea of the EAEC came to him from Malaysia’s Department of Internatibnal
Trade and Industry which was irritated by the sluggish Uruguay Round negotiations in
the late 1980s. Mahathir confessed he had no patience with the self-serving approaches
taken by the United States and Europe which neglected the views of developing
countries. He decided to adopt the EAEC plan to strengthen the voice of East Asian
‘countries in international politics.24 This illustrates the way in which decision maker’s

policy preferences and world views influence the selection process.

At this stage, relations between epistemic communities and decision makers are
important, as is the degree to which these communities have been influential in
promoting the ideas: members have to be part of the policy-making system. Adler

(1991: 64) comments that ‘together with their innovations, epistemic communities also

24 Nihon Keizai Shimbun, 26 November 1995. He (Ishihara and Mahathir 1995: 44) explains
what motivated his EAEC proposal: ‘suppose Malaysia goes alone to Brussels to lodge a
complaint against European protectionism. Our voice would simply be too small, Nobody would
listen. But if the whole of East Asia tells Europe that it must open up its markets, Europeans will
know that access to the huge Asian market obliges them not to be protectionist. That was the
reasoning behind the EAEC proposal’.
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introduce values and visions that can catch the imagination of decision makers who then
... may redefine strategic and economic interests’. Decision makers themselves can learn
from previous failures and re-evaluate their own policy preferences, but in some cases,
their re-evaluation is influenced by the judgments made in the epistemic communities.
The adoption of new interpretations of international relations by policy makers is

essential for institutional progress.

Adjustment

The adjustment and the demonstration stages — which I have added to the taxonomy of
cognitive evolution — are necessary in order that different countries might ‘share and
coordinate their expectations and values’ (Adler ef al. 1991: 16). It is imperative for
leader countries to make themselves understood and the motivation behind the creation
of international institutions needs to be made clear. More significantly, leaders have to
encourage potential participants to share the same interpretation and lay the foundation
for acceptance of policy change. This may be a laborious process. States ‘react quite
differently to similar material circumstances because of fundamental differences in
normative beliefs about politics’ ', (Goldstein and Keohane 1993: 11), which makes it
difficult to achieve harmony, the situation where the ‘actor’s policies (pursued in their
own self-interest without regard for others) automatically facilitate the attainment of
other’s goals’?® to emerge. In particular, the leaders’ task in this stage converges on
finding a ‘focal point’ which ‘helps define acceptance solutions to collective action
“problems’ aﬁd without which, regimes ‘may often not ...be formed at all’ (Rittberger et
al. 1997. 144). Adjustment of different interests is, therefore, important for the
subsequent negotiation stage when leaders attempt to persuade others to join the
international institution, because ‘persuasion can be successful when one appeals to the
‘norms that others hold deaf’ (Russel and Starr 1996: 120). In this stage, it is thus
important for leaders to demonstrate the benefits of establishing a new institution to the
followers. If the views of leaders and followers differ, it is the leaders’ task to adjust

them or to seek to reconcile them.

Preliminary negotiations help leaders and followers reach a common understanding of

problems or visions. This makes it easier for them to adjust interests or narrow the gaps

25 Keohane, 1984: 51-52. He observes that ‘when harmony reigns, cooperation is unnecessary ...
yet harmony is rare in world politics’.
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between different expzzctations amorig members. Leaders’ goals can be legitimated by
followers who perceive the benefits of complying with goals. Mahathir came to
understand the reasons why EAEC was not acceptedvby other countries, especially
Japan, and noted that if there were a problem with the EAEC, it was a failure to
appreciate other countries’ different opinions about it. He confessed that before the
official announcement, he briefed ali ASEAN members about the EAEC, but not Japan
(Nihon Keizai Shimbun, 26 November 1995). This story confirms the importance of the

adjustment stage in launching a new policy.

Demonstration

What kind of interests the potential participants expect to obtain by joining institutions
and how these have been actually provided are keys in institutibn—building. Prior to or
during negotiations to establish an institution, leaders need to offer what I propose to
call the institutional blueprint for a newly evolving institution, including proposals to
meet potential participants’ interests. These blueprints are mainly developed in leader
countries in the refinement process by experts from the epistemic community and are
used to explain the institution’s objectives to other nations. In many cases, blueprints
are the result of the adjustment of leaders’ and members’ interests in the institution. It isv
important for leaders to create an attractive institutional ‘blue‘print which shapés the
preferences that the potential participants are likely to follow, and involves ‘a
combination of imagination in inventing institutional options and skill in brokering the
interests of numerous actors to line up support for such options’ (Young 1989: 55). A
blueprint désigned by leaders helps create consensus regarding the agenda or
organisational structure among the participants in the early stage of instituﬁon-buildin_g. ’
In other words, _the institutional blueprint is a tool for the development of inter-
subjective understanding about régional cooperation. To create a good blueprint,
leaders must conduct preliminary investigations to familiarise themselves with other

countries’ preferences through the adjustment stage.

Nordin Sopiee (1983: 199) pointed to the importance of adjusting leaders’ and
followers’ interests' and mentioned the Pacific Basin Cooperation Concept, one of the
ideas behind PECC, arguing that ‘it is imperative for the ASEAN states to perceive
clear benefits from the Pacific Basin Concept, clear benefits furthermore which in

totality far exceed the possible costs’. In an Asia Pacific economic. community, a key

40



element of the institutional blueprint provided by leaders includes plans that contribute
to further economic growth and prosperity in the region, the main interest of the
participants. In terms of encouraging potential participants to accept the proposal more
easily, transnational networks through PAFTAD and PECC may be important. In these
networks, experts communicate new ideas or policy innovations about an international
institution to colleagues from other countries, who then attempt to advocate the
significance of a new institution to their governments. The transnational network of
epistemic communities is thus effective in laying the ground for a new idea to be

accepted by other countries.

Negotiation

The final stage represents official negotiations in the form of diplomacy or preliminary
conferences among the leaders and other parties who consider their pé,rticipation ina
new institution by reviewing the institutional blueprint or judgment made in the
adjustment process. The negotiation stage is the process whereby the potential members
can also negotiate problems in the new institution, such as the agenda or the purpose,
and agree on joining it — a process synonymous with- Young’s institutional bargaining.
Young (1989: 373) addresses the significance of the leaders in the latter stage and
asserts that ‘efforts to negotiate the terms of international regimes are apt to succeed
when one or more effective leaders emerge. In the absence of such leadership, they will
fail.” Nye (1990: 182) comments that ‘the games of world politics are being played by
different actors with different piles of chips at different card tables’, and the negotiation
stage is where leaders on the basis of their own ‘institutional blueprints’ attempt to
narrow differences between potential participants’ interests in an institution. At this
stage, leaders’ behaviour may be characterised as persuasion, which means ‘having
another actor behave as desired without the use of promises or threats’ (Russett and
Starr 1996: 120).

Conclusion

The institution-building model aims to identify who interprets a new reality in
international relations; whose interpretations get translated into policy; why and how the
policy affects other countries; and how political processes determine whose

interpretations of reality are more viable in a certain historical context (Alder and Hass
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1997: 386). There appear to be some clearly identifiable processes in international
institution-building. This chapter has attempted to abstract these factors. Needless to
say, some factors are not always present in institution-building. The order of the last
three stages of the institution-building model is not necessarily strict, and depends on
the tactics of leaders. Furthermore, there are other factors which influence institution-
building, but the important patterns are contained in the model outlined above. It
remains in the rest of the thesis to test the usefulness of the institution-building model in
understanding the formation of PAFTAD, PBEC, PECC and APEC as important steps

in progress towards the formation of an Asia Pacific economic community.

42



3  Evolution of Japan’s approaches to Asia Pacific

regionalism from 1957 to 1978

As discussed in Chapter 2, leadership is essential to institution-building, and Japan
and Australia were leaders in the establishment of the four regional economic
institutions in Asia and the Pacific. Although PECC was a quasi-governmental
regional institution, the Japanese and Australian governments were substantially
involved in its formation, as will be seen in Chapter 7. Japan and Australia had in
effect participated or taken the initiative in the establishment of several regional
institutions in Asia and the Pacific, but PECC was a novel regional institution. PECC
differed from PAFTAD and PBEC because of the involvement of governments, and it ‘
was distinct from SEATO and ASPAC because it was a purely economic institution.
Because PECC was designed to promote regional economic integration, it was also
different from previous economic institutions such as the Colombo Plan, the ADB
and the ‘Ministerial Conference on Southeast Asian Development, which were

designed to promote development assistance and foreign aid to Southeast Asia.

Why did both countries’ move to create PECC in 19807 If both countries were
interested in the establishment of regionalism to promote regional trade and
investment, why was a regional institution such as PECC not established before
19807 In considering those questions, it is useful to understand the development of
~policies on regionalisrh in both countries, the approaches they employed and the
reactions of other countries to these ideas, prior to their successful leadership role in
the 1980s. |

As argued in Chapter 2, policy makers can absorb new mezinings and interpretations
of reality, alter their definitions of interests and be motivated to consider new courses
of foreigh policy. The distinctiveness of PECC from its precursor institutions implies
that Japan and Australia’s initiative in the formation of PECC was based on a frésh
interpretation of Asia Pacific regionalism, serving new interests in ‘their foreign
policies. Both countries shared a desire for ‘government involvement in Pacific

cooperation to promote regional trade and investment, and this was a major driving
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force behind its ‘progress’ from the first phase to the second in the development of an
Asia Pacific economic commurﬁty. A paradigm shift can take place on the basis of
individual or institutional historical experiences. This requires historical investigation
into how policy makers or policy elites interpret reality and modify their approaches
to foreign policy over time. As seen in Chapter 7, Prime Minister Ohira
acknowledged this by referring to his predecessors’ ideas on Asia Pacific regionalism

when he launched his Pacific Concept.

Chaptefs 3 and 4 analyse the evolution of both countries’ interests in, ideas about and }
approaches to Asia Pacific regionalism by tracing the background to both countries’
leadership role in PECC and APEC. This is explored mainly through a focus on the
world views and activities of political leaders, especially prime ministers, who have
the highest authority in foreign policy decision making, to clarify the development of
both countries’ Asia Pacific policy. This chapter centres on Japan’s ideas and
approaches to the old Asia Pacific regionalism, which have changed gradually over

four distinct periods.

The first period coincided with the Kishi and Ikeda administrations (1957-64) during
- which period Japan was preoccupied with its own economic development and
catching up with Western economies. Its interest in Asia Pacific regionalism stemmed
mainly from these objectives. Kishi and Ikeda developed their own ideas on Asia
Pacific regionalism with the aim of assisting economic development in Asia, but their
plans were not realised, mainly because of Japan’s lack of economic power and Asia’s
‘distrust of Japan’s intentions. Japanese leaders realised that Japan needed to intensify
its effort to establish leadership in Asian development on the occasion of the first
UNCTAD in 1964. This provided an opportunity for Japan to change its policy

approach on Asia.

The second period was 1964-72, the prime ministership of Eisaku Sato. During this
time Japan increased its confidence as a déveloped nation as a result of its high
economic growth and began to take more seriously its obligation to assist with Asian
economic development. In pursuit of this goal, Japan took the initiative in the
establishment of the ADB and the Ministerial Conference oh ‘Southeast Asian

Economic Development in 1966. A key element behind the success of these initiatives
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was that Japan’s activities led partly to backing America’s involvement in the
Vietnam War and its containment policy towards China. Japan’s leadership role in

both institutions was thus sustained by the United States.

The third period coincided with the prime ministership of Kakuei Tanaka in 1972-74,
a time when the old Cold War relationships in Asia changed dramatically following
international acceptance of China and the cessation of the Vietnam War. Combined
with these elements, the first Oil Shock encouraged Tanaka to secure a supply of
natural resources independently from the United States and this was a major
motivation behind Tanaka’s plans for Asia Pacific regionalism. Yet Tanaka’s
diplomacy in Southeast Asia in 1974 sparked massive anti-Japanese demonstrations.
This reaction shocked Japane‘se‘ leaders and provided the second opportunity for

Japan to change its Asia policy dramatically.

In the fourth period, Takeo Miki (1974-76) and Takeo Fukuda (1976-78) were
encouraged to focus their foreign policy priority on improving relations with ASEAN
rather than putting forward proposals on Asia Pacific regionalism, a result of '
Tanaka’s diplomacy in Southeast Asia. Since the United States sought to avoid
engagement in the region after the Vietnam War, Japan thought it essential té be
involved in efforts to sustain regional stability in Southeast Asia. This 6an be seen in
Miki’s abortive attempt to attend the first ASEAN Summit Meeting in 1976 and the
1977 unveiling of the Fukuda Doctrine. As a result of diplomatic endeavours in this
period combined with further economic gréwth and prospéctive stability in the

region, Japan—ASEAN relations improved considerably.

A factor behind PECC’s establishthent in 1980 was relevant to Japan’s fulfilment of
leadership criteria in institution-building, as described inv Chapter 2: ability,
willingness and favoﬁrable conditions. An analysis of historical developments helps in
understanding' how Japan gradually came to meet these three leadership criteria. In
terms of ability, Japan’s high economic growth from the 1950s to the 1970s provided
the economic power to assist economic development in Asia through trade growth,
foreign aid and technical cooperation. Rapid economic growth, in turn, sustained
Japan’s self-a\'vareness of its responsibilities in Asian economic development, and this

was a major driving force behind its willingness to commit itself to regional
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institutions from the late 1950s to the 1970s. The improvement in Japan—ASEAN
relations in the late 1970s gave rise to favourable conditions for Ohira’s launch of his
Pacific Concept. Japan had met the three leadership criteria before Ohira came into
power. The argument in this chapter sets the scene for the examination of Ohira’s

Pacific Cencept in Chapter 7.
The beginning of Japan’s postwar diplomacy and economic cooperation in Asia

Japan’s early interest in Asia Pacific regionalism was necessarily linked to its overall
foreign policy goals, and its most important goal in the early postwar period was
economic reconstruction. After the Occupation in 1952,. Japan committed itself to
employing economic diplomacy in pursuit of this aim, as stated by Prime Minister |
Shigeru Yoshida. Nobuhiko Ushiba, a senior diplomat, recollected that Japan’s
diplomacy in the 1950s concentrated on economic affairs to improve its own
economic conditions (Ushiba and Yamamoto 1984: 7). Japan’s diplomacy in Asia
was mainly directed towards this aim. |

Immediately after the War, the concept of ‘Asia’, which came to be associated with
prewar militarism, the Greater East Asian Co-Prosperity Sphere and repentance, was
regarded negatively as a political concept, and it became taboo in Japanese society.!
Yet the first Diplomatic Bluebook published in 1957 outlined three diplomatic
principles and one of them was maintenance of Japan’s international status aé an
Asian nation. Japan’s growing Asian consciousness was stressed in the Bluebook
(MOFA 1957: 9) which described a strong bond between Japan and Asia in terms of
geography, race, history, culture, psychology and spirit. The Bluebook identified |
three important issues that Japan needed to tackle urgently: good neighbourly
relations with Asia, economic diplomacy and adjustment of relations with the United
States. The Bluebook (MOFA 1957: 7-8) linked the first and the second issues to an

“argument about the ultimate purpose of Japan’s economic diplomacy in Asia:

Asian countries are yet to fulfil their economic potential despite possession of
vast natural resources. We may state that there is much room for Japan to

1 Ogura 1994: 7. Ogura, a senior diplomat, went on to argue that ‘Asia’ became detached from the
Japanese psyche in the early postwar period.

2 The other two principles were a United Nations-oriented diplomacy and cooperation with liberal and
democratic countries (MOFA, 1957: 7-8).
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cooperate with them by dint of our high-level technology and industry. In
addition, if we help by introducing capital and technology from outside Asia,
and take the initiative in both public and private sectors to encourage
systematic, central and flexible economic cooperation that would enable Asia
to embark on economic construction, we would see growing economic
exchanges in Asia. To realise this scenario is crucial to the conduct of our
economic diplomacy. As it is difficult for us to achieve further development
without prosperity and peace in Asia, such economic cooperation is of vital
importance in terms of our economic diplomacy.

Southeast Asia in particular was seen as a potential Japanese market and thus
development cooperation in the region was regarded as essential (MOFA 1957: 9).
Firstly, Japan had to earn foreign currency to finance its increasing demand for
imports as its economy grew, and secondly it had to expand its export markets
because its production was increasing. These two factors compelled Japan to make
export expansion a priority in economic policy. Economic diplomacy was a means of
achieving that goal (Yamamoto 1973: 32). One of Japan’s main aims in conducting
economic diplomécy in Asia at that time was thus to help its own economic

development and to catch up with Western economies (Watanabe 1992: 106-7).

This goal of Japan’s féreign policy in Asia was associated with the delivery of
repatatiéns and development cooperation. After the Pacific War, Japan started its
interéctions with Asia through negotiations for reparations, following the conditions
decided upon at the San Francisco Peace Treaty in 1951.3 The negotiations started in
1955 and payments continued until 1977. This was one of Japan’s main activities in
postwar diplomacy in Asia. The third Diplomatic Bluebook (MOFA 1959: 62)
outlined the basic objectives of reparations as follows: the restoration aﬁd
development of the recipients’ economies; amelioration of the recipients’ attitude
towards Jeipan; and greater economic interaction with recipients. Yet a diplomat who
served as Director-General in the Economic Cooperation Bureau of Ministry of
Foreign Affairs (MOFA) comments that there was also the realisation in the early
postwar period that it was imperative for Japan to guarantee its survival by securing
markets rather than by assisting Asia. Japan’s reparations pblicy placed the highest

priority on economic reconstruction in the early postwar period.* Reparations were

3 Yamakage 1985: 136—41. Japan paid official reparations to the Philippines, Burma, Indonesia, South
Korea, South Vietnam, Thailand, Singapore, Malaysia, Micronesia, Cambodia and Laos. These totalled
US $1.5 billion.

4 Personal interview, 23 January 1995, Tokyo.
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provided with products and services, rather than finance. The Japanese government
paid Japanese companies yen equivalents of the amount of reparations to recipients,
and the companies provided services or products for the recipient country. This
resulted in the creation of demand for Japanese products. Reparations paid by the
Japanese government contributed to Japan’s recovery and created footholds in

overseas markets.’

In addition to reparations, the Japanese government offered economic aid such as yen
loans and credit to war victims as further compensation. This helped assuage
recipients’ complaints about insufficient reparations. This development assistance also
occurred through private companies’ services and products, which also benefited the

Japanese economy. Yamakage (1985: 140) observed:

‘Reparation and economic aid functioned well to maintain foreign currency
reserves in Japan and to promote export growth. Moreover, products given as
reparation were usually capital goods chosen to make a contribution to the
recipients’ economic development; thus they did not compete with the
consumer goods which were the bulk of Japan’s export products.

Even development cooperation and econofnic assistance were expected to help |
expand Japanese export markets and ensure import of natural resources. Evidence
that reparations payments to and economic cooperation with Asia would help Japan’s
postwar economic reconstruction can be found in official Japanese documents.
According to MOFA (1982 158), ‘reparation was expected to play a role in opening
up avenues for our exports. Since our economy was devastated by the war aﬁd we
are not endowed with natural resources, to foster exports was an overriding necessity
at that time.” As menﬁoned previously, Japan expected Southeast Asia to be a
potential market for its products, taking the place of China which, prior to the war,

was both an export market and a natural resource supplier.®

5> Ushiba and Yamamoto 1984: 21-24. Ushiba acceded to the view that reparation were a type of cost for
the market development of Japan’s goods.
6 The first Economic Cooperation Whitebook published by Ministry of International Trade and Industry
(MITT) (1958: 7) states that from the viewpoints of the industrialised countries, because it is necessary to
expand markets for their industrial products to support their economic growth, underdeveloped countries
are the largest markets. For this purpose, 17 missions were sent to Southeast Asia in 1957-60 to

investigate possible construction projects which Japan could support. In addition, the Whitebook

concluded that since competition in economic cooperation had intensified, Japan should consider more
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The short history of relations between Japan and Southeast Asia’ had begun with
Japan’s aggression and brutality during the Pacific War, and the approach taken by
Japan in its Asia policy led to strongly negative images of and attitudes towards Japan
in Southeast Asia. Japan, unlike other regional countries, had implanted a deep
negative image in the minds of Southeast Asians from the early stages of its relations,
a cause of major difficulties in Japan’s diplomacy in Southeast Asia. Japan’s
reparations system gave Southeast Asian recipients the irhpression that Japan was
reaping benefits thiough reparations and development assistance that were intended
to compensate war victims for physical and psychological damage. This resulted in a |
lowering of Japan’s credibility and these negative perceptions were heightened by the
arrogant attitude Japan displayed during the negotiations on reparations. Lim (1974:
71) describes Japan’s attitude as ‘hard-headedness, stinginess and intransigence’.
Japan was too obsessed with its own economic reconstruction and the desire to
achieve international status to consider the impéct of its economic diplomacy on

developing countries in the region.

Japan lacked two of the three essential leadership criteria when it begah to develop its
interest in Asia Pacific regiorialism. Firstly, it did not have the economic pdwer in .
" terms of trade, investment or aid capacity to exercise decisive swéy in Asia. Secondly,
it had not forged sound relations with Southeast Asi.an countries and gained
credibility with them. This chapter explains how Japan overcame these handicaps and
laid the foundations for Ohira to launch the Pacific Concept and reviews the evolution

of Japan’s approaches to Asia Pacific regionalism in the postwar period.
The first period (1957—-64)

Kishi’s approaches to Asia Pacific regionalism
As Hosoya and Okawara (1995: 54) declare, Japan had no foreign policy on Asia in
any real sense until 1957 when Nobusuke Kishi, who took over from Tanzan

Ishibashi in February of that year, became Prime Minister. As Prime Minister, Kishi

seriously activating its economic cooperation to secure export markets and natural resource suppliers
(cited in Morley 1963: 148).

7 Kuroda (1974: 148), a senior diplomat, states that ‘for the past fifteen hundred years, Asia meant for -
the Japanese Northeast Asia, namely China and Korea. Since World War II, however, it has come to be
taken for granted by the Japanese that Southeast Asia is a part of Asia.” This demonstrates Japan’s
relatively recent historical interactions with Southeast Asia.
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showed a strong .inte'rest in Asia an;i launched Japan’s Asian diplomacy for the first
time in the postwar period.® While focusing on economic development in Japan, Kishi
proposed a Southeast Asia Development Fund, in which Japan and the United States
would cooperate pro\vi‘ding finance to save Southeast Asia from harsh poverty. Kishi
(1983: 319-20) sought to create an Asian version of the Word Bank saying that [his]
‘principle idea [was] that money and technology [were] nécessary for economic
development’ (cited in Yamamoto 1984: 14). Kishi (1983: 319) regarded this as one
of the most significant of his domestic and international policies. Kishi expected the
United States to play the role of major financial provider to the Fund, because Japan,
whose per capita GNP was just US $339, could not afford to fund Southeast Asian
development. Kishi thought that instead Japan could provide technology by building
technical training centres in Asia where Japan would offer technological knowledge
and facilities.® Yet Kishi thought the United States should not take too influential a
role in the Fund as it would run counter to the enhancement of Asian nationalism.
Japan thu_s proposed that it take the lead in the Fund to reduce American dominance
(Yamamoto 1984: 15).

Kishi’s prime motive in launching the Fund was expressed in a speech on Japan’s
foreign policy on 4 February 1957: ‘in terms of accomplishing our econbmic
development and our citizens’ prosperity while contributing to other nafions, I attach
importance to economic diplomacy in providing reparation and development
assistance’ (cited in Yamamoto. 1984: S). Japan’s trade had yet to be restored to
prewar levels,10 its b_aiance of paymenté with the United States was in substantial
deficit, and it had lost four stable markets in Northeast Asia after the War: China,

Manchuria, Taiwan and Korea.!! Kishi thus had to take careful account of ensuring a

& Even in the prewar period, Hideki Tojyo only made one short visit to Singapore. Thus, Kishi, in a real
sense, was the first Japanese Prime Minister in history to make a substantial visit to Southeast Asia.

® The idea behind the US—Japan cooperative venture to help Southeast Asian development was similar
to that espoused by Prime Minister Shigeru Yoshida. This idea was sustained by Yoshida’s philosophy
that ‘if Communist China’s economic progress substantially outstrips that of Southeast Asian nations in
the years ahead, Southeast Asia will fall prey to communism’ (cited in Miyagawa 1996: 160). MITI
initiated an economic development plan for Southeast Asia on the basis of US—Japan cooperation in
1951. ' '

10 Exports were 75 per cent and imports 94 per cent of their prewar levels and Japan’s exports, unlike
those of Britain and the United States, were vulnerable even to small fluctuations in foreign demand due
to a lack of secure markets (Yamamoto 1984: 13).

11 n 1934-36, these regions accounted on average for 44 per cent and 37 per cent of Japan’s total
exports and imports, respectively. After the war, the economies of Taiwan and South Korea were
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stable market, and a most suitable market for Japanese products at that time was

thought to be Southeast Asia. Kishi stated:

It is important for the recovering Japanese economy to secure a market in
Southeast Asia. One of the aims of Japanese diplomacy is for Japan to assist
Southeast Asia establish the fundamentals for economic development by
means of our industrial power and technology. This would enlarge Japanese
foreign markets and open the way to close political relations. (cited in
Yamamoto 1984: 13)

This statement demonstrates his motive in promoting the Fund. Reparations were
limited in terms of money and in terms of the number of recipients with which Japan
could develop its export markets. Thus Kishi proposed the Fund for larger scale
economic assistance, involving US finance (Uchida and Yamamoto 1974: 64). For
Kishi, Southeast Asia was ‘the region of economic opportunity’ and ‘the community

within which Japan was destined for economic leadership’ (Morley 1963: 147).

Another impdrtant rationale for Kishi in launching the Fund was to position Japan as
a leader in Asia and to enhance its political voice in the United States. Before his trip
to the United States in June 1957, Kishi first visited Southeast Asia to gain support
for the Fund plan, so that he could negotiate with his US counterparts as the
representative of Asia. Kishi (1983: 320) said: ‘the realisation of the Fund would
contribute to establishing Japan’s status as a leader in Southeast Asia’ and ‘the
establishment of Japan’s position in Asia as the leader would enhance my position |
with US President Eisenhower in our negotiations’. (312). According to Kishi, Japan
intended to be a leader in Asia by liaising between Asia and the United States,
enhancing Japan’s status in the region.!? He thought Japan should be on equal terms
with the United States, and this encouraged him to renew the US—Japan Security
Treaty in 1960.13 Kishi’s ambition was also evident in his statement made in 1978 that
‘although the idea of the Greater East Asian Co-prosperity Sphere has invited

substantial criticism, even now I do not think it was basically wrong’ (Shiota ef al.

devastated, mainly because of their substantial military budgets, and Japan curtailed its diplomatic
relations with China in 1949 (Kawajiri 1962: 64).

12 The United States sensed Kishi’s ambition and Dulles noted in 1957 that ‘Mr Kishi is, perhaps, the
first post-war Prime Minister, who is getting to act ... as though he wanted Japan to become again a
great power’ (cited in Buckley 1992: 69).

13 The renewed Treaty quarantined the privileges of US bases, but required that the United States
consult Japan about deployment from the bases in Japan.-The process of renewing the Treaty led to
massive protests and riots in Japan, eventually forcing Kishi to resign.
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1978: 145). There was no discontinuity in Kishi’s pre- and postwar views on Japan’s

leadership status in the region.

Southeast Asian and US reactions to Kishi’s plan

Kishi visited Burma, India, Pakistan, Ceylon, Thailand and Taiwan from 20 May to 4
June 1957 and went on to the United States on 16 June with the details of his plan. In
the same year, he conducted a second tour of Southeast Asia and the Oceania (South
Vietnam, Cambodia, Laos, Malaya, Singapore, Indonesia, Australia and New
Zealand) from 18 November to 8 December. During these visits, Kishi explained the
three principles of Japan’s diplomacy and proposed the Southeast Asian Development
Fund and Asian technical training centres. Most countries expressed interest in the
plan, but the neutral countries, such as India, Ceylon and Burma, were cautious of the
plan’s political connection with the United States. Some Asian countries suspected
that ‘the fund might be used to facilitate Japanese economic control over the region’
(Nishihara 1975: 7), and other countries in the region felt, as Olson (1970: 269)
stated, that ‘given the economic disparity between Japan and the rest of the region,
only the Japanese would profit much from ... such regional arrangements’. The
Filipinos and Indonesians suspected the plan of being an attempt to revive the Greater

East Asian Co-prosperity Sphere (Kesa’x)an 1972: 152).

Alfhough the United States was in the throes of McCarthyism at the time, and feared
that the plan might aggravate antagonistic relations with communist countries
(MOFA 1982: 155), American opposition to the plan was directed mainly at Kishi’s
expectations of enhancing Japan’s position rather than external factors which

concerned the United States:

Washington was not enthusiastic about Kishi’s proposals. [The plan] placed
very heavy reliance on American financing while remaining essentially a
Japanese initiative; nor did [the plan] give the United States much of a direct
management voice. Congressional circles were in a budget-cutting mood,
sceptical about foreign aid in general ... [A]t the time many American
officials were still convinced that Asia simply did not want economic aid on a
multilateral basis. Kishi’s proposals, they felt, were likely to run into Asian
opposition for this reason alone. (Huang 1975: 18) ’

The United States saw Kishi’s plans as chiefly meeting Japan’s desire to enhance its

political standing and set up Asian markets with American finance for Japan’s benefit.
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This aspect in particular annoyed Congress. Kishi recalled that the United States did
not see the importance of Southeast Asia in its national interests. This lack of
awarenéss among American leaders that economic cooperation could contribute to
regional stability may be one of the reasons Kishi’s plan was not considered seriously

in the United States (Kishi ez al. 1981: 173).

Kishi’s ambition was not realised. Kishi stated that ‘thinking of the still vulnerable and
not fully developed Japanese economy at that time, I regret that my proposals were
premature’ (cited in Chantapan 1993: 69). Although Kishi strove to undertake
diplomatic negotiaﬁons with the United States on equal terms to attain his plan for
the Asian Development Fund as Asia’s representative, Japan was far from pfosperous
enough to assist other regional countries as a leader. In effect, most Americans saw
Japan as ‘a defeated World War 1I nation and a postwar manufacturer of trinkets and
toys’ (Maga 1990: 88), not as a rising leader in Asia. Given the gap between the
reality and Kishi’s illusionary hope about Japan’s international status, and the Fund’s
aim to help create a large market for Japan’s products and to enhance its status in the
region with a heavy reliance on‘the US finance, it was not surprising that Kishi’s:
proposal for the Fund was opposed by the United States and Southeast Asian

countries.

Nevertheless, Kishi’s two visits to the region helped pave the way for Japan’s Asian
diplomacy. His ‘penitent, humble, yet dignified atfifudef (Kurzman 1960: 317) and his
apologies for wrongdoings in the war during his 1957 trip contributed to rembving
~some of the psychological obstacles to Japan’s regibnal diplomacy. His trips can be
~seen as a step in furthering Japan’s relations with Southeast Asia,!# a prerequisite for

realisation of Asia Pacific regionalism.

Ikeda’s goals in Japan'’s foreign policy
Ikeda took over Kishi’s ‘position in July 1960 and was in power until 1964. On

coming to office, Ikeda announced an ‘income doubling policy’, an embodiment of

14 During the Kishi Administration, President Sukarno of Indonesia, President of Prasad of India, the
King and Queen of Nepal, President Garcia of the Philippines and Prime Minister Rahman of Malaysia
visited Japan accompanied by a number of cabinet ministers (Morley 1963: 149).
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his strong belief that Japan should catch up with the West economically.!s This stance
was reflected in his approach td foreign policy. In pursuit of this aim, Ikeda, on his
trip to Western Europe in 1962, proclaimed that Japan would become an Article 8
member of the IMF!¢ and a participant in the GATT Kennedy Round. This was
despite the fact that Japan’s GNP in 1960 was US$ 43 billion compared with the US$
519 billion of the United States and US$ 72 billion of Western Germany, and the
ratio of imports liberalisation was just 44 per cent, against a rate of more than 90 per
cent recorded in most Organisation of Eéonomic Cooperation and Development
(OECD) countries. These undertakings were to allow Japan to become a member of |
the industrialised countries, and matched Ikeda’s hope of establishing Japan’s status
in the international arena. His trips to the United States and Canada in 1961 and to
Western Europe in 1962 were to urge support for Japan’s entry to the OECD, which
symbolised the ultimate goal of Ikeda’s foreign economic policy. Tkeda’s efforts at
economic diplomacy were directed towards Western industrialised countries to enable

Japan to join the ‘rich man’s club’.

Another purpose of Ikeda’s economic diplomacy was to improve Japan’s external
trade environment by urging countries not to apply GATT Article 35 against J apan.l7
- Unlike Kishi, Ikeda targeted Western countries in his economic -diplomacy, and the
reason was clear from the trade statistics. While Japan’s e)iports to Asia represented
44 per cent of its total exports in 1950, the share had dropped to 33 per cent in 1960.
Furthermo_ré, Asia’s share of total impdrts, 30 pér cent in 1950, had fallen to 22 per
cent in 1960.18 The Diplomatic Bluebook referred to economic diplomacy in the

following terms:

As disadvantageous trade conditions are imposed on us by other
industrialised nations, we have to intensify our efforts to gradually eliminate
trade barriers through diplomatic negotiations with such nations. This

15 The political turmoil caused by Kishi’s signing the renewal of the US-Japan Security Treaty in 1960
encouraged Ikeda to avoid political matters, and political confrontation with reformist parties. This led
him to create his slogans such as ‘generous and patient’ or ‘low-profile’.

16 An Article 8 member has to assume obligations not to impose currency controls on the grounds of
international balance of payment difficulties.

17 Article 35 of GATT, exempting members from according most favoured nation treatment in tariffs
and trade, was applied against Japan as a means of preventing the inflow of cheap Japanese
commodities.

18 The decrease in the share of Japan’s total imports and exports from Asia through the 1950s was
caused by the fact that Japan no longer needed large volumes of agricultural products, such as rice and
cotton, on which Asian countries relied heavily for exports (Morley 1963: 152).
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’ .
undertaking is critical for promoting our trade expansion policy. (MOFA
1958: 9)

As Watanabe (1992: 85) argued, Japan’s economic diplomacy at that time was
implemented in two ways: increasing exports to Western industrialised nations and
providing development assistance to Asian developing nations. Priority was given to
the first aim. Catching up with the West became an important national goal and
removing discriminatory arrangements such as the applicétion. of GATT Article 35
was an effective step towards achieving this aim. Japan thus became obsessed with
establishing full membership in the OECD to establish its status as a devéloped
country, an aim that the ninth Diplomatic Bluebook (MOFA 1965: 43) identified as

the foremost objective of Japan’s economic diplomacy in the postwar period.!?

Ikeda’s Asia diplomacy |

While Ikéda, unlike Kishi, did not emphasise Southeast Asia as J apan’s future market,
he did make more genuine attempts to assist economic development in Southeast
Asia. This represented a change in Japan’s approach to Asia policy. Although Ikeda
(1963: 2) admitted that he had no interest or ‘experience in diplomacy before he |
became a politician, he attempted to mediate betweén Indonesia and Malaysia in their
dispute caused by Malaysia’s plan to form the Federation of Malaysia in 1963. This
was regarded as ‘Japan’s first political role in Asia since the war’ (Nishihara 1976: 8).
Yasutomo (1983: 26) assessed Ikeda’s diplomacy in the region positively: ‘Tkeda
became the first premier to define the special pésition of Japan in Southeast Asia;
direct, official involvement in Asia was a new role for Ikeda and Japan.’ While the
1957 Diplomatic Bluebook referred to the importance of Southeast Asia as‘ a
potential market for Japan, the 1960 Diplomatic Bluebook (MOFA 1960: 18) drgued
that as Southeast Asia faced the constant threat of communist insurgency,
de\}elopment cooperation in the region was important to prevent this. The emphasis
had shifted to development cooperation. The United States might have encburaged
this change. In 1960, the US National Security Council’s ’guidelines on US policy to
Japan stated: . ' ' |

19 When Japan was admitted to the OECD in 1964, the then Foreign Minister Etsusaburo Shiina
mentioned that in establishing its international status as an industrialised nation, one of the main pillars
of postwar Japan’s diplomacy had been realised (Watanabe 1992: 85).
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[The United States should] encourage Japan to complement United States and
other Free World powers in stabilising the international power balance,
particularly in Asia, by contributing to the economic development of less
developed nations of the Free World, exercising a constructive and
moderating leadership in the Afro-Asian Bloc ... (cited in Buckley 1992:
107-8)

The United States consistently urged Japan to sustain its Cold War policy in Asia and
welcomed Japan’s leadership role in this through its policies on Asia Pacific
regionalism. In fact, Tkeda’s awareness of Japan’s high economic growth and Japan’s
OECD membership in 1964 were important reasons for Japan to develop new

elements in its Asia policy, reflecting his approach to Asia Pacific regionalism.?°

On his first Asian trip in 1961, Ikeda visited Pakistan, India, Burma and Thailand. -
During the trip he realised there were many poor areas in these countries and that
Japan could help them by describing the path Japan had taken in its economic
development. He preached the effectiveness of a free economic system on the basis
on Japan’s experience of economic growth'and he stated, after his first trip to Asia,
that Asians thought of Japan as an ‘advanced elder brother’ (Olson 1970: 66). It was
on his second trip to Asia in 1963, which included the Philippines and Indonesia,
followed by Australia and New Zealand, that Ikeda tried to mediate in the
Indonésia—Malaysia dispute, as mentioned earlier. He put forward his plan for Asian
regionalism to the Filippino President, although this was quietly brushed aside by the
President as premature. Ikeda, returning from his second trip to Asia, commented |
that "J apan would assume the role of leadership in the Western Pacific, just as Britain
had been the paramount power in Europe in the nineteenth century’ (FEER, 28
January 1965). Japan’s status in Asia mirrored Ikeda’s hope that Japan would play a
central role, creating a prosperous zone, which could underpin one of the three pillars

in the world economy.

Tkeda’s awareness of Japan as a leader in Asia was reflected in his efforts to
‘enunciate a new and more positive aid policy which was to animate the next cabinet’
(Langdon 1973: 92). Ikeda went so far as to say that ‘it was Japan’s duty to provide

economic and technical aid, even if we have to borrow money from foreign countries

20 Hellmann (1972: 69) commented that ‘Ikeda went further than any of his predecessors to link
Japan’s fate with that of the region’.
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to do so’ (Washington Post, 5 December 1961). Ikeda’s benevolent sentiments were
in sharp contrast with the conventional image of his economically-obsessed
diplomatic style.2! Tkeda’s statements, indicating his views on Japan’s leadership in
Asia, characterised his confidence in Japan’s continuing high economic growth. It
was on this basis that Ikeda thought that Japan could assist with Asian economic

development.

Tkeda'’s plan for Asia Pacific regionalism

Tkeda conceived the so-called three-pillar approach to international politics. Under
this plan, the United States, Western Europe and Japan would be the three pillars
promoting mutual cooperation to sustain the world economy. Ikeda’s visit to Western
Europe in 1962 sought to link Japan, which was enjoying high economic growth,
with Western Europe, which was enhancing its prosperity through intensifying
economic integration (MOFA 1963: 7). This diplomatic effort was to be carried out
under the aegis of Ikeda’s three-pillar approach. When he observed European
economic growth first hand during his visit, he realised that a nation could not
flourish in isolation and that high economic growth could not be attained without
* increasing mutual interdependence. As lkeda (1963: 5) argued, Japan could not
| becdme one pillar of the world economy by itself and should therefore cooperate vﬁth |
Asian countries. He expected great prosperity to be created in Asia from Korea to
Australia via Indonesia through-the mutual exchange of natural resources and labour
combined with successful growth policies within the region to create an Asian version
of the EEC (Ito 198&: 243). Tkeda (1963: S5) thought that Japan, as one pillar of the
world economy, should take the lead in fulfilling this ambition in Asia and, to achieve
this aim, Japan should -direct its economic strength towards Asia’s peace and
prosperity. This was his rationale for assisting Asia and, according to Ito (1985: 328),
TIkeda’s secretary, the creation of such regionalism was one objective of his diplomacy
as Prime Minister. Yet Ikeda formulated few plans to externalise his grand concept
and did not implément effective policies to assist Southeast Asian economic

development, despite his intentions. This was mainly because Japan’s economic

21 For instance, Tkeda’s diplomacy was said to be ‘connecting diplomacy with enlarging Japan’s GNP’
and avoiding ‘getting involved in the politics of the cold war’ (Khamchoo 1986: 66). Iriye (1991: 128)
also concluded that Ikeda’s diplomacy would be remembered as Japan’s shunning a prominent
international role and exclusively pursuing economic objectives. Yamamoto (1984: 44) criticises Ikeda
for his obsession with the economy to the point that he neglected diplomacy.
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strength was not yet sufficient to deliver substantial assistance for Southeast Asia’s

development.

UNCTAD and the opportunity for change in Japan's Asia policy

Japan’s participation in the first United Nations Conference on Trade and
Development (UNCTAD), held at Geneva in May—June 1964, forced Japan to ‘learn’
that Japan’s Asia policy was no longer adequate and, as a member of the developed
nations, it had to intensify its efforts to help economic development. In 1964, Japan E
became a member of the OECD and the Development Assistance Committee (DAC),
which contributed to Japan setting ﬁp its ODA policy in earnest. In 1965, the
repayment of its all debts to the World Bank symbolised Japan’s changing status from
being an aid recipient to an aid provider.2? It was not ﬁntil the first UNCTAD
Conference that Japan, as a developed country, was forced to think seriously about

contributing to developing countries.

At the Conference, all developing countries were unified in demanding that developed
countries increase the amount of ‘ODA or grant preferential treatment. They ‘acted
like labour unions seeking wage rises’ (Olson 1970: 142). Yet Japan, the only non-
Western country and the poorest member of the rich man’s club, faced a dilemma af
the Conference; it had no choice but to suppoft the United States and Europe despite
the fact that it was an Asian nation.2? It was more difficult for Japan than any other
developed country to support the importation of more agricultural products ﬁom
developing countries or to accord preferential treatment to them because of the affect
this would have on Japan’s declining industries. Also, Japan’s low per capita GNP did
not easily allow it to increase the amount of ODA to developing countries.2¢ As a
result of its experience at the Conference, Japan realised that ‘things [had] reached a
point where [Japan could] no longer act simply on the basis of profit and loss to the

Japanese economy’ (Okita 1966a: 132). Participation at the Conference led Japan to

22 Matsui (1984 65) categorised 1965 as a year when Japan transformed the nature of its aid policy,
focusing more on loans than reparations.
23 Yamato (1964: 35), a delegate to the conference, stated that it was impossible for Japan to reconcile
its stance as an Asian country with its position as a developed country.
24 According to Asakai (1964: 4), head of the delegation, he returned to Japan, partly because of the
developing countries’ criticism of Japan’s negative attitude, and extracted a pledge from Ikeda to
increase Japan’s contribution to ODA from 5,5 per sent to 1 per cent of its national income. This was a
desperate move to avoid criticism. Asakai said that after Japan announced this plan, delegates of several
developing countries praised Japan’s decision.
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realise ‘for the first time ... that matters which previously had been considered
domestic, such as the protection of agriculture and commodity import policies, could
no longer be seen as Japan’s concern alone’.2> This experience led Japan to become

more committed to regional economic cooperation in Southeast Asia.

Summary

Kishi’s and Ikeda’s ideas of Asia Pacific régionalism were sustained by their views of
Japan as a leader in Southeast Asia. Yet, as ldng as Japan primarily sought to achieve
economic growth, expand its export markets and to catch up with Western
economies, it could not be regarded as a léader in the region. Japan’s participation in
the first UNCTAD provided a salutary lesson for Japan on what was required of a
leader. Japan’s bid for a leadership role in Asia and its proposal for Asia Pacific
regionalism were, at best, based on rhetoric. During the period that Kishi and Ikeda
were in power, there was no need for a substantive Japanese involQement in the
region’s politics while the United States was a willing and capable guardian of peace
and security’ (Shibusawa ef al. 1992: 135). This enabled Japan_to focus on the three
major objectives of its economic diplomacy. However, as the United States became
embroiled in the Vietnam War and Japan achieved further economic growth,
America’s expectations and Japanfs intention to assume a -leadérship _role in Asia

increased.
The second period (1964—72)

Eisaku Sato and his foreign policy goals

Eight years under pﬁme ministership of Eisaku Sato? saw Japan’s style of diplomacy
change. Sato_followed US strategies in Asia more closély. Prior to becoming Prime
- Minister, Sato observed that ‘in addition to regarding Asia as a market, I will make a
positive political statement on Asian affairs for Japan’s security and world peace,
because international tensions are gathering in Asia’ (cited in Yamamoto 1984: 73).
The intention behind Sato’s statement was mainly to signal that he was willing to

share the burden with the United States of the US Cold War strategy in Asia.

25 Caldwell 1972: 42. Asakai (1964: 8) wrote in this context that as a nation assuming responsibility for
sustaining a sound world economy it needed to take more positive action to assist developing countries.

26 Sato, Kishi’s younger brother, came into office in November 1964 and held the longest single term of
Prime Ministership in Japan (7 years and 8 months). ) ‘
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This stance was evident in his policy towards China. After his first meeting with
President Johnson on 12 and 13 January 1965, Sato changed his views on China
suddenly. Japan’s original approach to the joint communique was to form its own
China policy. Yet it seems that in the meeting, Japan’s policy was rejected by the
United States, which was committed.to a policy of containment towards China. In his
speech in New York on the second day of the summit meeting Sato declared ‘we are
more concerned about China’s aggression than the United States, and we fully
understand American policy on China, which prevents China’s military invasion of its
neighbouring areas’ (Yomiuri Shimbun, 17 January 1965). Sato’s sudden change of
mind on China was embedded in US-Japan affairs, based on his desire for the return

of Okinawa.

The impor'tancé of Okinawa to Sato is revealed in the fact that he was the first Prime
Minister to visit Okinawa in August 1965. It was on this occasion that he made his
famous statement:. ‘I well understand that the postwar era has not ended for as long
as Okinawa is not restored to the fatherland’.27 Sato seems to have found it politic to
act in concert with the United States on the question of its China policy and to
express Japan’s support for the Vietnam War in order for Okinawa to be retu_rned.28
It was noteworthy, however, that Japan intensified its efforts to dilute the political
overtones in its foreign policy statements and approaches for fear of giving the
impression of hostility to China (Watanabe 1992 117). This was because those who
supported recognition of China were acqumng influence within Japan and trade with
China was increasing. Sato’s obsession with the return of Okinawa and his pursult of

US Asia policy, nonetheless, led to an intensification of his anti-communist stance.?®

27 The support of the then US ambassador to Japan, Edwin Reischauer, on the Okinawa issue,
encouraged Sato. Reischauer believed that as long as the United States continued to occupy Okinawa,
the US-Japan partnership would not be properly established (Iriye 1991: 137).

28 For instance, Sato visited South Vietnam in October 1967 to extract concessions from the United
States on the Okinawa issue, although he faced strong opposition OUtSldC and even inside his own party
(Sudo 1992: 70).

29 Sato prohibited the Export-Import Bank from extending loans to China in 1965 and in September
1967 he visited Taiwan as Prime Minister. Both actions provoked antagonism from China and
aggravated Japan—China relations. The purpose of these actions was also to attempt to win favour from

the United States on the Okinawa issue. Sato was awarded Nobel Prize for Peace for contributing to
Okinawa’s return in 1974,
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Sato’s high profile in foreign policy and his explicit pro-American stance were also
observed in his diplomacy in Asia. The United States increased its commitment to the
Vietnam War and expected Japan to support its Cold War policy. This was made
explicit in the statement by Dean Rusk, then Secretary of State, in July 1967, when he
said that to ensure security for free Asian countries, Japan would be expected to
create a ‘soft wall’, a stability in the region through economic cooperation (Mainichi
Shimbun, 8 December 1969). Sato then attempted to use economic cooperation for
political purposes and, to do this, relied on regional multilateral institutions to share
the burden by allocating more economic assistance to non-communist countries in

Southeast Asia and pursuing a high profile Asian policy (Yasutomo 1983: 56).

Japan’s initiative in Asia Pacific regionalism
The first step in fulfilling this ‘political’ purpose was to convene the Ministerial -
Conference for Economic Development in Southeast Asia in Tokyo in April 1966, the
first intemational conference convened by the Japanese government in the postwar
period. The initiative was based on the notion that economic assistance to -developing
countries was the weightiest responsibility of developed countries and that inaction
would result in in'iemational instability, which could cause pommunism to prevail
(Yoshino 1966: 16). It was also partly a response to US urging. President Johnson
delivered a speech in April 1965 in which he expressed his willingness to contribute
US$ 1 billion towards economic development in Southeast Asia and asked other
countries, including even the Soviet Union and North Vietnam, to cooperate in this.
Japan was expected to contribute more to the undertaking and senior US officials,
including Walt Rostow and Eugene Black, visited Japan to persuade it to do so. Sato
took steps to convene the Ministerial Conference, indicating his desire to integrate
Japan’s policy with that of the United States. At the Ministerial Conference, Japan
announced the establishment of the Asian Agricultural Fund, an investigation into the
possibility of importing grain on a long-term basis and a further endeavour to allocate
1 per cent of Japan’s GNP to ODA (Yamamoto 1984: 90). The policies that Japan.
announcved also marked a change in its approach to assistance in Southeast Asia, a

transformation realised in Japan’s participation in the 1964 UNCTAD meeting.
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The second step was Japan’s strong commitment to the establishment of the ADB.3°
Through its commitment to the ADB, Japan expected that ‘larger projects could be
financed and foreign aid would be more effectively utilised than in the case of bilateral
aid’ (Sudo 1992: 65). Japan’s eagerness led it to commit US $200 million as its
contribution to the Bank and to invite the Bank to establish its headquarters in
Tokyo. The sum of $200 million was equivalent to the US contribution to the Bank
and ‘this was the first time since the war that a major American contribution to an

international agency was matched by any other country in the world’ (Jo 1968: 785).

Southeast Asian countries’ acceptance of Japan’s initiatives in establishing the two
regional organisations was fuelled by their expectation that Japan would provide
more assistance. In the early 1960s, most of the aid given by developed countries and
international aid organisations such as the World Bank was to Affican and Latin
American countries rather than Southeast Asian countries. In 1963, Southeast Asian
countries obtained about only 8 per cent of the total aid, and the sum of Southeast
Asian aid per capita was US $2.9, compared with US $5.9 and $5.0 for African and
Latin American countries, respectively.3! Southeast Asia had to rely on Japan, which
 allocated more than half its aid to Southeast Asia, making Japan its major source of
aid. Such reliance created favourable coﬁditions for Japan to assume a leading role in

the establishment of the Ministerial Conference and the ADB.

Like Kishi and Ikeda, Sato’s confidence in Japan as an Asian leader was another
motivation pushing him to take the initiative in the two regional institutions, as can be

seen in his speech in 1966 (cited in Yasutomo 1983: 56):

Japan, as one of the few countries in Asia enjoying political stability and
possessing a highly industrialised economy, considers herself to be in a
unique position to offer as much of a contribution as possible within her own
capacity toward the achievement of stability and prosperity in Asia.

This perception was due partly to Japan’s recording a trade surplus in 1965 and to

US support for Japan in taking the lead in regional economic institutions. Sato

30 Takeshi Watanabe (1977: 1-2), the first President of the ADB, explained the necessity of the Bank:
‘we felt that the requirements of Asian development were too large to be met solely by the World Bank
whose activities in Asia were far from adequate’.

31 Sekai, June 1966: 152-53. If South Vietnam, which obtained massive aid from the United States, was
excluded from Southeast Asia, the sum per capita would have been much lower.
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described Japan’s initiatives as part of the peaceful purpose behind Japan’s economic
diplomacy (MOFA 1973: 1). It was also a sign of Japan’s leadership obligations, as
expressed in his speech in November 1969: ‘I believe that it is Japan rather than the
United States that should take the leading role in such fields as economic and
technical assistance towards the nation-building efforts of the Asian countries’ (cited
in Guillain 1970: 488). Japanese prime ministers had touched upon the issue of
US-Japan cooperation in development assistance in Southeast Asia, but Sato’s
speech showed a unilateral commitment to take the initiative on the part of Japan. It

also reflected a willingness to share the burden with the United States.

Yet Japan, obsessed with taking a leading role in the region, neglected to address
Southeast Asians’ fear of its dominance as well as their negative perceptions of Japan.
They criticised the two regional institutions that Japan had initiated as avenues to
advocate its economic leadership (Chantapan 1993: 84). Their fear and lasting
| negative perceptioﬁs of J. apan were especially evident when Manila was chosen as the
location for ADB headquaftefs. Japan had hoped that Tokyo would be selected. This
- decision shocked Japan,32 but it carried with it a lesson, as Yasutomo (1983: 187)
acknowledged. ‘Beware of Asian fears concerhing Japah’s aspirations in the region,
and do not consider prestige as an award autqmatically bestowed solely on the basis
of a nation’s economic accomplishments.” This lesson, together with the riots that
- took place when Tanaka visited the region in 1974, caused Japan to handle its

diplomacy in Asia in the mid-1970s more sensitively.

Summary

Sato’s strongv commitment to assisting Southeast Asia on the basis of multilateral
institutions provided the starting point for Japan’s initiatives in the region. While Sato
thought Japan should make a considerable effort to assist Southeast Asia, his policy
priority seems to have been the integration of Japanesé régidnal policy with that of

‘the United States to create a favourable atmosphere for the return of Okinawa.33 As

32 Tt was reported that Japan’s delegate to the meeting, Aiichiro Fujiyama, a former Foreign Minister,

‘ suddenly became pale, when Manila was announced as the headquarter’s location (Yasutomo 1983: 91).
33 Sato, however, did not take any military action to support the growing US involvement in the
Vietnam War, although he well understood and supported US Asia policy. Japan provided financial aid
to South Vietnam, which accounted for $9.7 million from 1964 to 1970, but Japan was ranked sixth in
total aid to South Vietnam following the United States, Germany, France, Australia and Canada. Also,
Japanese aid took the form of non-military commodities such as hospitals and medical assistance. When

63



the joint communique issued by Johnson and Sato in November 1967 pointed out,
both leaders recognised that regional peace and stability would be maintained not
only by military actions but also by political stability and economic development
(Yamamoto 1984: 105). Japan was expected to make a substantial contribution to
this economic support and Sato maintained this through Japan’s initiatives in the
Ministerial Conference for Economic Development in Southeast Asia and the ADB in

1966.

Southeast Asia’s endorsement of Japan’s leadership was important. When Japan’s
balance of payment turned to surplus in 1965, Japan could allocate considerable aid
to, make substantial investments in and absorb export products from Southeast Asia,
all of which helped their economic development. This second period saw Japan
fulfilling a condition for its leadership role in Asia, namely the attainment of economic
recovery and the establishment of its status as fhe industrialised nation in Asia
through its ‘commitment to Asia Pacific regionalism. Yet Southeast Asia’s
endorsement of Japan’s political role remained qualified. Japan was rejected as a
venue for the ADB’s headquarters:and negativé views toward Japan increased duﬁng

the Tanaka period.
The third period (1972-74)

Nixon’s sudden announcement of the visit to China in 1971 and the prospect of the
end of the Vietnam War led Japan to attempt to pursue a more independent foreign
policy in Asia. This approach was promoted by Kakuei Tanaka. After Okinawa was
returned to Japan in May 1972, Sato left office and Tanaka took over from him in
July o.f the same year. As Prime Minister, Tanaka dealt with two major diplomatic
issues, normalisation of relations with China and the 1973 Oil Shock, both of which
contributed to Japan’s pursuit of diplomacy independently from the United States.
This distinguished Tanaka from his predecessors. Tanaka’s ideas on Asia Pacific
cooperation derived from his personal views, which were influenced by these two

diplomatic events. In taking advantage of the opportunity to conduct more

the first ASPAC was held in Seoul in 1966, Japan intensified its efforts to prevent the Conference from
becoming a military alliance against communist countries. This was due to the strong opposition of the
Japanese public to the Vietnam War, and the Constitutional ban on Japanese military activities. Also,
Japan wished not to antagonise China.
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[ N .
autonomous diplomacy, Tanaka hoped to establish a regional framework, partly to

secure a stable supply of natural resources in Asia and the Pacific.

Tanaka and normalisation of the relationship with China

Following Nixon’s visit to China in February 1972, Tanaka paid his historic visit to
Beijing in September 1972, after which J apan normalised its relationship with
China.34 Although it took a further six years for Japan and China to reach agreement
on the Japan—China Peace Treaty, rapprochement with China was significant in
removing a substantial constraint on Japanese diplomacy in Asia and in enlarging
Japan’s diplomatic scope in the region.3® This meant that Japan could conduct its
regional diplomacy without being constrained by the China issue and without taking
ideology into consideration. In developing its own Asia policy, Jaoan had to take into
account US Cold War policy which, in the Asian relgon, had focused on China until
1972. Japan was now largely free of such ties in its regional diplomacy3¢ and it no

longer needed to deal with such problems in new approach to the region taken by
Tanaka. |

Although rapprochement would have been impossible without a change by the United
States to its China policy, Tanaka’s personal commitment to normalising the
relationship was important.37 Tanaka’s determination was so firm that rapprochement
was achieved soon after Tanaka came to office in the middle of 1972, despite the fact
that the Umted States did not normahse its relationship until 1979. A Japanese
diplomat pomted out that although Japanese foreign policy had been strongly
influenced by US policy, Japan had proceeded independently with preparations for

34 Nixon’s announcement of his visit to China in July 1971 without any prior notice to Japan was a
great shock to Japan, which had faithfully followed the US containment policy on China. The ‘Nixon
Shock’ was part of the cause of Sato’s resignation as Prime Minister. In fact, there had been strong
voices in Japanese business and political circles (even in the Liberal Democratic Party (LDP) prior to
this shock, that argued for a diplomatic relationship with China. Sato’s successor was thus expected to
take firm action towards rapprochement with China. Takeo Fukuda, foreign minister in the last Sato
Cabinet, was thought to be a strong candidate, but his pro-Taiwan stance partly prevented his becoming
the Prime Minister after Sato. :
35 Tanaka recalled that the normalised relationship between Japan and China was intended to reinforce
regional security, a move more effective than creating an Asian version of the North Atlantic Treaty
Organisation (NATO) (Yanagida 1983; 266).

36 For instance, Japan confidentially dispatched a Director of the As1an Bureau in MOFA to Hanoi in
March 1973 to seck rapprochement with North Vietnam when the Vietnam War was not yet over
(Tomoda 1988: 46).
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rapprochement (cited in Tomoda 1989: 44). Tanaka’s prompt policy change, along
with the fact that the United States was decreasing its commitment to Asia due to the
end of the Vietnam War, enabled Japan to pursue its diplomacy in Asia more

independently.

Tanaka’s resource diplomacy

Another aspect of Tanaka’s autonomy centred on resource diplomaby to ensure
reliable supplies of natural resources. According to Kozo Watanabe, an LDP
politician and one of Tanaka’s factional aides, the sudden US announcement of
Nixon’s visit to China made Tanaka believe that Japan had been slighted and was not
being accorded appropriate treatment as an independent country. It concerned him
that US—China relations would become central to US Asia policy, marginalising
US-Japan relations. Tanaka thus thought that Japan should do whatever it needed to
secure suppliers of natural resources without such a heavy reliance on the United
States (Tahara 1976: 166) and that diversified resource diplomacy was necessary to
cater for the increasing domestic demand for energy (Shibusawa 1984: 78).
Accordingly, Tanaka conducted resource diplomacy with many countries other than
the United States to establish the means to obtain natural resources independently

from the major oil companies of the United States, on which Japan had previously

relied for o1l .38

Tanaka’s belief was stimulated when the Organisation of Arab Petroleum Exporting
Countries (OAPEC) announced it would cut oil production by 25 per cent and
classified Japan as an ‘unfriendly country’ in October 19733 Since Japan imported
about 40 per cent of its oil from the members of OAPEC before the Oil Shock,
(Yorke 1983: 52), OAPEC’s announcement came as a shock to Japan. Although the

United States supportéd Israel’s occupation of the former Palestine area, Japan felt

37 Tanaka had expressed his hope of rapid rapprochement with China before he came to office, a move
which was well received by China. This was also a condition for Tanaka to garner support from Miki
and his faction in the LDP Presidential election for Prime Minister.

38 Hayasaka 1987: 328-29. Tanaka visited France, England, West Germany and the Soviet Union in
September—October 1973; Mexico, Brazil and Canada in September 1974; and Australia, New Zealand
and Burma in October—November 1974. This sort of resource diplomacy did not meet with strong
criticism from other developed countries except the United States, because such countries, especially
those in Europe, had also embarked on similar diplomacy for their survival.

39 This was OAPEC’s strategy to change the pro-Israel policy taken by many Western countries,
including Japan. : '

66



compelled to take a different stance.40 Chief Cabinet Secretary Nikaido announced on
22 November 1973 that Japan had requested Israel’s withdrawal from all territories
occupied in 1967, which represented ‘the first break with American foreign policy
since the war’ (Yorke 1983: 52). An implication of the Oil Shock in 1973 for Japan’s
Asia diplomacy was that Japan took a foreign policy position that was not in line with

that of the United States.?!

Tanaka’s vision of Asia Pacific economic cooperation
Tanaka’s views on Asia Pacific regionalism were associated with his diplomacy on
China and resources. He announced his notion of regional cooperation in a speech on
the first administration policies made on 27 January 1973, expressing his hope to
organise a conference to discuss broad issues of regional peace, stability and
economic construction (Nihon Keizai Shimbun, 1 January 1973). His view was
influenced by two factors looming in international politics at the time: the agreement
to end the Vietnam War and China’s re-entry into international society. Agreement
was reached between North Vietnam and the United States four days before Tanaka’s
speech, and Tanaka thought that the move towards the end of the Vietnam War was
“essential for Japan to contribute to stability in the Indochina region. Establishing a .
»dibalogue with other Asian countries was the initial step.#? The plan for the Asia -
Pacific. Peace Conference was the first regional cooperation policy that Japan
attempted to initiate, because the Conference was to fulfil political as well as
economic purposes. The reasoning behind the initiative lay in Tanaka’s hope of taking

a leading role in the establishment of a new regional forum in circumstances where

40 When Henry Kissinger, US Secretary of State, visited Japan after OAPEC’s announcement,
Kissinger rejected Tanaka’s request for a stable oil supply to Japan. Kissinger’s refusal led Tanaka to
consolidate his belief in autonomous diplomacy and gave Kissinger notice that Japan would support the
Arab countries (Iokibe 1989: 49).

41 This pro-Arab policy was communicated directly to the Arabs through subsequent visits by major
Japanese politicians with the aim of removing restrictions on oil exports to Japan. The courtship of the
Arabs to secure oil led to increased government loans to them, and the DAC criticised the growth of
Japanese aid as aiming to secure natural resources rather than assisting developing countries. The sum
of loans to Arab countries amounted to 14 billion yen at that time (Inada 1985: 294).

42 On the China issue, then Foreign Minister Ohira commented that China would be invited to the
Conference because Asia could not be free without a system in which Japan and China as two of the
three regional superpowers along with India could talk about political affairs in Asia. However, some
Japanese observers felt that as the Japan—China rapprochement had been attained just four months prior
to Tanaka’s policy announcement, the idea was premature. ASEAN countries were still struggling with
what stance to adopt in relation to China and whether this might later create concern among other
regional countries, and be seen as an attempt to dominate the region with China after the US
withdrawal. Speed in handling the China issue was reflected in Tanaka’s China policy (Nikon Keizai
Shimbun, 17 January 1973). '
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SEATO and ASPAC were functioning ineffectively due to their anti-communist
stance. According to Keiichi Konaga, Tanaka’s secretary, a major motive behind
Tanaka;s launching the concept of regional cooperation ‘was the idea that middle
power countries in the region would join together to emulate superpowers such as

the United States and the Soviet Union (Tahara 1976: 175).

The observation seems to be reflected in Tanaka’s diplomatic positions: diplomacy
conducted independently of the United States and an emphasis on the North—-South
problem rather than the East-West problem. The first view was reflected in his
prompt approach to normalising relations with China and North Vietnam. Kozo
Watanabe, Tanaka’s political aide, mentioned Tanaka’s idea that as an economic
superpower, Japan should be independent of the United States and increase its
influence by unifying Asia Pacific nations (Tahara 1980: 284). The United States was
- not envisioned as a Conference participant. In a sense, Tanaka’s ideas on Asia Pacific
regionalism, encouraged by drastically changing environments in Asia, were launched
as an attempt to undertakeA‘autonqmous diplomacy’ from the United States.43 Tanaka.
~ stated his second point of view regarding the North—South problem in his speech on
administrative policie's: ‘the world cannot enjoy peace in a real sense without
improving the maldistribution of wealth’ and resolving the North—South problem
(Nihon Keizai Shz’)nbun, 27 January 1973). To improve regionél cooperation, Tanaka

instigated talks with regional countries about Asian stability in the post-Vietnam era.

Tanaka concealed another agénda behind the vision of regional cooperation. His
stated views on regional cooperation were put together by MOFA, but when Tanaka |
was MITI Minister in 1971-72, he had discussed regional cooperation with MITI
officials. This aimed to consolidate his vision of regional cooperation as a policy for
winning the prime -ministership (Nihon Keizai Shimbun, 27 January 1973). A
paﬁicipant in Tanaka’s discussions within MITI revealedvt‘hat ;.[‘anakamight also héye

_ been mapping out a profitable market behind his regional concept (Nihoh Keizai
Shimbun, 27 January 1973). Konaga suggested Australia, Brazil, Canada and

43 For example, Tanaka talked with US presidents four times, but he did not raise his ideas on regional
cooperation as part of the agenda at these meetings. The first meeting was in September 1972 in Hawaii.
The second was in July 1973 in Washington, the third was in April 1974 in Paris and the fourth was in
November 1974 in Tokyo. The first three meetings were with President Nixon and the last was with
President Ford.
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Indonesia, which were all rich in resources, as key countries for contributing to the
Conference 44 Tanaka dispatched a special envoy to Beijing and Jakarta to meet with
Premier Chou En-Lai and President Suharto in February 1973 (FEER, 26 February
1973), but uncertainty in the region due to drastic changes in regional politics

prevented either leader from responding positively to Tanaka’s idea.*

The crucial role of Tanaka’s Southeast Asian diplomacy

Tanaka visited five ASEAN countries in January 1974 and he encountered massive
riots in Thailand and Indonesia.*¢ This marked an important turning point in Japan’s
leadership ambitions in Asia Pacific regionalism. Japan realised that it was‘ imperative
to change its stance and approach towards Southeast Asia and place a higher priority -
on improving relations with ASEAN. During his visits, Tanaka wished to convey
Japan’s appreciation. of ASEAN’s self-help endeavours and its respect for the
solidarity of its members.4’” Tanaka also wanted to investigate Japan’s role in a
situation where the United States had decreased its commitment to the region, but
Southeast Asia still faced a threat from China and the Soviet Un_ioh. Tanaka hoped to
seek understanding from ASEAN, refuting the idea that Japan intended to control

ASEAN countries using its economic might.

Anti-Japanese feeling had been exacerbated by Japan’s growing economic presence in

Southeast Asia, and malpractice by Japanese business people.*® At Bangkok airport,

44 Tahara 1976: 178. Tanaka talked about uranium development and regional economic cooperatmn
with his counterparts from the above four countries when he visited them.

43 In all five joint communiques issued with five ASEAN nations in 1974, Tanaka successfully
conveyed the mutual agreement that regional cooperation was important for its contribution to regional
prosperity and peace and that such cooperation should be in line with the interests of ASEAN nations.
This was achieved despite the strong anti-Japanese sentiments prevailing Southeast Asia during his
visits.

46 Smaller-scale anti-Japanese activities were also seen in Singapore, where students submitted a
document protesting about Japanese business practices, and in Malaysia where Japanese national flags
were burned. As Manila was under martial law at that time, anti-Japanese demonstrations did not take
place so overtly.

47 Two of the regional institutions which Japan had expected to work with on the issues of regional
cooperation and direct dialogue with Southeast Asia, ASPEC and the Ministerial Conferences for the
Economic Development of Southeast Asia, had all but collapsed by the time Tanaka came to office in

- 1972. The Tanaka Administration instead shifted its focus to ASEAN. The Foreign Minister, Masayoshi
Ohira, made a speech in the Diet in January 1973, in which he asserted that Japan highly valued
ASEAN’s self-help and its intention to pursue autonomy and was ready to offer full assistance and
cooperation. This was the first speech in the Diet that officially acknowledged ASEAN (Yamamoto
1984: 322).

48 There was a strong voice within the LDP against Tanaka’s visit to Southeast Asia due to prevailing
anti-Japanese sentiment in the region (Sato 1994: 124-25).
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' : :
Tanaka faced almost 2,000 students carrying placards with slogans such as ‘Get out

you ugly imperialist’ and ‘Imperialist monster Tanaka’ (Shibusawa 1984: 76). In
Jakarta, when Tanaka arrived, the city was already filled with student rioters and the
situation worsened the following day, when ‘Cars were set ablaze, the Rising Sun
was lowered from the flag masts of government buildings and troops fired over the

heads of the mob’.4°
Why did such anti-Japanese protests gather such force?

Firstly, anti-Japanese sentiment was associated with the malpractice of Japanese
business people in the region who used bribery, ‘dummy’ personnel and a
discriminatory 'wage system. Anti-Japanese movements in Thailand and Indonesia
also incorporated domestic anti-government elements; demonstrators thought
Japanese economic entry into the region had contributed to local government
officers’ linirig their own pockets (Lim 1974: 94). As Shibusawa (1984: 77) stated,
‘there was rumour of corruption in high plaées as well as alleged collusion between
Indonesian power elites and Japanese business interests’.® The exclusiveness of the
Japanese living in the region also fostered anti-Japanese sentiment.’! Former Thai
economic affairs minister Atthakorn made a similar point in 1969 noting that ‘f;he
Japanese come to Thailand by Japanese airplanes, stay at Japanese—manéged hotels,
do their sightseeing with Japanese guides and eat at Japanese restaurants. They bring
Thailand no beneﬁts’ (Shibusawa _and‘ Saito 1974:1). This comment by an influential
Southeast Asian is indicative of Southeast Asian sentiments towards the Japanese at
that time. Their self-interested behaviour reminded Southeast Asians of Japan’s

wartime cruelty and was one cause of the anti-Japanese uprisings.

49 Straits Times, 16 January 1974. In Jakarta rioters attacked Japanese companies and restaurants, set
fire to Japanese cars, threw stones at hotels where Japanese journalists were staying and some Japanese
Jjournalists were chased by rioters with swords. The anti-Japanese riots, at least in Jakarta, were closely
linked with Indonesian citizens’ feelings of impatience because they did not enjoy the benefits of
economic development, which President Suhatro had promoted as his central policy.

30 These rumours had reached Japan, and Tanaka, prior to his visit to the region, announced the
government would order companies guilty of malpractice to withdraw their business from the region
(Nihon Keizai Shimbun, 6 January 1974).

51 The then Indonesian Vice President Sultan stated that ‘the Japanese are too exclusive ... They don’t
mix with our people ... They have their own clubs, their own restaurants, their schools. It revives bad
memories of the occupation’ (cited in Khamchoo 1986: 81).
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Secondly, Japan’s increasing economic presence stimulated nationalism among
Southeast Asians. Thailand in particular, as it had never been colonised, reacted
sharply to alien dominance of the indigenous economy and society (Lim 1974: 95). In
the Thai doméstic market in 1969, Japanese products formed a substantial proportion
of synthetic fibre (100 per cent), auto-cycles (97 per cent), glass (87 per cent) and
automobiles (55 per cent) (Khamchoo 1986: 79). Thailand’s trade dependence on
Japan was 37 per cent for imports and 21 per cent for exports, both of which were
the largest among ASEAN members. Moreover, 82 per cent of the Thai trade deficit
in 1972 stemmed from trade with Japan (Nihon Keizai Shimbun, 4 January 1974). In
Indonesia’s case, Japan had recorded trade deficits due mainly to its oil imports, but
the problem lay in the nature of the investments. Japanese investments were the
largést of all foreign investments in 1973, but unlike USbinvestments, which were
scattered in rural areas, Japanese investment focused on urban areas ahd deployed
flashy neon advertisements (Nihon Keizai Shimbun, 17 January 1974). This gave the
impression that foreign capital was mainly from Japan and suggested a more solid
Japanese economic presénce in Indonesia. Foreign capital was also seen to promote
corruption among Indonesian officials. Rioters used the Japanese economic presénce

and Tanaka visit as scapegoats for anti-government rallies against corruption.’?

After returning to Japan, Tanaka made a swift announcement to promote economic
cooperation conducted by the government. Economic cooperation sponsored by
private Japanese companieé was profit-based, and government-based aid accounted
for only 21 per cent of total Japanese aid in 1972 (Nihon Keizai Shimbun, 17 January
1974). In addition, the government confirmed that Japan’s aid should be directed
towards improving the infrastructure of ASEAN countﬁés, in line with the
expectations of the inhabitants.53 These moves were part of a review of Japan’s

Southeast Asia policy.

32 In Thailand and Indonesia, anti-Japanese riots ‘soon died down under the weight of more pressing
political problems’ and ‘hardly left any serious scars at all on the region’s subsequent relations with
Japan’ (Shibusawa 1984: 78). As Indonesian Foreign Minister Malik said, Indonesian resentment
towards ethnic Chinese, who benefited substantially from Indonesia’s open economic policy, also
contributed to the riot. In the wake of Tanaka’s visit, Indonesia’s investment laws were altered to
prevent 100.per cent foreign ownership (cited in Funabashi 1995: 229).

33 These movements resulted in acceleration of the establishment of the Japan International
Cooperation Agency (JICA), which unified the then four international cooperation organisations set up
in different ministries.
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Tanaka’s encounters with anti-Japanese protests in Southeast Asia were perhaps
inevitable. While Southeast Asians were intensifying their self-help efforts through
ASEAN, Japan was attempting to conduct diplomacy independently of the United
States which had hitherto played a ‘buffer’ role smoothing tensions between the
Japanese and Southeast Asians (Soeya 1991: 183). Yet, as the then Director-General
of LDP, Nikaido, announced, these encounters were not necessarily harmful to Japan
in the long run because they provided an opportunity for Japan to rethink its
diplomatic approaches to Southeast Asia and assisted mutual understanding (Nihon

Keizai Shimbun, 16 January 1974).
The fourth period (1974-78)

Takeo Miki and Takeo Fukuda, who came into power in December 1974 and
December 1976, respectively, both placed a much higher priority on foreign policy
towards ASEAN than on launching plans for Asia Pacific regional cooperation,
discarding self-interested economic diplomacy. Nagai (1980: 7) comments that their
diplomacy with ASEAN was an attempt fo move away from a diplomacy of
economy, by economy and for economy. Miki and Fukuda’s ASEAN-centred .

diplomacy was a new approach, promoted by Tanaka’s reception in Southeast Asia.

Miki Takeo and Japan's initial dpproach to ASEAN

When speaking of the anti-Japanese protests during in Tanaka’s visit to ASEAN,
Miki as Deputy Prime Minister said on 16 January 1974 that ‘the time has come for
the Government to conduct a serious review of pfevioUs foreign policy and of
economic cooperation’ (cited in Sudo 1992: 72). Miki took the anti-Japanese
sentiments expressed during Tanaka’s visits as a serious warning about Japan’s
Southeast Asia policy as well as an opportunity to review the policy conducted over
the previous two decades (Sudo 1992: 72). The pro-ASEAN stance led to a common
observation that it Was not until Takeo Miki became Prime Minister in December
1974 that Japan paid serious attention to ASEAN.54 For instance, Miki convened the
Asia Pacific Ambassadors’ Meeting, in which: ambassadors exchanged views on

regional affairs, especially ASEAN, in the post-Vietnam War era (Nihon Keizai
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Shimbun, 16 July 1975). Miki also dispatched Saburo Okita, the then president of the
Overseas Economic Cooperation Fund (OECF) to ASEAN in July 1975 to discuss
Southeast Asian issues with US President Ford at his meeting in August 1975 (Nihon
Keizai Shimbun, 10 July 1975). During his visit to Washington, Miki outlined his
ASEAN policy and stated that ‘Japan will be prepared to extend its positive support
to ASEAN’s activities, while respecting the initiatives and aspirations of its member

countries’ (Sudo 1992: 119).

At thé 31st LDP convention held in January 1976, Miki spoke of ASEAN for the first
time as the principal actor in Southeast Asia, which, along with Japan, could
contribute to stabilising the region.’® Miki envisaged three plans to improve relations
with ASEAN countries: 1) to develop an Asian version of the Lome Agreement 2) to
triple its Official Development Aid (ODA) and 3) to contribute to the International
Agricultural Development Fund (Nakamura 1981: 131). Although all these plans
~ were abandoned due to opposition from the Ministry of Finance, Which had
experienced financial difficulties caused .by the Oil Shock and was reluctant to
~ increase expenditure, they were indicative of Miki’s keenneés_ to forge good relations
with .ASEAN countries. Miki capitalised on every opportunity to express his pro-
ASEAN stance. |

Miki’s pro-ASEAN stance was also evident when he attended the first G—6 Summit
Meeting held in Rambouillet, France, in November 1975. Miki argued the significance
of the North—South issue, although the Summit was designed to concentrate on trade
and financial issues among developed countries and Japan was assigned to work on
trade issues. Miki’s suggestion that clauses concerning the North—South issue be
incorporated into the Summit Declaration was rejected by other leaders, leaving Miki
temporarily isolated. Miki, nevertheless, made a direct appeal to the“host of the

summit, President Giscard d’Estaing, and eventually mariagéd to persuade him and

34 . As mentioned earlier, signs of Japan’s greater priority to ASEAN were evident during the Tanaka
administration, but support for and recognition of ASEAN was much more explicitly pursued by Miki.
This view is shared by Khamchoo (1986: 191) and Yamakage (1991: 178).

33 Sudo 1992: 120. In fact, Miki and MOFA regarded 1976 as the year for activating diplomacy in
Southeast Asia (Nihon Keizai Shimbun, 30 December 1975).
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other leaders to incorporate a clause on the North-South issue into the Declaration 56
Miki’s efforts stemmed from his éonsciousness of being the only Asian representative
at the Summit, and his adherence to the North—South issue reflected ASEAN
anxieties. His awareness of his role as the Asian representative also influenced Miki
to show consideration for ASEAN countries by telling MOFA to pass on the
outcomes of the Rambouillet summit to ASEAN (Nihon Keizai Shimbun, 21
November 1975).

Participation at the summit suggested to him an Asian version of the Rambouillet
summit between Japan and ASEAN, an idea that could be regarded as the highlight of
his ASEAN diplomacy. The rationale behind his thinking is reflected in his statement:

At the Rambouillet summit, the top leaders became so friendly with one
another that they called each other by first names. This kind of
communication has not been promoted between our country and the ASEAN
countries, which are ‘supposed to be in the closest relationship with each .
other. (cited in Khamchoo 1986: 193)

Miki then expressed a desire to viéit the ASEAN countries when they were scheduled
to hold the first ASEAN Summit Meeting in February 1976. MOFA thought that
Miki’s participation at the summit meeting could help it define Japan’s ASEAN

policy in a more concrete way (Nihon Keizai Shimbun, 30 December 1975).

Despite Miki’s hope of attending the summit, he was not invited. This was partly
because the summit Was intended to discuss regional affairs after the communist
victories in Indochina, and ASEAN countries feared Vietnam’s reaction if Miki
attended the summit meeting (Nikon Keizai Shimbun, 1 February 1976). If Japan
were to join the summit meeting, Vietnam might view ASEAN as an anti-communist
bloc. In short, ASEAN was struggling with issues of its own identity and wanted to

avoid intervention from a larger country like Japan.

36 Nakamura 1981: 141. As argued in Chapter 6, the North—South issue and bringing Asia and the
Western countries closer together reflected Miki’s enthusiasm about his Asia Pacific policy which he
had conceived as Foreign Minister in 1966-68. )

74



Furthermore, as Lee Koﬁan Yew said, .ASEAN as an organisation had yet to define its
relationship with Japan.5” ASEAN members were still suspicious of Japan’s
approaches despite Miki’s endeavours, as was evident in the first Japan—-ASEAN
official dialogue concerning ASEAN’s complaint about Japanese synthetic rubber
production and exports. Natural rubber was a major and crucial source of exports for
some ASEAN countries,® and as the petrochemical industfy grew, Japan was
increasing its exports of synthetic rubber, causing the price of natural rubber to fall.
ASEAN asked Japan to hold a meeting to resolve the problem, and the meeting was
held in November 1973. During 1973-76, ASEAN continued to criticise Japan by
name in the joint communiques released after its annual ministerial meetings, although
the communiques accentuated its good relationships with other countries such as
Australia, Canada and those in Europe (Kume 1977: 336). The prolonged process of
resolving the rubber problem between Japan and ASEAN led to irritation with, and
suspicion of, Japan among ASEAN countries. When Miki expressed his hope of
attending the ASEAN summit meeting, a solution had not been reached. The problem

was resolved immediately before Fukuda took over from Miki.

The United States, which hoped to reduce its commitment in Southeast Asia after the
Vietnam War, and under pressure from Congress, welcomed Japan’s initiative. to
contribute to the region (Sudo 1992: 81). This was apparent at the meeﬁng between .
Miki and President Ford on 5-6 August 1975 in Washington in which US policy
commitment to Southeast Asia was uncléar, whereas Japan’s approach was more
decided. Miki, however, had to Wait for ASEAN to consolidate ‘and to assist it
substantially with its eéonomic growth before it would welcome Japan. Miki’s
consistent and tenacious pro-ASEAN approaches helped Southeast Asians gradually
overcome their suspicion of Japan, giving a more positive percepﬁon of the country.
Miki’s endeavours paved the way for his successor, Fukuda, to liaise directly with

ASEAN countries and announce the so-called ‘Fukuda Doctrine’.

37 Yomiuri Shimbun, 26 May 1976. Also, ASEAN members held different views on security and
economic cooperation issues and thus they thought it wise to invite external countries including Japan to
the summit meeting only after they had discussed and adjusted their differences.

58 For instance, Malaysia, Indonesia and Thailand accounted for 40 per cent, 25 per cent and 10 per
cent, respectively, of total world rubber production in the early 1970s (Yamakage 1991: 176).
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Takeo Fukuda and the Fukuda Doctrine

Fukuda announced the Fukuda Doctrine on 18 August 1977 in Manila, the last sto'p
of his visit to all ASEAN countries, including Burma. The Fukuda Doctrine is now
regarded as ‘a major turning point in postwar Japan-ASEAN relations in that it
provided what Japan regarded as a statement of its political interests in the Southeast
Asian region’ (Morrison 1988: 422). Fukuda used this new policy to open ‘a new
page in Japan’s foreign policy’ (FEER, 2 September 1977). Evalﬁations of the
Doctrine were based mainly on Japan’s expression of its commitment to Southeast
Asian stability, which was sustained by Fukuda’s hope of making a political
contribution in Southeast Asia. President Marcos, immediately after hearing Fukudé’s
Doctrine speech, showed his respect for Fukuda’s foreign policy by stating: ‘We have
been waiting a long time for this kind of attitude to appeér in Japan. Now, without
any hesitation, I can say that ASEAN really has found a true friend in Pﬁme Minister
Fukuda’ (cited in Shibusawa 1984: 105-6). This sort of praise was heard in every
country he visited (Hara 1984: 247). Japanese prime ministers had never before

received such tribute from Southeast Asia for their foreign policy positions:.

ASEAN’s changed attitude to Japan, which was partly cau‘sedAby exterﬁal factors, led
to Fukuda’s invitation to the ASEAN Summit Meeting and the announcement of the
Doctrine. The US military withdrawal from mainland Southeast Asia at the end of the
- Vietnam War and the 1975 fall of the Lon Nol government in Cambodia and of the
Thieu government in South Vietnam had heightened a sense of instability and
insecurity among Southeast Asians. Insurgency also reméined a significant threat in
all ASEAN countries. Members were consolidating ASEAN by encouraging
economic development. They decided that ‘swift economic development [was] the
only way to combat domestic insurgencies and perceived threats from Indochina’
(FEER, 2 September 1977) and realised that Japan was the only nation that could -
make progress towards stability in the region.. ASEAN countries were ‘placingv
greater expectations on the fact that Japan’s cooperation Would Be more positive than
in the past’ (Khamchoo 1986: 203) and began to see it ‘as »a potentially greater
source of political support’ (Morrison 1988: 421). Senior ASEAN officials and
Ministers, including President Marcos, visited Japan at various stages before
Fuku_da’s visit and expressed their desire for Japan’s economic cooperation. ASEAN

countries well understood the nature of Japan’s contribution: ‘political support’
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through economic cooperation, unlike the military support offered by the United

States.
Fukuda (1995: 277) outlined his philosophy on Asian policy in his memoirs:

Japan is an Asian country, and peace and stability in the region are
indispensable to that of the world and are essential for Japan’s prosperity. I

~ was thus aware of Japan’s responsibility to make a positive contribution to
peace and stability in the region.

This idea in itself was not unique. The uniqueness lay in the fact Fukuda had’

 articulated the methods to embody this notion in the Doctrine.

The first point of the Doctrine was that Japan, a nation committed to peace, rejected
the role of a military power, and was resolved to continue to work for the peace and
prosperity of Southeast Asia. This was thought necessary to provide a sense of
security among ASEAN countries which were still anxious about Japan’s possible re-
emerging militarism and yet sought Japan’s commitment to regional affairs. The
~ declaration that Japan did not aim to be a military power was necessary for Japan to
- gain approval from ASEAN countries to play a political role in Soufheast Asia. While =

previdus Japanese leaders had expressed the same wish, the timing of the United

States’ redﬁction in its commitment to Southeast Asia coinciding with ASEAN’s

need for economic aid for its economic take-off rendered Fukuda’s message much

more acceptable to ASEAN.

The second point of the Doctrine was that Japan, as a true friend of the countries of
Southeast Asia, would do its best to build a relationship of mutual confidence and
trust based on a ‘heart-to-heart’ understanding, not only in political and economic
areas, but also in social and cultural areas. This was based on Fukuda’s idea that the
Japan—ASEAN relationship, confined to money and goods, should be converted to
one based on ‘heart-to-heart’ contact.’® This abstract notion of ‘heart-to-heart’

relations was Fukuda’s attempt to modify Japan’s negative image as selfishly

%% Fukuda had learnt a lesson about how to approach ASEAN from his predecessors’ failures. Fukuda
was a major Japanese political figure who took initiatives in fostering grass-roots level exchanges
between Japan and Southeast Asia and made the decision to contribute 5 billion yen to the ASEAN
Cultural Fund. Fukuda’s personal affinity with Southeast Asia was embodied in the Doctrine.
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pursuing economic benefits, as an ‘economic animal’, and to create a friendly
relationship with ASEAN countries on the basis of mutual understanding and
confidence (Nishiyama 1977: 5). The notion originated in Fukuda’s memory of
Japan’s defeat in the contest over the ADB’s headquarters with the Filipinos in 1966,
an event to which Fukuda referred: ‘if we do not develop a heart-to-heart relationship
with the people in Asia, similar events will take place again’ (cited in Sudo 1992:
122). Fukuda believed the emergence of the anti-Japanese proteét movement
unleashed during Tanaka’s 1974 visit could have been avoided if Japan had attempted
to cultivate mutual trust with Southeast Asia (Atarashi 1984: 112).

The third point was that Japan would be an equal partner with ASEAN members, and
cooperate positively with them in their efforts to-strengthen their solidarity and
resilience while aiming to foster a relationship based on mutual understanding with
the nations of Indochina. Japan would thus contribute to the building of peace and
prosperity throughout Southeast Asia. This point, according to Yosuke Nakae, then
Director-General of the Asia Bureau of MOFA and one of the drafters of the
Doctrine, ‘was the highlight of the Doctrine. At the LDP’s Security Council, Nakae .
said’tha't' ‘successful coexistence between non-communist ASEAN and communist
Indochina would contribute to peace and stability in Southeast Asia as a wholé,
which would also be favourable for Japan’ (cited in Yamamoto 1984: 329). This
statement embodied Fukuda’s wish to make a contribution to Southeast Asia by
playing an intermediary role between ASEAN and Indochina as one of the few
countries that ‘maintained friendly relations with bofh groups’ (Chantapan 1993:
157). Japanese leaders judged that if the fall of Saigon were to have a ‘domino
effect’, it could lead to Vietnam’s domination of ASEAN. Vietnam was leaning
towards the Soviét Union because of worsening China—Vietnam relations; the oil
route from the Middle East would be jeopardised, thus jeopardising the basis of
Japan’s economic security.®® This dual-purpose diplomatic undertaking fér the region
and Japan helped link ASEAN and Indochina. Also, as one Southeast Asian observer

noted, insistence on an equal partnership served to ‘eradicate the negative image of

60 Shibusawa 1984: 102. About 40 per cent of Japan’s 1974 imports came through the Straits of
Malacca and 78 per cent of oil imports was transported via the Straits (Kume 1977: 322).
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Japanese economic exploitation, cultural arrogance and social aloofness towards

Southeast Asian countries’ 61

Apart from the Doctrine, Fukuda announced during his visit that Japan would provide
a loan of approximately US$1 billion to ASEAN countries for five major industrial
projects. Japan also promised to multiply ODA in the coming five years (modified
later to three years), and ASEAN coﬁntries were to be the major recipients.®?
Fukuda, like most of his predecessors, thought the North—South issue was the most
pressing problem in world politics, and this unprecedented amount of aid was another
indication of Japan’s wish to contribute to ASEAN’s further development (Sudo
1992: 154). A number of factors influenced Japan to increase its ODA and focus it on
ASEAN countries. The announcement of development aid helped dispel international
criticism of Japan’s previously low level of aid.* In addition, major developed
countries such as the United States, Britain and France had recorded deficits, but
Japan had recorded a US$4 billion surplus and this was expected to increase in 1977.
This situation provoked criticism ﬁ'om'both developed and deyeloping countries, so
Japan decided to transfer some of the surplus into ODA. Also, in 1977 Japan waé due

to terminate its reparation payments to Asian war victims.

The Fukuda Doctrine and its implications

Nakae summed up the basis for the Fukuda Doctrine as follows:

We felt we could obtain autonomy in our diplomacy after the Vietnam War
since during the war it had been difficult for Japan to take a different line on.
its foreign policy from that of the United States. We thought we could
acquire a free hand for our diplomacy. (cited in Tomoda 1989: 60)

61 Chantapan 1993: 159. Japan, to avoid giving an impression that it took Indochina’s side, expected
Vietnam to utilise its aid to purchase goods from ASEAN countries.

62 ASEAN countries had pressured Japan to import more primary products from them, to increase its
aid and to regulate aid conditions on a bilateral rather than a multilateral basis. The amount of Japan’s
ODA in 1974 halved in comparison with the previous year and the ratio of GNP accounted for 0.65 per
" cent, which was substantially below the 1 per cent of the national target due to negative growth caused
by the Oil Shock (Nihon Keizai Shimbun, 19 December 1976). Japan recorded negative growth in 1974
for the first time in the postwar era. ’ o

63 Shibusawa 1984: 103. In the 1976 fiscal year, Japan’s ODA had decreased to 0.2 per cent of its GDP,
while the figures in 1974 and 1975 were 0.25 and 0.23 per cent, respectively. For Western developed
countries, the average figure was 0.33 per cent of GNP (Khamchoo 1986: 201).
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This statement indicates that the Doctrine was an examplé of ‘autonomous
diplomacy’, a feeling that Japan could conduct its 'regional diplomacy without
ideological bondage, and without abiding by US Cold War policy in the region. Japan
did not embark on prior consultation with the United States in launching the Doctrine
(Tomoda 1989: 60), and the Doctrine did not smack of ideology, as reflected in its
insistence on coexistence between'ASEAN and Indochinese countries. Considering
these elements, as well as the ASEAN-oriented character of the Doctrine, the Fukuda
Doctrine may be characterised as foreign policy autonomous from the United States.

Yet Fukuda himself took a different view.

Fukuda’s diplomacy, according to Fukuda himsélf, aimed to be multi-directional
(zenhoui gaiko). Fukuda conceived two diplomatic missions for his administration: to
expand Japan’s diplomatic basis and to allow Japba'n to assume a leadership role in the
turmoil of the international economy (Fukudé 1995: 271-72). Multi-directional
diplomacy was a tool to accomplish the first mission and meant, as he says in his
memoirs, Aintensifying Japan’s commitment to diplomatic affairs in other regions
rather than adjusting di‘plomacy“ within a framework centred on the bilateral
relationship with the United States (Fukuda 1995: 271). Fukuda, nevertheless,
emphasises the relationship with the United States in the later section of the menioirs
and writes that multi-directional diplomacy was to operate from the basis of Japan’s
relationship with the United States (Fukuda 1995: 272). Fukuda recollected that he
visited the United States soon after his inaﬁgurati,on and that he and President Carter
had discusséd‘ various intemational affairs, including Southeast Asia. As a result of
these discussions, he visited ASEAN countries (Fukuda 1995: 272). The Joint
Communique issued by both leaders recognised Japan’s regional contribution and this
Was viewed as Japan sharing the burden with the United States; the United States
would continue its security commitment, though to a lesser extent, and Japan would
take the lead in economic cooperation.é* Americans were reluctant to touch on
Southeast Asia affairs in the wake of the Vietnam War and were willing to see Japan
undertaking active diplomacy. The Fukuda Doctrine could be characterised as

autonomous diplomacy, but the autonomous characteristics of the Doctrine were

64 Richard Holbrooke, the US Assistant Secretary of State for East Asian and Pacific Affairs,
commented on Japan’s economic involvement in the region: ‘What we have done ... is to tell the
Japanese that it is our view that in the long run we hope the Japanese will play a constructive, larger role
in terms of economic development’ (FEER, 18 November 1977).
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formulated within a framework of close bilateral relations with the United States. The
Doctrine was an outcome of Fukuda’s philosophy and diplomatic initiatives taken
under circumstances where the United States had begun to disengage itself from the

region and ASEAN countries had started to expect more from Japan.

The Fukuda Doctrine, combined with Miki’s ASEAN-oriented diplomacy,
constituted a favourable environment for their successors to launch a 4fresh approach
to Asia Pacific economic cooperation. It was necessary that ASEAN countries would
recognise Japan as a benevolent contributor to the region, one that did not seek
reward and that conducted diplomacy on the basis of equality. Miki and Fukuda’s
pro-ASEAN diplomacy did not represent a bid for economic benefit, but was sincere
in assisting ASEAN countries and treating them as equal‘ partners. Their diplomatic
efforts as well as Japan’s growing economic power brought about mdre favourable

conditions for Ohira to launch a major initiative for regional economic cooperation.
Conclusion

This chapter examined the background to the development of Japanese prime
ministers’ ideas and approaches to Asia Pacific regionalism as a meaﬁs of setting the
scene for exploring Japan’s role in PECC in Chapter 7. It aimed to clarify how Japan
came to meet the three criteria for foreign policy leadership established in Chapter 2:
capability, willingness, and a favourable environment. At least until the mid-1960s,
Japan’s interest in Asia Pacific regionalism was driven by its interest in establishing
stable markets for Jépanese goods and securing natural resource suppliers, although
Japan’s economic strength still lagged behind other developed countries. Until the
mid-1960s, Japan’s ambitions for leadership in Asia could be regarded as mere
rhetoric. At the first UNCTAD Conference in 1964, Japan was criticised for the
inadequacy of its aid policy. When its balance of payment turned into a surplus in
1965, Japan was well on the way towards achieving the économic capability to
allocate considerable aid to, make substantial investments in and absorb export
products from Southeast Asian countries. The fact that Japan managed to cope with
the economic difficulties caused by the Qil Shock in the mid-1970s and continued to

record strong economic growth also helped entrench its economic prowess as an

81



economic power, a basis which enabled Japan to exercise a leadership role in

institution-building.

As for willingness, Japan had shown a consistent interest in establishing Asia Pacific
regionalism throughout this period and the main rationale behind Japan’s interest
stemmed from the recognition on the part of Japanese prime ministers that Japan
should contribute to the development of Southeast Asia. The focus of the regional
policies of Japanese leaders was to help Southeast Asian development and the key
concept behind the policies can be encapsulated in the phrase ‘solution to the
North—South problem". This reflected Japan’s wish to contribute to regional
economic development as a leader on the basis of its international status as the only
industrialised nation in Asia, a perspective adopted by most Japanese prime ministers.
Miki and Fukuda’s approaches to ASEAN were also influenced by their
consciousness of Japan as a leader contributing to ASEAN, under the banner of
seeking a ‘solution to the North—South problem in Asia’. There was thus no
incbmpatibility in the motives behind Miki and Fukuda’s ASEAN-centred diplomacy

and those of their predecessors.

Another important achievement duriné this period in terms of Japan’s leadership
status was that Japan improved its relations with ASEAN countries. This is relevant
to the third criterion of leadership in institution-building. The improvement resulted
- from Japan’s learning from three occasions: its difficulties at the 1964 UNCTAD
meeting; its defeat by the Philippines over the choice of location for the ADB
Headquarters in 1966; and Tanaka’s encounter with a strong anti-Japanese campaign
and riots during his visit to Southeast Asia in 1974. These were important learning
opportunities'for Japan to establish itself as a leader in institution-building in the Asia
Pacific region. These opportunities encouraged Japan to start committing itself to
diluting the benefits-only approach that had characterised its regional economic
policy. Miki and Fukuda learned from these diplomatic failures and conducted a
diplomacy that was centred on Southeast Asia and aimed at forging a better
relationship with ASEAN. Fukuda and Miki helped to consolidate Japan’s acceptance
by South_east Asia and laid the foundation for their successor to launch a policy of

Asia Pacific regionalism.
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The Cold War structure, which encouraged Japan’s leadership in Asia Pacific
regionalism, was another favourable condition. All Japanese prime ministers since
Kishi, éxcept for Tanaka, discussed their polices on Asia Pacific regionalism and
ASEAN with US presidents. Their policies to help economic development in
Southeast Asia were conducted in the broader context of US—Japan cooperation. US
endorsement was the first step for Japanese prime ministers in carrying out their
policies on regionalism. In general, US presidents supported such Japanese initiatives
as long as they matched US interests: to help economic development in free states in
Southeast Asia. For instance, the United States gave strong support to Japan’s
leadership in establishing the ADB and the Ministerial Conference on Southeast Asian
Development in 1966 under Sato when the United States was embroiléd in the
Vietnam War. The United States also supported the Fukuda Doctrine in 1977 when it

could not maintain its commitment to Southeast Asia in the aftermath of the War.

In short, when Ohira came into power in 1978, Japan met these three leadership -
criteria to a substantial degree. This may have prompted Ohira to take a new
approach to Asia Pacific regioﬁalism. As discussed in Chapter 7, in launching the
Pacific Basin -Cooperation Concept, Ohira neither stressed the significance of
assisting development in Southeast Asia nor used the term ‘North—South problem’.
This reflected a paradigm shift on the part of Japan and Ohira in launching the Pacific
Basin Concept. Japan’s approach, together with Australia’s changing view towards
the Asia Pacific region, contributed to PECC’s establishment as a new institution

whose main purpose was to promote regional trade and investment.

- Nonetheless, Japan’s regard for Southeast Asia, which was reflected in its Asia
Pacific regionalism and further strengthened by Miki and Fukuda’s diplomatic
initiatives with ASEAN, was followed by their successors and incorporated into
subsequent Japanese proposals on regional economic cdopefation. Japan paid special
attention to ASEAN countries and the ASEAN framework in its proposals on
economic regionalism, as detailed in Chapters 7 and 8 on the origins of PECC and
APEC. The rationale behind treating ASEAN respectfully in setting up PECC and
APEC stems partly from the lessons Japan léamed from its long-term diplomatic
difficulties with Southeast Asia when putting into f)lace planbs for regional economic

cooperation between the 1950s and the 1970s,
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4  The evolution of Australia’s approaches to Asia

Pacific regionalism

In the four decades after the Pacific War, Australian conceptions of the Asia Pacific
region and the conception of Australia’s interests in the Asia Pacific region changed
quite remarkably. The war itself and security concerns in the Cold War period gave
primacy to political and security interests in Australia’s Asia Pacific. diplomacy.
Economic growth in Japan and, later, other East Asian economies saw Australia
become gradually enmeshed in the regional economy. Economic interests were
increasing in importance, alongside political and security interests in Australia’s
approach to the Asia Pacific region. This chapter looks at the evolution of Australia’s
approach to the Asia Pacific region after 1949.! How did Australia come to play such
an important role in the establishment of PECC and APEC? These initiatives were
born out of a new understanding of Australia’s interests in the Asia Pacific region that
emerged over these years. The followihg argument describes how this new
understanding came about. An important strand in Australia’s foreign policy
approach towards Asia and the Pacific was its involvement in Southeast Asia. Thé
growing relationship with the ASEAN group was an important part of the
development of Australia’s capacity to take the lead in establishing PECC and APEC,

as will be seen in Chapters 7 and 8.
Australia’s dual perception of the Asia Pacific region
Since Federation in 1901, Australia has looked at the Asia Pacific region in two ways:

as an area of threat and as a source of economic opportunity. The region assumed

- significance to Australia because even though there was seen to be a military threat

1 The year 1949 was significant for Australia’s foreign policy, not only in terms of the change of
government in December from Chifley’s Labor to Menzies’ Liberal-led coalition, but also because of
changes in the regional situation. The UN Security Couincil approved Japan’s establishment of a defence
force of 150,000 in October 1948, which meant Japan was recognised as a US ally. Communist China
emerged in October 1949 as a possible threat to Australia. Indonesia became independent in December
1949, which meant that this large and unstable country emerged as a threat to Australia. The Korean
War, in which Australia was involved as an ally of the United States, broke out in June 1950. These
events, within one and a half years of 1949, all made Australia realise that it had little choice but to
commit itself to regional affairs for its security and prosperity.
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from the north, the same area promised economic growth and opportunities for
Australian trade and investment. Australian leaders came to realise that the
maintenance of security and the enjoyment of Australia’s affluence depended on
stability and prosperity in the region. Australia’s regional diplomacy has focused on
both these elements, affecting its participation in regional secnrity and economic

institutions.

Akaneya (1986: 4) observes that ‘the primary aim of Australian foreign policy has
been directed at maintaining its security, and it has been repeatedly pointed out that
Australian foreign policy is merely an extension of its defence policy.’? A vast
territory, remote from major powers and with a small population, Austt'alia was
“unsure of its protection against its threats such as Japan and China until the early

1970s. It had little choice but to rely on ‘protectors’ such as the United States.
J.D.B. Miller (1992: 115) presented another view:

The only continuing element in Australian concern about the outside world
has been trade. Economic diplomacy, in the sense of efforts to secure
preferential positions in lucrative markets, has been a feature of Australia’s
external activity for far longer than a.nythmg recognisable as political
diplomacy.

This view is based on the fact that with its plentiful natural resources and agricultural
products, but a small domestic market, Australia needs external markets for export

earnings and has to engage itself in economic diplomacy in pursuit of this aim.

These two distinctive views of Australia’s foreign policy priorities stem from the twin
perception. of the Asia Pacific region' as a region where Australia’s security is at
stake and as a region of economic opportunities. Former ‘Foreign Minister Evans
(Evans and Grant 1995: 348) notes that ‘the great turnaround in contemporary
Australian history is that the region from which we sought in the past to protect'
ourselves ... is now the region which offers Australia the most’. Australia’s

reinterpretation of its regional affairs provided a new element in its foreign policy.

2 Grant (1972: 43) supports this defence-oriented interpretation of Australia’s foreign policy: ‘Defence,
rather than foreign policy, appeared to be important because it was obvious that foreign policy was
subservient to defence. As defence required the presence of protectors, foreign policy became an exercise
in ensuring protection.’ '
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This change of paradigm in foreign policy seems to have occurred gradually over
three periods: the Menzies era (1949—66), the post-Menzies era (1966—72) with three
Liberal prime ministers, and the Whitlam era (1972-75). These three periods involved
different foreign policy priorities. While economic interests were pursued, security
was a paramount objective in the Menzies era. In the post-Menzies era, security was
still important but economic influences were gaining in importance. In the Whitlam
era, economic factors overwhelmed security. The transformation of foreign policy
priorities was affected by changes in regional affairs; the Asia Pacific region,
especially Southeast Asia, was becoming politically more stable and economically

more prosperous.

Both elements also guided Australia’s approach to Asia Pacific regionalism. Australia
under Menzies participated in the Colombo Plan in 1951, SEATO in 1954, and
became a regional member of the Economic Commission of Asia and Far East
(ECAFE) in 1963. After the Menzies era, it joined both ADB and ASPAC in'1966. In
the Whitlam era, Australia participated in the Ministerial Conference of Southeast
Asian Development in 1973 and; more importantly, it attempted to take an iniﬁative
in Asia Pacific regionalism. Though the initiative did not succeed, it was an im‘portant‘ _
-~ first step for Austalia in learning about the requirements for Asia Pacific regionalism

and laid the foundation for the successful PECC initiative.
The Menzies Government and Asia Pacific regionalism (1949-66)

Prominence of the defence—security factor in foreign policy

Robert Menzies was a dominant figure in Australian politics from 1949 to 1966, and
security and defence were fhe first priorities in hivs administration’s foreign policy.
This was not only because Australia was seriously concerned about its security due to
the unstable regional environment in Southeast Asia, but also because Menzies was
‘less interested in trade problems than ... foreign policy including defence’ (Watt
1967: 303). Economic interests in foreign policy, especially trade promotion, were
primarily pursued by John McEwen, Minister for Trade and Industry and the Leader
of the Country Party and the Department of Trade. As discﬁssed later, it was
gradually recognised that ‘Australia’s economic development weuld be increasingly

tied to Asia’, but given the nature of regional politics, defence was ‘always the
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9 ) . . . B . .
dominant influence on policy formulation and execution’, as Foreign Minister

Hasluck noted in the mid-1960s (Porter 1993: 270-71).

The main concerns of Australia’s security interests under Menzies are summarised in

the following statement made by Menzies in 1951.

The first [vital interest] is ... the freedom of Australia. But that freedom
cannot be defended merely on the coasts of Australia any more than it can be
defended without the aid of powerful friends ... The great war [will] be ...
conducted and promoted by Imperialist Communism ... the defence of
Australia will essentially turn upon the success with which the countries of
the British Commonwealth, the United States and the nations of Western
Europe can turn back and defeat the aggressor ... we have vital interests in
Western Europe, in the safety of the United Kingdom, in the Middle East,
and that in addition to our vital interests near at hand we have during the cold
war period a deep concern not only in Korea but in Malaya and in the South
East Asia area.3

There were four elements in Menzies’ foreign and defence policy approach:
protecting the ‘freedom of Australia’ meant, most importantly, defending Australia’s
sovereignty and territory;, second, reliance on the United States and, to a lesser _
degree, Britain for 1ts defence; third, the greatest threat to Australla s security was
the spread of communism in Australia’s neighbourhood, and fourth the region which
concerned Australia most was Southeast Asia. While the first point was the goal of
Australia’s foreign policy, the second point represented the means to achieve it. The
third point identified the threat that Australia believed it faced and the fourth the area
that was vital to Australia’s security. Given the nature of foreign policy in the
Menzies era, it can be asserted that ‘deep concern for security, even fear, was the ﬁ‘rstb
hallmark of foreign policy’ and- the second was ‘hostility to Communism’ (Renouf
1979: 452). |

These four elements in Australia’s defence-oriented foreign policy under Menzies
were based on an interpretation of Australia’s internal and external realities that

persisted through his prime ministership until January 1966.4 On the continuity of

3 Cited in Camilleri 1973: 125. In this speech, interestingly enough, Menzies did not show any signs of
forging good relations with any Asian countries to combat communism; instead he relied on European
nations that were losing their interest in Southeast Asian affairs due to the emerging independence of
Asian countries.

4 Menzies (1970 44) also wrote that he was ‘fortunate to have a Cabinet which unammously shared
[his] views’.
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foreign policy, Minister for External Affairs, Barwick (1962: 4) noted: ‘if our policies
have been wisely conceived and steadfastly pursued, this continuing change [in
international affairs] will not often call for more than slight corrections of the basic
policy course’. Hasluck, who took over from Barwick in 1964, also emphasised ‘
continuity in foreign policy: ‘I am not introducirig any change in the foreign policy of
the Government. Tﬁe foreign policy is that of the Government, not of a person’

(Commonwealth Parliament Debate (CPD), H. of R., 23 March 1965: 23 0).
The crux of the first and second points is explained by Mediansky (1974: 51):

. conservative spokesmen in Australia have constantly argued that a
nation’s role in international affairs is basically determined by its military
strength. This ... belief in turn has emphasised the importance of loyalty to
powerful friends and allies.>

The Australia New Zealand and USA treaty (ANZUS), signed in 1951 with the
United States® and New Zealand, and SEATO, signed in 1954, which included Britain
as well as the United States provided the framework for defence and security policy.
According to Spender (1969: 185), who was direcﬂy involved in negotiéting the
ANZUS treaty as Minister for External Affairs, ANZUS ‘accords, while it endures,
the protective shield of the mightiest power in the world, aga'mst any armed attack
upon our country no matter from what nation that armed attack may come’. While
ANZUS aimed for ‘continent defence’, evident in the view that “‘when ANZUS was
agreed upon ... Australia was ‘preoccupied with defending Australia within Australia’
(Renouf 1979: 138), SEATO was based on the ‘forward defence’ concept by which it
Was meant that Australia had to be protected from aggressors in its forward defence
theatres in the north. While ANZUS covered the Pacific Ocean, SEATO covered
Southeast Asia.” SEATO was thus regarded as ‘useful supplementary insurance

against any US drift away from involvement on Southeast Asia’ (Bell 1991: 47).

> CPD, H. of R, 27 March 1951. Mediansky further noted that this propensity persisted in all foreign
ministers, from Spender to Bowen, under the Liberal-Country regimes until 1972.

6 The United States saw ANZUS as a means of resisting communism in the Pacific Ocean, along with
the cooperation of Australia and New Zealand, whereas Australia thought the major function of ANZUS
lay in US protection of Australian territory.

7 Renouf 1979: 137. Britain and the Commonwealth also committed themselves to a defence planning
arrangement called ANZAM (Australia, New Zealand and Malaya). Yet ANZAM did not cover the
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ANZUS and .SEATO provided an alliance framework and external assistance to
compensate for the lack of defence capacity to deter a threat. Accordingly, for
Australia which cannot defend itself because of its large land mass and its lack of
military and economic power, its commitment to the establishment of ANZUS and
SEATO was significant. Australia’s commitment to conflicts in Southeast Asia was
the price paid for having American and British presence in the region, and Australia
had to be their faithful ally so that this loyalty would ‘be reciprocated in the event of
an attack directed against her.’8 Australia’s Asia Pacific policy during the Menzies era

generally revolved around ANZUS and SEATO.

The target of ANZUS and SEATO was communism, the third element in Menzies’
speech. When ANZUS was being negotiated, Japan was the threat from which the
Treaty was supposed to protect Australia. Yet the emergence of Communist China in
1949 and the subsequent outbreak of the Korean War in which China was later
involved contributed changing threat perceptions. The rise of communism in
Southeast Asia, supported by China, became the most dangerous element in
Australia’s security environment, as Casey depicted China’s increasing influence in
“Southeast Asia as ‘a snake in a dark room’ (CPD, H. of R., 15 April 1958, 868). Just
befdr,e he retired as prime minister, Menzies, in announcing the dispatch of Austraiiaﬁ |
froops to Vietnam, endorsed Spender’s claim that the basic cause of the conflict was
the downward ‘thrust by Communist China between the Indian and Pacific Oceans’
(CPD, H. of R,, April 1965: 1061). Assuming that ANZUS and SEATO were the
central mechanisms in Menzies’s defence-centred foreign policy, China and the

spread of communism to neighbouring countries were its central targets.

The area Australia regarded as most important to its security was Southeast Asia, the
fourth element in Menzies’s speech. Casey (Current Note on International Affairs
(CNIA) 1954: 738) justified Australia’s commitment to the security of Southeast
Asia: |

‘general threat of communism in the region’, and SEATO was regarded by Australian leaders as ‘a
means of closing this strategic gap’ (Buszynski 1983: 34).

8 Camilleri 1973: 21. For instance, when Australia began participating in the Vietnam War during the
Menzies years, its action was justified on the grounds of encouraging ‘the United States to remain
present in the area and to sustain America’s will to assist her ally’ (Bull 1974: 348).

89



If the whole of Indo-China fell to the Communists, Thailand would be
gravely exposed. If Thailand were to fall, the road would be open to Malaya

“and Singapore. From the Malay Peninsula the Communists could dominate
the northern approaches to Australia, and even cut our life lines with Europe.
These grave eventualitics may seem long range — but it is not impossible that
they could happen within a reasonably short period of time.

The domino theory underscored Australia’s deep concern about security in Southeast
Asia and laid the foundation for its commitment to SEATO. As the region was
significant to Australia’s security, ‘it has been the consistent policy of this
Government to work quietly through diplomatic channels and through private
discussions ... to direct and attract the interests and attention of our most powerful
allies to the importance of Southeast Asia’, as Casey stated (CPD, H. of R., August
1954: 101).

These four élements were the core of Australian foreign poliéy under Menzies, and
emerged mainly as the result of Australia’s interpretation of regional affairs, which
had an impact on definitions. of its national interest. American and British presence in
the region had sustained Australia’s forward defence strategy which, as Smith (1997:
102) claims, ‘overshadowed all other aspects of foreign policy’ in the 1950s and'
1960s. Yet whén the premises of these four elements were breaking down, Australia
was compelled to re-invent its Asia Pacific strategy. British Prime Minister Wilson
announced the withdrawal of British troops from Southeast Asia in July 1967; US
President Johnson announced that the bombing would be stopped in Vietnam and that
he would not run for the presidential election in March 1968; and US President Nixon
announced the Guam Doctrine in July 1969. These developments led Australia to

reshape its approach to the region dramatically.

Economic interests of foreign policy in the Menzies era

Although defence—security factors were dominant in Australia’s foreign policy under
Menzies, economic interests had begun to have an impact. Asia came to be seen vas ,
the main growth prospect for Australian exports and Australia was becoming anxious
to secure markets in the region and to pursue economic diplomacy pragmatically. In
Australia, ‘a significant proportion of GDP was earned through faw materials exports
.. [to achieve] a high average standard of living’ (Smith et al. 1997: 27), and the

search for markets emerged as another important influence on foreign policy.

Y
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Australia sought legally-guaranteed bilateral treaties with its major trading partners to
secure its markets. The Ottawa Agreement of 1932 was scrapped and a new
agreement with Britain was signed in 1957. The 1957 Commerce Agreement with
Japan (revised in 1963) was a ‘watershed’ in Australia’s forging trade relations.
Australia also supported GATT to modify the agricultural protectionist policies in
industrialised nations in Europe and the United States, but ‘without much success’
(Crawford and Anderson 1968: 186). Aécordingly, Australia under Menzies was yet
to see greater merits in GATT, as McEwen thought that ‘Australia preferred the
known of the existing treaty with the UK to the unknown of a new round of GATT |
tariff negotiations’ (Cumpston 1995: 143) in 1963 when Britain was still Australia’s
largest trading partner. This was mainly because the early rounds of GATT

negotiations did not encompass trade liberalisation of agricultural products.

Britain’s interest in joining the Common Market in Europe fostefed Australia’s
interest in furthering economic links with the Asia Pacific region. How seriously
Australi“a took this issue was evideht in the fact that Austfalia used both the
‘Commonwealth Conference and GATT to air its views on the threat of the United
Kingdom’s entry to her interests’ although ‘nothing specific about concrete ways of
-protecting Australian interests emerged’ (Crawford and Anderson 1968: 198). This
encouraged Australia’s efforts at trade diversification ‘with a greater emphasis on
trade with Asia’ (Crawford and Anderson, 1968: 223), and contributed to the push
towards Aﬁstralia’s regional membership in ECAFE in 1963, as discussed later.

China is an example of Australia’s pragmatic approach to trade expansion. Australia
expanded markets in China from 1949 despite the fact that Australia came to regard
China as a significant potential threat, acceded to US restrictions on exports of
strategic materials to China and did not normalise diplomatic relations. China
replaced Britain as the principal customer for Australian wheat as early as 1960-61
and Australia’s wheat exports to China in 1961-71 accounted for A$1000 million,
‘representing 30—40 per cent of Australia’s wheat harvest’ (Bull 1974: 335).
McEwen thought Australia should maintain its lucrative wheat and wool expdrts to

Communist China, ‘even though under American pressure Australia refrained from
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¢ : ,
recognising its communist government.’® Casey said that ‘the question of recognition
of Communist China in no way affected the possibility of trade between the [two]
countries’ (CPD., H. of R, 13 August 1959: 198). Albinski (1965: 122-23)

explained the Australian stance:

The nature of Australia’s strategic embargo against China is ... a very
successful exercise in realpolitik. The Government’s position can variously
be regarded as inconsistent, secretive or hypocritical. But at the bottom it is -
pretty much a case of having one’s cake and eating it too. Maintaining a stiff
strategic materials policy helps to placate America ... and perhaps even
softens her objections to Australia’s non-strategic trade with China.

The East Asian trade environment contributed to Australia’s trade and economic
growth. The decrease in defence expenditure from 5.1 per cent of GNP in 1952-53
to 2.7 per cent in 1962-63 was partly attributable to its reliance on alliance systems
such as ANZUS and SEATO, which allowed Australia ‘to concentrate on economic
development’ (Edwards 1997: 23). Britain, which had been trying to join the EEC
since 1961, remained Australia’s top trading partner until 1965. It was also
Australia’s largeét soﬁrce of investment, accbuntihg for 44 per cent in 1963-64 and
1964-65 (Edwards 1997:11). Yet the Japanese market was loonﬁrig large and would
now replace the British market. These circumstances contributed to Australia’s
boostiﬁg its resource economy, stabilising its balance of paymetits and attracting large

of inflows of foreign investment (Cumpston 1995:.143).

Australia under Menzies was c‘ohimitted to three regional institutions: the Colombo
Plan, SEATO and the regional membership in ECAFE. These institutions are
reviewed to élarify how the characteristics of Australia’s foreign policy under
Menzies affecteci its apprdaches to and the nature of its engagement in these regional

institutions.

Colombo Plan
The Colombo Plan for Cooperative Economic Development in South and Southeast
Asia -on'ginated at the meeting of Commonwealth Foreign Ministers at Colombo in

January 1950 and it was formally launched in July 1951 to facilitate development

2 Edwards 1997: 10. The policy to trade with China was odds with American policy which embargoed
all trade with China, ’ '
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assistance to non-communist countries in the region.! The Colombo Plan initiative
represented another strand in the development of Australia’s relations with the
region. Australia’s critical commitment to the establishment of the Colombo Plan
under the guidance of Minister for External Affairs Percy Spender was a key to its

success.!! His innovation and enthusiastic diplomacy were widely acclaimed;

Australia’s plan to help Southeast Asia was a reference to Mr Spender’s plan
which stands as the most concrete result of the conference. The conference
owes it almost entirely to Mr Spender’s initiative, although some planning
has already been done in the Ministry of External Affairs in Canberra.!2

As a result of Spender’s recommendation, the Consultative Committee’s first meeting
was held in Sydney in May 1950 under Spender’s chairmanship to examine economic
problems in Asia as well as the future blueprint of the Plan from both short- and long-
term perspectives. 13 The fact that Australia was nominated to organise the first
meeting indicated support for Australia’s diplomatic efforts and initiatives in the
establishment of the Colombo Plan. There was faith in Spender’s leadershlp in
initiating the Colombo Plan: America and ‘Austraha were the two. countries which
could in cooperation, make the greatest contribution to stability and democratic

de\}elopment of the countries of Southeast Asia’ (Spender 1969: 195).

10 Singh (1966: 174) attributed the significance of the Colombo Plan to it being the first meeting where
‘the ministers of the newly independent Asian members of the Commonwealth participated on equal
terms with their counterparts from the United Kingdom, Canada, Austraha, New Zealand, and South
Africa.’

11 Regarding Spender as bringing ‘an intelligent and informed mind to the conduct of foreign policy,’
Booker (1976: 132) comments that ‘if he had remained in office he would probably have become an
excellent foreign minister: ... he might have put our foreign policy on a sounder intellectual basis and
might, in the waves of anti-communist hysteria that followed, kept a steadier course than his successors.’
12 Manchester Guardian, 19 January 1950. The original idea of the Colombo Plan came from a
memorandum by Tange and McIntyre, Australian diplomats who acted as Spender’s advisers, on the
basis of Spender’s basic ideas, which he had previously delivered to the other delegates and announced
at the Meeting. Similar ideas had been already launched by Ceylon’s Finance Minister as a
Commonwealth version of the Marshall Plan. Spender advocated his proposal vigorously and called 1t
the ‘Spender Plan’, encouraging the idea of mutual aid.

13 His initiative in the Colombo Plan was due in part to his early experience in Asia. Spender (1969:
194) wrote that ‘at various times, from 1928 on, I had visited different countries of South and Southeast
Asia ... Although my knowledge remained limited, my travels and observations had been sufficient to
awaken in me some small understanding of the problems of the countries within the region and the new
significance in world affairs these countries would inevitably have.” As a result of these experiences, his
foreign affairs interests became more and more concerned with Asia. Spender (1969: 214) wrote:
‘Australia’s relationship to the Asian countries ... which had not attracted any great interest before
World War II - had acquired special importance for me. When the opportunities came at Colombo in
1950, I was not wholly unprepared to advance a few ideas.’ ’
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One reason Australia took the initiative in establishing the Colombo Plan was to
contribute to stability in Southeast Asia through loans and technical cooperation; this
incentive was sustained by the aim of enhancing Australia’s security. Australia’s goal
in its strong commitment to establishing the Colombo Plan parallels that of
Australia’s primary foreign policy objective: defence and security. Spender (1969:
196) recalled that ‘security in the Pacific, economic and technical aid and political
stability in Southeast Asia were, to me, rather like two sides of one coin,” and he
hoped the Plan to help ‘draw the teeth of Communist imperialism by carefully applied
measures of economic assistance’ for ‘maintaining stable government’ (CPD, H. of
~ R, 9 March 1950: 629), as he declared in his first parliamentary speech as Minister
for External Affairs. Spender described the implications of such measures for

Australia’s security as follows:

It is the belief of the Government and of myself that the steady advancement
of the standard of living in the Asian countries which adjoin Australia is one
of the best means of ensuring the security of such countries and the security
of our own country. (Department of External Affairs 1951: 1)

Casey said ‘the simple purpose of the Colombo Plan [was] to help the countries
~ concerned to maintain democracy and to combat communism (cited in Hudson 1986: -
249).' Renouf (1979: 4), a senior diplomat, was more explicit: ‘the Plan’s prime
purpdse was to resist Communism, not to improve the economies of developing
countries. The objective was, once again, the preservation of Australia’s security.’!*
These views all indicate that the major rationale behind Australia’s commitment to the
Colombo Plan was driven by security concerns in line with Australia’s foreign policy

priorities.

While security constituted Australia’s imminent interest in the Colombo Plan, trade
expansion was Australia’s long-term interest in the Plan. Spender also saw the merit
of the Plan as a contribution to the stability in the region which could help generate a

massive market in Southeast Asia:

... we contemplate that it could aim at stimulating the productive capacity of
these countries, and to that extent we look upon it as a prelude to the

14 The Financial Review (16 December 1952) also commented: ‘The Colombo Plan will only achieve
its objectives if the threat from the Communist armies is first sealed off. Unless this is done every penny
put into the Colombo Plan will be lost to the free world.’
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promotion of trade from which Australia can profit in full measure. This
planning is essentially long-term planning. (CPD, H. of R., 9 March 1950,
630)

Australia’s other long-term interest in the Plan was to improve Australia’s newly
forged relations with Asia through familiarising itself with Asia and developing
goodwill in the region, which would beheﬁt Australia’s security in the long run.
Spender (1969: 280) observed an achievement of the Plan in this context: ‘the flow of
Asian students, trainees and observers to Australia ... is bringing Australians and
Asians into direct, personal, day-by-day contact ... changing social attitudes’.
Although ‘Colombo aid in economic terms is pitifully small in relation to Asian needs’
(Greenwood 1957: 79), the Colombo Plan did assist economic development in Asia,
enhancing Asian goodwill towards Australia and helping Australians become
acquainted with Asians.!5 These outcomes were also expected to contribute to

Australia’s security, the main focus of its foreign policy under Menzies.

SEATO ‘

SEATO originated at a conference in Manila in September 1954 and Australia signed
the Treaty with Britain, the United States, France, New Zealand, Pakistan, the
Philippines and Thailand. Casey (CNIA 1954: 738) declared that the ‘Australiah
Government encouraged the idea that a system of collective defence should be
established in Southeast Asia, and has taken an energetic part in drawing up the
Treaty’. The rationale behind Australia’s keen support for SEATO was to resist the

spread of communism in Southeast Asia.

‘Australia viewed Southeast Asia’s instability seriously and it ‘never regarded ANZUS
asa ‘complete and final answer to the problem of security in the Pacific.” As Casey
observed (C'urrent Notes (CN), July 1951: 403), it had hoped more countries would
become committed to regional security. Therefore, for almost three yeairs, Australia
intensified diplomatic efforts towards the expansion of ANZUS by including other
governments - interested in Southeast Asian security. It also wished for a
comprehensive regional pact, especially among Commonwealth countries. Yet these

hopes failed to materialise because ‘the political differences, the conflicts of interest, a
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certain lack of common tradition among many of the countries made it impossible ...
to bring this broader concept into being’ (Casey 1955: 62). Accordingly, Australia

hoped many Asian countries would join SEATO.16

Casey visited the capitals of nearly all countries in South and Southeast Asia before
and after the conclusion of the Treaty, to explain the need for such a treaty to their
governments.!? His effort was not entirely successful as only three Asian countries
became signatories to the Treaty. This was because most of the Asian countries had
only recently obtained independence from European colonial powers, were strongly
nationalistic, and wished to avoid an arrangement which seemed to be dominated by
colonial powers. Yet these diplomatic efforts towards the establishment of SEATO
demonstrated Australia’s interests in regional instability and an awareness of its

fragility.

Just as the Colombo Plan incorporated both political and economic aspects, SEATO
also involved economic aspects. Article III stipulated joint action to ‘promote
economic progress and social We]l—being’ ‘and this was another of Australia’s

interests. Casey (1955: 108-9) addressed this point:

The pact should have some economic provisions. If there is to be a healthy
political life in Southeast Asia, there must be a healthy economic life. We
must sustain and if possible increase the flow of economic aid into Southeast
Asia, and when possible, play a part in easing the economic difficulties of the
region. 18 )

The fact that Australia wanted to emphasise the effectiveness of economic aid in

regional stability was evident in its hope to ‘keep economic aid separate from defence

15 Booker (1976: 111), a senior diplomat, wrote: The Plan has always had widespread public support ...
this may well have been because of the opportunity it provided for Australians to become acquainted
with gifted and intelligent Asians from many countries.
16 Before attending the Manila meeting, Casey (1955: 107) expressed his views on SEATO: ‘the Pact
should include as many as possible of the free States of Asia. Every effort should be made to secure their
adherence or, if they will not come in, to secure their understanding of our objectives and also their
cooperation with us’. ' -
- 17 Casey has already made himself known in the region through his first visit to Asia as Minister for
External Affairs in July—August 1951. This visit included Jakarta, Singapore, Saigon, Bangkok, Hong
Kong, Tokyo, Pusan, Manila and Kuala Lumpur. Watt (1972: 186-87) thought of this visit as a
‘watershed in the attitude of the Australian Government to Asia, especially Southeast Asia’.
18 Casey had already justified this approach by declaring that ‘the Australian Government regards the
danger from communist subversive activities as a greater immediate problem than the danger of open
communist aggression’ (CNIA 1954: 743).
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machinery’ and it did not hope to see the Colombo Plan superséded’ (Casey 1955:
109). This also indicated Australia’s fear of insurgencies. Casey, like Spender in the
Colombo Plan, did not conceal Australia’s trade interést in Southeast Asia when
promoting SEATO. He drew attention to the prices of basic commodities in
Southeast and South Asia at the 1958 SEATO meeting in which he accentuated the
relationship between export prices ahd political stability. (CPD, 15 April 1958: 869—
70). Australia expected SEATO to be a regional institution in which the military
security of Southeast Asia and economic development would be complementary. This

mirrored its approaches to the establishment of the Colombo Plan.

Regional membership in ECAFE

ECAFE was a subordinate organisation under the UN’s Social and Economic Council
and established in 1947. ECAFE aimed to ‘initiate and participate in measures for
facilitating concerted action for the economic reconstruction of Asia and the Far East,
for raising the level of economic activity...” (Singh 1963: 53). ECAFE served as a
‘forum to exchange _infbrmation and ideas on economic matters’ by providing
economic research, advice, and étatistical information, - and Au_stralia became a
founding member, play'mg‘ ‘a promihent part in the preparation of reports leading to

the establishment’ of ECAFE (Cumpston 1995: 271).

Australia’s interest in ECAFE grew when its principal market, Britain, had expressed
interest in joining the EEC since 1961. Australia decided to apply for regional
membership' of ECAFE and was admitted in August 1963. The change from non-
regional to regional membership of ECAFE was a clear signal of | Australia’s
heightenéd interest in Asia Pacific regional cooperation!® to promote its exports in
the region. Only regional members could attend some ECAFE meetings, such as the
intra-regional trade talks from which other Western powers were barred. Barwick
(1963: 45) regarded the attainment of regional membership of ECAFE as ‘the
extension of the geographical area of the Commission to included the Continent of

Australia’ and ‘an epoch making step’:

In the affairs of the Commission, no longer do we stand without, looking in
on and assisting in the affairs of others, speaking of ‘their” affairs. We stand

19" Australia had been the only non-regional member to host the meetings of ECAFE at Lapstone in
1948 and Broadbeach in 1959.
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within, dealing with and assisting in our affairs, thinking naturally of ‘us” and
of what can be done for the good of all of us.

Another incentive was to take joint action with other regional members against the

EEC’s discriminatory agricultural policy:

Australia’s international trade problems are in certain instances similar to
Asia’s. Both rely heavily on exports of primary products and both are
concerned about the protectionist development in agriculture of the EEC.
Australia wishes to cooperate closely with Asian members of ECAFE in
international trade discussions on these problems (CNIA, March 1963: 16).

Australia’s shares of exports to and imports from Britain and Western Europe, which
accounted for 46.4 per cent and 51.4 per cent, respectively, in 1959-60 dropped to
35.5 and 43.8 per cent in 1963-64. Its exports and imports in the Asia Pacific region
rose from 44.3 and 38.8 per cent, respectively, in 1959-60 to 53.9 and 45.8 per cent |
(Crawford and Anderson 1968: 224). Australia’s announcement of non-reciprocal
tariff preferences to developing countries in 1968 reflected efforts to strengthen its

economic links with Asia and the Paciﬁc.

Yet as ECAFE was an institution concerned mainly with research and debate about
regional economic conditions, it did not directly help Austraﬁa’s economic interests
by providing alternative markets in the Asia Pacific region. Regional membership of
ECAFE had more symbolic than practical implications for Australié.’s trade policy, as
Barwick described above.2? This move also implied that Australia could no longer
rely on the British market ‘as it had since Federatiori and it fostered an interest in
directing its trade more to the Asia Pacific region, a development that would become

more conspicuous in the post-Menzies era.

Summary ‘

The prospect of politically unstable regions close to Australia dominated the thinking
of Australian leaders in the Menzies era, making economics subordinate to defence
and security in its foreign policy priorities. Battles between communists and anti-

communists in Southeast Asia were seen as a direct threat to Australia and its reliance

20 According to Neale (1963: 147), Australia’s regional membership of ECAFE was recognised as a
sign that the Australian government ‘was prepared to face the facts of international life and adjust its
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on the United States through ANZUS and SEATO was the most important element
of its foreign policy. Australia’s principal stance on commitment to regional
institutions at that time can be summarised as its working out ‘a partnership with a
number of Asian countries in which Australia could fulfil a useful contributory role in
securing wider objectives’ (Greenwood 1968:120). ‘Wider objectives’ here meant
stability and prosperity in Asia, which was in turn supposed to contribute to
Australia’s security. Its involvement in development cooperation in Southeast Asia,
implemented partly through the Colombo Plan and SEATO, was based on its
assumption that regional stability and prosperity were necessary to check the spread
of communism and that development cooperation was a way to achieve this aim.
Australia’s ‘involvement in Southeast Asia’s actual and potential conflicts [in the
Menzies’ era] was generally seen in terms of politico-military strategy, not in simple

terms of defending immediate economic interests’ (Edwards 1997: 11).

On the other hand, McEwen pursued economic diplomacy to promote trade, and
trade promotion interests partly contributed to Australia’s commitments to the
Colombo Plan and SEATO,; stabiﬁty in the region would facilitate Australia’s regional
~ trade in the long run.2! Markets in Southeast Asia were not sufficiently developed, ‘.
and in fact ‘until the 1960s, Australian trade with mainland Southeast Asia ... was
negligible.’? Yet there was already an economic cooperation dimension in Australia’s
security interests in Southeast Asia at that time. Britain’s moves to join the EEC
encouraged the devélopment of Australia’s trade interests in the region and to seek a
regional membership in ECAFE. These developments meant that Australia started
thinking about emphasising the economic aspects of its foreign policy, which
established the pre-conditions for trade engagement with the region, a dimension that
had been pursued only in the relations with Japan in the Menzies era. This was sought

more seriously in the post-Menzies and Whitlam eras.

actions and attitudes to its geographical environment, thus recognising Australia’s deep concern in the
region’.

21 Australia’s trade interest in Southeast Asia had been already expressed as early as 1947 when
Minister for External Affairs, Evatt (CN No. 18, 2 February 1947: 118), noted: ‘Present indications are
that there should be a spectacular growth in the exchange of Australian processed products for the raw
materials in the intensely rich area of Southeast Asia ... The War terminated trade in most of the
Southeast Asian areas but it is now recommencing and the only limitation in its development is our
inability to meet all demand.’
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Post-Menzies period (1966-72)

After Menzies resigned as prime minister in January 1966, three Liberal prime
ministers came into power before the Labor Party under Whitlam’s leadership won
the election in December 1972: Harold Holt (January 1966-December 1967), John
Gorton (January 1968-March 1971) and William McMahon. Paul Hasluck, who held
the foreign affairs portfolio from 1964 until February 1969, was succeeded by four
ministers within four years: Freeth, McMahon, Bury and Bowen. This was in contrast
to the Menzies era where one prime minisfer and four foreign ministers served over

17 years.

There were distinctive foreign policy approaches in this era, which set them apart
from those of Menzies. Economic interests came to be emphasised more tangibly. In
addition, three prime ministers, especially Holt, committed themselves to forging
| sound relations with Asiai, a move evident in the removal of restrictions on Asian
immigration, terminating the Whi‘pe Australia Policy, which had hampered Australia’s‘
- interaction with Asians. Although Australia could not alter the basic lines of its -
security-oriented foreign policy under Menzieé, these elements heralded a deliberate
shift away from the previous foreign policy style and the emergence of a new
understanding of Australia’s position in the fegion. The Vietnam War, British and
American military withdrawal from the region and China’s return to international
society took place during this era, leading to a reassessment of regional approaches.
At the same time, Australia was déeply. immersed in these immediate and preésing
issues during this period, and could not afford to commit itself to regional'

institutions.

Regional influences

The Vietnam War dominated foreign policy debates dﬁring the Holt government, the
- withdrawal of Britain and the United States from the fegion absorbed the Gorton:
administration; and the issue of the recognition of China increasingly occupied the

foreign policy debate from the late 1960s and intensified under the McMahon

22 Tweedie 1994: 3. It is further commented (177) that *... it is really only since 1987 that the ASEAN
nations ... have become significant trading partners’.
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government. Grant (1970: 447) summarises the impact of the Vietnam War in

Australia:

In the view of Australian government spokesmen from 1965 to 1968,
Vietnam was the last bulwark, the first domirno, the beginning of World War
III. Victory was essential to preserve the security of Asia and even the
stability of the entire world. Victory was essential to contain China and to
contain communism. If Vietnam were to ‘fall’, Australia would not itself last
long. '

Under Holt, therefore, ‘ Australia’s foreign policy was more closely identified with the
United States than ever before’ (Bull 1974: 346) and his declaration, ‘All the way

with LBJ)’, characterised this view.23

When Gorton was in power, Britain and America’s withdrawal, announced in January
1968 and July 1969, respectively, became central issues as Australia lost its principal
 allies in the region. This forced Australia to reassess its defence policies in Southeast
Asia, which made it focué ‘more directly on defence arrangements in Malaysia and

Singapore than on the war in Vietnam’ (Edwards 1997: 197).

Under McMahor, the major foreign policy debate was about recognition of China.
Waller (1990: 45) regarded ‘a more logical approach on Communist China’ as the
first task of his job as Secretary of the Department of External Affairs in April 1970.
- McMahon was then Minister for External Affairs and a major policy question which
he and Waller addres.sed was Australia’s relations with China. McMahon, after he
became prime minister in. 19'71, hoped to recognise China, knowing that ‘this was

logical thing to do’,2* although he failed to achieve this.

These momentous changes in the region all required a rethinking of Australia’s
foreign policy interests. Prime Ministef McMahon declared, during his visit to the
United States and Britain in November 1971, that ‘Australia would henceforth puréue
its fo.reignv policy according to its indepehdent judgement and national interesf’ '

(CNIA, No. 11, 1971: 610). Gorton, the Minister for Defence, declared that there

v

" 23 The Holt administration increased Australia’s commitment to the Vietnam war, sending 8,000 men
in October 1967, the peak of Australia’s involvement (Rodan 1979: 313).

24 Waller (1990: 43) recalled that after the Coalition lost the election in 1972, McMahon said to Waller
that McMahon ‘should have taken the chance and recognised China’.
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was no likelihood of an attack on Australia within the next decade (SMH, 21 June
1971), implying that Australia did not have to rely on powerful friends as heavily as it
had for its protection. The need for self-reliance in defence policy was recognised for
the first time publicly in the 1972 Australian Defence Review as ‘a central feature in
the future development of Australia’s defence policy’.2> Australia’s change of

strategy, reflected in these statements, was conducive to closer engagement in Asia.

The need for Australia to deal with these critical issues distorted its intention to
commit itself to regional institutions, a focus which was not seen as directly helping
Australia tackle matters like its involvement in Vietnam. Australia’s less enthusiastic
attitude towards regional institutions during this era, with the exception of the ADB,
was related to the fact that Australia was too mired in critical regional problems
directly influencing its foreign policy direction to be strongly committed to regional
institutions. Malcolm' Fraser recalls that ‘a lot of this period [the late 1960s] ... got
overshadowed by the Vietnam conflict, I suppose, and that took 'people’s energies
away from other issues.’?6 Yager (1971:-198) writes that ‘regional_cooperatioﬁ of any
sort is still a new idea, and experience in cooperating to deal 'with tough, practical
security problems is almost totally lacking’. ECAFE was thought to be ‘too weak to
create a basis for political action in Australia’ (Age, 20 April 1968). ASPAC also
failed to gain Australia’s strong commitment, when cabinet endorsed Hasluck’s view
in 1966 .that ‘Australia should not expect too much from it’ (Edwards 1997: 110).
Australia’s lack of enthusiasm towards ASPAC was related to pragmatism; ‘in
defence, politics and trade it is more beneficial for ... Australia to be associated by

treaties and groupings with nations that are ‘bigger and more powerful’ (West

Australian, 18 June 1967).

Nor was Australia enthusiastic about the Five Power Defence Arrangements (FPDA)
~agreed upon in London in April 1971, which included Australia, Britain, New
Zealand, Malaysia and Singapore. Australia’s agreement with the FPDA was
influenced by the reassessment of its regional security policy resulting from the
British and American withdrawals. Australia was not prepared to play a major role

within the FPDA, which indicated it did not have high .expectations of the

25 Department of Defence 1972: 11. Dibb (1995: 33) regarded the 1972 Defence Review as ‘a path-
breaking document [as it] clearly foreshadowed much of Australia’s current defence policy’.
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arrangement. On returning from London, Gorton stressed ‘the commitment was only
to consult even though Australia had extended its commitment to the defence of
Malaysia to include Sabah and Sawarak’ (éited in McDougall 1997: 192). Gorton
cast doubt on the continued practicality of the forward defence policy.?” His lack of
enthusiasm was matched by his successor, McMahon, who said: ‘Nor do I think that
there was any real necessity to have a-ﬁve powér arrangement so far as Britain, New
Zealand, Singapore, Malaysia and Australia were concerned’ (cited in McDougall
1997: 192). Australia’s approach to the FPDA was related to the changing regional

security situation, in which there was a diminished perception of threat.

Growing economic interest in foreign policy

The foremost feature of this era is that economic aspects rose in Australia’s foreign
policy priorities. Foreign Minister Freeth, in an article ‘Australia and its relations with
Asia’ written in 1969 (57), started with the economic dimensions of Australia’s

foreign policy:

One of the important elements in our diplomacy is our recognition of the
common need to advance the rate of economic development in the region ...
[there are] goals which Australia through diplomatic effort, through
economic assistance, through assistance in the field of trade, will strive to
help these [regional] countries to attain.

Prime Minister Gorton also said to parliament that ‘it is not to be thought that we
look on our activities in the region as being purely, or mainly, military’ (cited in
Freeth 1969: 57). Australia’s expért_s to Asia increased from 26.8 per cent in 1959—
60 to 42.1 per cent in' 1969-70 while exports to Europe fell from 51.1 per cent to
27.3 per cent in the same period (Grant 1972: 44). This trend was reflected in
Australia’s comnﬁtment to the establishment of the ADB. Australia regarded the
Bank as ‘a practical ‘and imaginative step forward in economic cooperatidn in Asia’
(CN 1966, 696) which was an acknowledgment that Australia found the Bank’s
program and purpose more effective than ECAFE or ASPAC for attaining economic

development in Asia. Accordingly, it contributed US $85 million, the fourth largest

26 Personal interview, 12 October 1995, Canberra.

27 The change of Australia’s defence system from the forward defence to ‘the continental’ defence was
precipitated by the resignation of two keen advocates of the former defence system: Hasluck, External
Affairs and Fairhall, Defence, in February and August 1969, respectively.
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contribution to the Bank, after Japan (US $200 million), the United States (US $200
million) and India (US $93 million).

Australia’s declaration that there was no immediate security threat to Australia helped
it see the region more from an economic viewpoint. This view was elaborated in the
report entitled Strategic Basis of Australianr Defence Policy 1971, approved by the
Defence Committee in March 1971, which stated that ‘for the first time, that any
threat of overt military aggression by China into Southeast Asia or by Vietnam
beyond Indochina was unlikely’ (cited in Ball and Kerr 1996: 11). This view
contrasted sharply with thinking in the Menzies era.

Yet there was continuity in this era with the thinking of the Menzies era where
establishing regional stability was seen as a precondition to closer economic
cooperation. Gorton (CPD, H. of R., 25 February 1969: 33) addressed parliament in

these terms:

Any examination of our policy in relation to our neighbours of the north will
show that we have encouraged them to develop policies promoting political
stability and economic growth ... promoting regional cooperation ... helping
in conditions of stability to accelerate progress, and helping by military
means to preserve conditions of stability are two sides of the one coin.

- Leaders in the post-Menzies era continued to stress the security—defence aspects of
foreign policy, as foreign minister McMahon (CPD, H. of R., 19 March 1970: 675)
observed: ‘it cannot be repeated too often that the supreme objective of our foreign
policy is to protect and enhance our security and other vital interests — political,
economic and social’. The post-Menzies period was a transition from Menzies’

security-oriented foreign policy to Whitlam’s economically-oriented approach.

Prime ministerial visits to Southeast Asia

Prime ministerial visits to Southeast Asian natioﬁs nurtured éngagement with Asia
and laid the base for Australia’s subsequent initiative in regional institutions. This was
an important element distinguishing foreign policy from the mid-1960s from politics
pursued under Menzies. Menzies was a dominant political figure, but foreign policy

and diplomacy in Asia was not his exclusive domain. Bell (1991: 40) wrote:
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... though his (Menzies’s) particular worldview did undoubtedly condition the
general assumption of Australia’s external policy during his time, practically
all the work and most of the decision-making fell in foreign economic
relations to John McEwen and in diplomatic relations to his four Ministers
for External Affairs: Percy Spender, Richard Casey, Garfield Barwick and
Paul Hasluck.

Menzies lacked the qualifications to be an Australian representative of Australia’s
Asia diplomacy as he simply did not have a deep understanding of or interest in Asia.
His cabinet colleague, Downer (1982: 197) recalled that Menzies ‘was not attracted
to Asian people’ 28 His continuous support for the White Australia policy, the
direction of which he influenced, as well as his defence of South Africa ‘did little to
endear Australia to her Asian neighbour's’.29 Menzies (1970: 44) admitted that ‘I am
one of those old-fashioned Australian politicians who think that our nation’s foreign
policy should not be aimed at noisy demonstration or assertion’. It was left to his
ministers for external affairs to emphasise the significance of Australia’s relations with
Southeast Asia and commit themselves to developing links between the two through
active diplomacy,®® as seen in McEwen’s pivotal role in fostering relations with
Japan. Casey was prominent in the early development of Australia’s relations with
| Southeast Asia and his ‘greatest contribution’ was regarded as his good-neighbour
attitude towards the region.3! Yet Menzies’ lack of enthusiasm about Asia would not

have helped the development of sound Australian relations with Southeast Asia.32

28 For instance, Walter Crocker, who was one of the first overseas professors recruited by ANU and left
as High Commissioner to India in 1953, wrote in his diary in 1955 that ‘Menzies is anti-Asian,
particularly anti-Indian. Yes, anti-Asian. He just can’t help it’ (cited in Pemberton 1997: 144).

29 Rodan 1979: 310. Camilleri (1973: 20-21) wrote in this context: *... his contempt for the press, his
insensitivity to criticism and his tight control of the party were not to be the ingredients of an assertive
or independent foreign policy’.

30 Barwick (December 1961-April 1964), successor to Casey, was referred to as ‘more sensitive than
Menzies towards the feeling and ideas of Asian leaders’ (Booker 1976: 188). Hasluck (April 1964—
February 1969) was also depicted as believing that ‘Australia’s future was closely associated with
Southeast Asia. This was a view he had held since his time as an ofﬁcer within the Department of
External Affairs [in the 1940s]’ (Porter 1993: 269).

31 Renouf 1979: 459. He further argued that ‘Menzies was indifferent but Casey had a real feel for
Asian peoples ... Casey has the credit for establishing good, overall political relations between Australia
and Southeast Asia.” Stargardt (1977: 232) expressed a similar view: ‘Although Menzies showed his
disdain for, and disinterest in Asia, some of his Ministers for External Affairs displayed greater
flexibility. This was especially true of Casey...” In fact, Casey constantly visited Southeast Asia and its
‘personalities and background conditions he probably knew better than any other Foreign Minister in the
world” (Watt 1967: 301). '

32 The qualifications of Spender, Casey, Barwick and Hasluck were assets to Australia during the Cold
War when it was exposed to communism in its near north, Greenwood (1974a: 91) commented that
Menzies appointed his ‘ablest man’ for his Minister for External Affairs and that ‘in the twenty years
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Holt pioneered Agstralia’s summit diplomacy in Asia, a very different approach from
that of Menzies. Sheridan (1995: 7) referred to Holt as one ‘who had he lived, may
well have turned out to be an interesting and progressive leader in terms of
Australia’s involvement with Asia’.33 His direct involvement in diplomatic efforts to
forge friendly relations with Asia clearly indicated where Australia’s security and
economic interests were, ‘making more credible his government’s' claim that
Australia’s future was dependent on the security and stability of the Asia region’
(Rodan 1979: 314). Edwards (1‘997: 144) also comments positively on Holt’s direct
involvement in diplomatic efforts towards good relations with Asia that ‘Holt did not
conceal the fact that he had no specific purpose other than to emphasise his strong
interests in close relations with countries of the Asia Pacific region and, by taking
with him a large press contingent, to spread this message to the Australian people’.34
Observing Holt’s tours to Cambodia, Laos, Taiwan and South Korea in April 1967,
~ the first visits by an Australian prime minister, the Far Eastern Economic Review (4
May 1967) wrote a report on the tours entitled White Asians? describing Holt as ‘a.

good Australian emissary to send into Asia’ and commenting:

Holt’s approach throughout was not that of an European leader intruding into
Asian affairs, but of an Asian leader dealing with neighbours — fellow Asian
leaders ... [this] propensity on the part of Australians to regard themselves as

. people who must of necessity have close links, understanding and
sympathy with the problems of their neighbours is ... intensifying, and Holt’s
tour ... will contribute to a further intensification.

Gorton and McMahon followed Hoit undertaking prime ministerial visits to Asia in
July 1969 and June 1972,35 respectively. to promote direct dialogu.e with their Asian “
counterparts, dealing with regional affairs. Gorton’s involvement in Asia was based
on his understanding that ‘many of [the conservatives’] traditional policies were no

longer adequate, either strategically or politically’, and ‘his instinctive reactions

.. from 1949 to 1969, in both experience and capacity, the Australian ministers would compare not
unfavourably with the Foreign Secretaries or Secretaries of States of the western powers’.

33 Former colleague, Malcolm Fraser (personal interview) simply said Holt was ‘symbolic’ in changing
the direction of Australia’s foreign policy.

34 An interesting and important element in Holt’s diplomacy was that he capltahsed on his visits to
Southeast Asia to inform the Australian public of where Australia’s interests lay, as Edwards (1997
145) notes: “Australians knew that they now had a Prime Minister with a markedly different view of
Australia’s future place in the world.’

35 McMahon chose Indonesia, Singapore and Malysia in his first trip abroad as Prime Minister.
106



prefigured policies more commonly associated with W_hitlam’ in many areas
(Edwards 1997: 346). In January 1969 Gorton made it clear that he thought that
Britain had become a foreign country for Australians, and should be treated as such,
and that there was little value in the gathering of Commonwealth representatives (Bell
1991: 89). This symbolised the cessation of the priority Australia had given to Britain
in its foreign policy for so long and upon which Menzies had attached such great

store.

Prime ministerial visits to Southeast Asia allowed direct discussion with Asian
counterparts and were probably the best way to make Australia’s foreign policy
understood in these countries. Australia participated in ASPAC as a means of
furthering this aim. Australian diplomats warned against the expectétion that it would
produce substantial results, but said ASPAC had value in that it brought together the
representatives of Asian governments (4Age, 3 July 1967). ASPAC was the first
institution in which Australia participated where, apart from New Zealand, all
participants were from Asia: Japan, Malaysia, the Philippines, South Korea; South
Vietnam, Taiwan and Thailand. The advantage to Australia was that it could

communicate with Asians without the direct intervention of the superpowers.3¢

The initiation of Australia’s summit diplomacy ih Southeast Asia also represented
changing directions in Australia’s foreign policy, based on a new interpretation of
regional interests.3” This movement, followed by all subsequent Australian prime
ministers, was an imﬁortant basis for forging better relations with regional countries,
and a fundamental precondition for Australia’s leadership in Asia Pacific economic

institutions.

Change of immigration policy
- Holt’s willingness to forge better relations with Asia included dismantling the White

Australia policy, a long-standing blemish on Australia’s relations with Asia.

36 Foreign minister Freeth (1969: 62—63) stressed the significance of the benefit when he said: ‘we
believe [ASPAC] has a potential to assist the region to develop a spirit of self-reliance and mutual
cooperation, without the dominant presence of non-regional powers’.

37 These trends also led to the organisational reshuffle of the Department of External Affairs in 1970
after which the renamed Department of Foreign Affairs had a new division covering Asia with three
branches headed by an assistant secretary. They were Northeast Asia, Southern Asia and Southeast Asia
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‘Australia’s immigration policy was discriminatory, barring Asians .while
simultaneously encouraging Europeans’ (Millar 1991: 183), creating a negative view
of Australia among Asians. Holt, who served as Minister for Immigration under
Menzies from 1949 to 1956, thought the change would help alter ‘Australia’s image
in the Asian region’ (Rodan 1979: 312). Holt’s initiative differed from the approach
taken by Menzies, who did not allow any dismantling of the immigration policy.38
Holt was keen to inform Asians of the demise of the White Australia policy in his
regional diplomacy (Edwards 1997: 145). '

The impact of the White Australia policy in foreign affairs was significant, because as
Australia pursued economic diplomacy to encourage trade expansion with the region,
business interactions with Asians needed to be on an equal footiﬁg. The White
Australia policy had hindered Australia’s regional economic diplomacy, as Tweedie
(1995: 178) argues: ‘the goodwill Australia derived in Asia from assistance measures
was partly negated by the persistence of the White Australia policy and attitudes.’’
Naohiro Amaya (1971: 165), regarded the discriminat.ory immigration policy as an

impediment to furthering Australia—Japan relations:

It is very unpleasant and inconvenient that Australia imposes discriminatory
and insulting restrictions on the entry of Japanese technicians and skilled
labourers to Australia ... It is egoistic that while Australia strongly
discriminates against Asians, it expects Asian markets to import more
Australian products.

The dismantling of the White Austfalia policy was of ‘fundamental importance in the
development of Australian foreign policy and the search for friendly rciations with
non-European countries’ (Watt 1967: 204), especially in Asia. Termination of the
White Australia policy, finally accomplished in thé Whitlam era, was necessary for
Australia to strengthen its economic links with Asia and enhance its regional stand,
without this, Australia’s capacity for taking the initiative in establishing any economic

institution in the region would have been thwarted.

(Akaneya 1986: 28). This probably led to better organisation and more emphasis on prime ministerial
diplomacy in Asia. :

38 The Department of Immigration presented the proposal of reforms to the cabinet and Menzies in
1964, but Menzies vetoed them despite the fact that ‘the proposal received wide Cabinet acceptance’
(Rodan 1979: 311).
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Summdry

In the post-Menzies era, Australia established the preconditions for its subsequent
engagement in Asia Pacific regionalism: it came to see the region more from an
economic perspective, its prime ministers were more committed to diplomacy in Asia,
and it started dismantling a discriminatofy immigration policy. These changes -
represented a shift in Australia’s foreign policy focus to the Asia Pacific region.
Nevertheless, Australia did not easily cast aside the traditional foreign policy
approaches of the Menzies era, which made it difficult for the country to adapt to a
dramatically changing regional environment. As late as in March 1970, Foreign
Minister McMahon stated that ... we still regard Communist China and other
Communist regimes as a central obstacle to peace, stability and ordered progress
throughout Asia’ (CPD, H. of R., 19 March 1970: 677). This view lingered even after
McMahon became prime minister despite his wish to recognise China. He did not
anticipate what was to be a world trend regarding China when Whitlam visited China
in July 1971 and criticised Whitlam by saying that ‘I find it incredible that at a time
when Australian soldiers are still engaged in Vietnam, the leader of Labor Party is
becoming a spokesman for those against whom we are fighting (Australian, 13 July
1971). Yet Kissinger was in China at the same time as Whitlam and on 15 July, it was
announced that President Nixon would visit China. This re§ealed the Coalition’s

inability to adjust Australia’s foreign policy to a changing regional political scene.

The failure to adjust was also reflected in the government’s reluctance to take the
initiative in Asia Pacific regionalism. Minister for Foreign Affairs, Bowen, showed no

enthusiasm in May 1972:

While proposals for the formation of an Asian Pacific Economic Community
have been followed with close attention by interested departments, the
Government has not contemplated any initiative with regard to the formation
of such a community. The Government’s view is that the present interests of
Australia and the countries of the Asia Pacific area are better served by
multilateral initiatives aimed at the expansion and liberalisation of world
trade rather than through the creation of separate economic blocs which
would result in the fragmentation of the present international trading system.
(CPD, H. of R., 9 May 1972: 2269)

39 For instance, when Australia attempted to become a regional member of ECAFE in 1963, the Manila
Chronicle (7 March 1963) pressured Australia to modify the White Australia policy, as well as to
expand Commonwealth preferential treatment to other Asian countries.
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To model the region’s economic cooperation on ‘economic blocs’ was simplistic and
reflected a lack of careful examination.*® Yet, the fact that the Coalition sponsored a
joint research project by Australian and Japanese economists reflected the necessity
of ‘a continuing analysis of economic relations among the Pacific nations’, as Bowen
continued to maintain (Crawford and Anderson 1974:128), an illustration of
Australia’s growing economic interest in regional affairs.#! Whitlam finally channelled

this interest through his regionalism proposal.
The Whitlam era (1972-75)

Characteristics of Whitlam’s foreign policy
A turning point in Australia’s foreign policy occurred when Whitlam came to office in
December 1972 leading the first Labor Government in 23 years. He attempted to
break the Coalition’s foreign policy legacy. There were innovations on many fronts.
Whitlam (1985: 25) recorded that ‘our task after 2 December 1972 was not only to
reverse the policies of two decades, but to change Australian attitudes, deeply
~entrenched over generations’. This included establishing diplomatic rapprochement
- with China, completing the evacuation of troops from Vietnam, dismantling SEATO, '
grantihg independence to Papua New Guinea, initiating the NARA Treaty with Japan
and abandohing the White Australia policy. Such achievements were ‘almost wholly
due to the preparations made in Opposition and the initiatives taken in Government
by [Whitlam’s] Labor Party’ (Whitlam 1985: 26). Viviani (1997: 100) attributed the
change in Australian foreign policy to the value Whitlam placed on forging a national
identity which was ‘independent, non-military, anti-racist, }egion-oriented and
internationalist’. These were the foundations on which Whitlam implemented a new
foreign policy. Particular stress on economic interests and an Asian focus were

essential components of Whitlam’s foreign policy.

40 Crawford (1963: 7) said ‘Asian countries had problems quite dissimilar from Europe and that
Common Market analogies were meaningless’.
41 This initiative was instrumental in generating the research links between Japanese and Australian

academics who were to play a substantial role in the Australia-Japan joint leadership of the PECC
initiative.
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The emphasis on the economic aspects of foreign policy was most evident. Camilleri
(1979: 253) said that ‘without doubt it is the economic factor which represented the
most.signiﬁcant innovation in Labor’s approach to foreign policy’. The Department
of Foreign Affairs (DOFA) records that [under Whitlam] the ‘emphasis of Australian
policy in Southeast Asia has shifted ... from military alliance and ideological
considerations in the direction of increasing coopefation in trade, aid, cultural
exchanges and increasing consultations’ (AFAR, December 1973: 830). This
approach was partly realised when Australia decided to participate in the Ministerial
Conference for Southeast Asian Development in 1973. Japan initiated the Conference
in 1966 but under the Coalition, Australia had bypassed the Conference for fear that

it might place Australia’s protectionist policy under close scrutiny.

Whitlam altered this stance in 1973 because of his belief that ‘increasingly our foreign
policy in Southeast Asia will be related to our efforts to develop mutually
advantageous trade’ (cited in Bates 1997: 249). The idea was translated into reality in
July 1973 when the Whitlam government introduced an across-the-board 25 per cent
tariff cut. It also established a division in the Department of Overseas Trade in
December 1973 to promote trade with Southeast Asia. The difference in the |
approaches to the Conference and the tariff cuts shows how Australia under Whitlam
accorded a stronger economic focus to its foreign policy. Woolcott (4FAR, May
1974: 318), then Deputy Secretary of DOFA, described Australia’s changing interest

in Southeast Asia:

[Australia] has in fact, shifted the whole emphasis of Australia’s continuing
involvement in Southeast Asia from one primarily based on ideological
considerations and military alliance, to one based increasingly on developing
trade with the countries of the region, on promoting progress through
constructive aid programmes, on encouraging security through regional
cooperation rather than military pacts ...

Bates (1997: 248) goes so far as to say that ‘for Whitlam; Australians were Asians by
an irrevocable fact of geography and the problems of Asia were also the problems of
Australia’. For instance, recognising Beijing and Hanoi and establishing a ‘working

relationship” with Pyongyang in the first few days of his administration created a new
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avenue for Australia’s foreign policy and shifted its focus in the Asia Pacific region.*2
As will be discussed in the next chapter, Whitlam also committed Australia to
negotiations with Japan on the NARA treaty, which the Coalition had been reluctant
to take seriously. Furthermore, Whitlam attached more significance to ASEAN
which, according to Pemberton (1997: 143), ‘the Coalition had largely ignored ... in
favour of the American-inspired SEATO’.

Whitlam thought highly of ASEAN. The tariff cut Whitlam implemented waé partly
based on his hope that it would benefit the developing countries in Southeast Asia,
‘serving to strengthen Australia’s ties with the region’ (Bates 1997: 243).
Accordingly, Viviani (1997: 100-1) concludes, ‘there are some precursors of a
regional orientation in Casey and Barwick, but it is Whitlam who gives Australian
foreign policy its most explicit Asia orientation’ and he demonstrated that ‘the US
alliance [was] one major element of policy, but not the dominant core’.#3 Asian
nations welcomed this new orientation which made it easier for Whitlam to achieve
his foreign policy goals. The Indonesian Ambassador to Australia stated: ‘it gives my
Government much gratification that the present Government’s foreign policy works
towards a more independent stance in international affairs ... and a policy of
orientation to regional cooperation’ (dustralian, 9 June 1973). In short, approaches
‘which chused on economics and on Aéia were among the signiﬁcant achievements of

Whitlam’s foreign policy.

Whitlam and Asia Pacific regionalism
An example of Whitlam’s innovative foreign policy was his proposal for regional
economic cooperation, announced in January 1973. No Australian political leader had

seriously promoted this idea in the postwar era. Although Whitlam’s plan ultimately

42 Whitlam was very swift to give substance to the relationship with China after an agreement on
mutual recognition was reached on 21 December 1972. The Australian Embassy and Ambassador were
established in Beijing on 12 January 1973, followed by the closure of the Australian mission in Taipei.
An Australian government trade mission visited China in May and the Chinese Minister for Foreign
Affairs visited Australia in July to sign a three-year trade agreement. Whitlam visited Beijing as Prime
Minister in November. .

43 Renouf (1986: 29) suggested that ‘for many years, Australia had carried out little foreign policy of
significance without first obtaining approval from the United States. Whitlam abandoned this
subservience.” However, the importance of ANZUS did not change even in the Whitlam era. In 1973
Whitlam stated that ‘ANZUS is a legal embodiment of the common interests of the people of Australia,
New Zealand and the United States. These interests remain constant beyond changes of administration
in Washington, Wellington or Canberra.’
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failed, it was a pregursor to Fraser’s and Hawke’s initiatives in Asia Pacific
regionalism. Whitlam regarded the proposal as ‘one of the keystones of Australia’s
foreign policy for the 1970s’ (Bates 1997: 249). He stated the basic outline soon after

he came into office:

... to meet the new realities and our perception of them, we shall be seeking
new forms of regional cooperation ... We shall be charting a new course with
less emphasis on military pacts ... The guidelines of the regional community
that I foresee will be an organisation genuinely representative of the region,
without ideological overtones, conceived as an initiative to help to free the
region of great power rivalries that have bedevilled its progress for decades
and designed to insulate the region against ideological interference from the
great powers. (AFAR, January 1973: 33)

Whitlam’s proposal on Asia Pacific association stemmed partly from his economic
and Asia-oriented stances in foreign policy, in contrast with the approach of the
conservative government.4 Whitiam had already expressed similar views in 1969
when he saw Australia’s regional role ‘as helping to build the economies and societies
as well as_defences of all the countries in this region in cooperation with our rich

associations in the Pacific Basin’ .45 .

A feature of his approach to regionalism was that it was a long-term undertaking and,

accordingly, its structure and content could not be laid out in detail in advance:

I do not intend that Australia should try to impose a detailed formulation for
setting up such a community ... we shall be patient and punctilious in our
consultation and prepared at every turn to take account of and participate in
the genuine aspirations of the region. But we shall be active in seeking this
end. (AFAR, January, 1973: 33) '

The proposal was exploratory and needed time to evolve, as Whitlam indicated in his

address on 24 May 1973 (CPD, H. of R.: 2646):

44 Whitlam stressed the importance of the economic aspect of Australia’s foreign policy after he left
politics and noted (1979b: 2) that ‘ Australia will need to be as close economically to her neighbours as
she is geographically. It follows that Australia’s preoccupations in foreign policy will be primarily
economic, not military ... the greatest influences upon Australian foreign policy will be economic in
nature, that is, the changes that are taking place in the regional economy.’

45 CPD, H. of R., 26 March 1969: 902. This idea was similar to the Asia Pacific policy of the Japanese
Foreign Minister, Takeo Miki. Whitlam (1985: 61), then Leader of the Opposition, was ‘impressed’ by
Miki’s idea to establish a closer association in the region when he met with Miki in Tokyo in January
1968. As mentioned in Chapters 5 and 6, in 1967 Australia’s Minister for External Affairs, Paul
Hasluck, was unenthusiastic about Miki’s idea. Whitlam and Hasluck’s different approaches reflected
their distinctive foreign policy stances.
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It is clear that the new regional arrangements we have in mind will be a low
and delicate growth. We are content at present to let the concept take seed in
the thinking of our neighbours in the belief that our research holds the best
long-term promise for bringing about a greater understanding. We remain
completely flexible on the timing, structure and membership of any future
arrangements. 46

Whitlam’s proposal was simply a declaration of his hope to organise.a regional
arrangement. A major incentive for Whitlam to push the idea lay in the lack of a
regional mechanism in the Asia Pacific region, in contrast to other regions. In

November 1973 Whitlam stated:

African states have their Organisation for African Unity. American countries
assemble in the Organisation of American States. In Asia, in our region, there
is nothing comparable. Our long term aim is for regional arrangements
which, although they would be less institutionalised and more informal than
the OAU or the OAS [would provide], a forum in which to talk informally
together and promote greater understanding and cooperation. (cited in Knight
1974: 262)

An aim that Whitlam hoped to achieve through his regionalism was to create ‘a
means of better and more widely shared regional cominun_ications - somethiﬁg like a
“mini-Commonwealth” though obviously without the same shared background and
traditions and probably without a secretariat’ (Knight 1974: 262). Yet this function
was supposed to help avoid political problems such as the Chinese-Japanese struggle
for influence in Asia, US—Japan rivalry on trade, and the waning influence of the
United States (Hyde 1978: 132). Whitlam thought substantial changes on the regional
scene required something of a regional mechanism which could at leaét enable leaders
in the region to meet and discuss, albeit informally. He was convinced that this would

contribute to regional stability.

In 1974, Whitlam elaborated his view that a regional forum would not be ‘a body
where decisions are made and then [made] binding, but where.it is possible for heads
of government regularly to exchange views which are of mutual interest’ (cited in

Albinski 1977; 92). A critical point here was membership. As Whitlam hoped to

46 Later, the Minister for Foreign Affairs Willesee expressed the same view as Whitlam and stated on
15 June 1974 that the concept ‘has sometimes been misunderstood as an immediate objective. I would

say rather than it is an important future goal ... Perhaps this decade will see this aim fulfilled?’ (cited in
Knight 1974 263).
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‘break down the long-standing preoccupation with ideological conflicts with defence-
oriented answers to fostering stability’ (Albinski 1977: 93), the two superpowers, the
United States and the Soviet Union, were not considered as potential members.
Probably because of his Asia-oriented foreign policy, Whitlam expected Japan and
China to join the nations of Southeast Asia along with New Zealand and Australia.
He argued that, even if a member of ASEAN did not forge diplomatic relations with
China, ‘China must sooner or later be in any regional association for consultation in
our region’ (CPD H. of R., 14 November 1973: 3920). Whitlam further suggested
that no regional organisation could be very representative without China’s presence
(AFR, 26 February 1973). Whitlam sought to include Vietnam to ensure that it was
not isolated from Southeast Asia (Viviani 1997: 104). A major purpose was to
enhance confidence among nations whose diplomatic exchanges had been hindered by

political complexities.

Whitlam’s Asia Pacific association was also intended to furnish a base on which both
the exporters of resources and the consumers ‘could harmonise their activities,
consistent with Labor’s notions about “independence” and the appropriate wielding

of resource policy’ (Albinski 1977: 94). Whitlam’s strategy would assist development
~ in regional countries. Whitlam said to Indonesian leaders in February 1973 that ‘our. .
continuing encouragement and support for a new form of regional cooperation ... will

speed your progress and bring nearer the fulfilment of your goals’ (cited in Hyde
1978: 83).

Whitlam's regional diplomacy

Whitlam intensified diplomatic efforts in Southeast Asia in 1973 and 1974 to elicit
favourable reactions from the region. He prepared well for his visits to the region: he
sent a special envoy to discuss the nuances of each nation’s perspective on Australia’s
foreign policy and regional proposals before his visits, and it was on the basis of these
findings that his speeches were drafted. It was said to be “one of the first occasions
before a Prime Minister’s overseas visit that Australian embassies have played a
constructive role in the stance adopted through such close consultation’ (Australian,
15 February 1974). | The thorough preparatien behind diplomacy reflected his

commitment to his regional initiatives and his keenness to forge better relations with
ASEAN countries.
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Whitlam’s first diplomatic foray was made during his visit to Indonesia in February
1973. In recognising the importance of Australia’s relations with Indonesia, Whitlam
thought it necessary to explore Australia’s foreign policy approach with Indonesia.
He declared during the visit that ‘the futures of our countries are indissolubly linked
together and our relationship will be a crucial factor in determining the future of our
region for the rest of this century’ (cited in Hyde 1978: 61). Theemphasis on
relations with Indonesia was a recognition that Indonesia’s approval was necessary
for Whitlam to take a concrete step towards his regional initiative. Whitlam was thus
careful not to give an.impression that the aim of regional proposal would be to absorb
ASEAN, or that the structure would be augmented to include many more and diverse
nations.#” This was evident in the Joint Communique issued by Whitlam and President

Suharto:

Australia would punctiliously consult with regional neighbours and would be

sensitive to their ideas and aspirations. [Whitlam’s] proposals were

preliminary and exploratory. He recognised that new forms of regional

cooperation would not be quickly or easily achieved. His ideas were intended

to complement ASEAN and were in no way competitive, or alternative, to it.
- (AFAR, March 1973: 93)

Suharto largely welcomed Mr Whitlam’s proposal for a widely representative Asian
regional organisation, and their Comrtmniqué stated that ‘while such a concept was
unlikely to come about in the short term, [Suharto] recognised its potential value in
the long term’ (AFAR, March 1973: 93). Yet Suharto stipulated that expanded

regionalism was only acceptable after a lasting settlement in Indo-China (Hyde 1978:
68).

The strategy of support without rushing change was also the line taken by Foreign
Minister Malik during his visit to Australia in November 1973. He ré‘cognised the
difficulties in timing and deciding which countries should be invited, declaﬁng
Indonesia, nonetheless, in favour of the idea in principlé (Age, 10 November 1973).‘

Malik explained a major problem for Indonesia in accepting the proposal:

47 Whitlam noted the importance of ASEAN when he stated: ‘ASEAN is the only one which has a
proper regional relevance, the only one which has a thriving future’ (cited in Albinski 1978: 94). The
Far Eastern Economic Review (Asia 1974 Year Book: 54) observed: ‘Having got Whitlam to first assert
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... from the onset in February, Indonesia never opposed the idea of a wider
regional cooperation scheme and in fact we supported it, including the
eventual participation of China. The problem only is, how to implement such
an idea for regional cooperation. (cited in Knight 1974: 264)

Whitlam’s visits to Malaysia, Singapdre, Thailand, the Philippines, Laos and Bﬁrma in
January—February 1974 were also designed to give ‘life to his proposed regional plan’
(Hyde 1978: 62) although ASEAN ministers had informally discussed his proposal
and had already ‘rejected it as itvstood’ (Albinski 1978: 97) in February 1973.
Malaysia hoped ASEAN would developed further and feared domination by China
and Japan under Whitlam’s regional pfoposal, while Thailand seemed to regard
Whitlam’s idea as ‘almost too remote to be considered seriously yet’ (Australian, 5
February 1974). Yet Singapore was reported to support the concept ‘largely as a
countermeasure to great power rivalries disputing the area’ and ‘the Philippines was

also active in efforts that might eventually see the expansion of ASEAN’ 48

In general, the Southeast Asians were not ready to take Whitlam’s proposal up.
Knight (1974: 262) highlighted three reasons for the cool reacfion. Firstly, as the idea
was presented rather vaguely, no one knew what it invdlved or was willing to discuss
it in.detail; secondly, Whitlam’s unwillingness to give substance to the concept led to
a debate which destroyed it befofe the concept could take shape, and thirdly, many
countries, especially in Southeast Asia, were concefned about the roles that the great

powers such as China, J apan or India would play.

The first and second reasons were crucial. Mackie (1976: 86) has stated that
regionalism is a ‘slippery concept, frequently generating vain hopes and false
expectations’ and thus ‘it should Abe made quite clear why [regionalism] is important
and what it means’. Yet Whitlam thought it too difficult to launch detailed plans for
regionalism. Policy-oriented interactions not only among ASEAN countries but also
with other developed countries including Australia were necessary for ASEAN
countries to understand the merit of Asia Pacific economic cooperation. Yet it was as

late as 1976 that ASEAN leaders themselves organised their first summit meeting to

the importance of ASEAN, the Indonesians, in their desire for better relations with Australia, moved
during 1973 some way towards encouraging his concept.’
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discuss the post-Vietnam War regional order. Uncertainty in the region partly caused
ASEAN countries to be unable to accept or even consider seriously the Whitlam

proposal.

On concerns about the roles of the superpowers, Malik spoke of a Southeast Asian

view:

You cannot include China and not include Japan and if you have both Japan
and China in such an association then you produce not only rivalry between
the two but also Russia is left out and feels humiliated. It will resume its
diplomatic offensive in Asia. (cited in Knight 1974: 267)

This was also recognised within Austfalia. The Secretéry of DOFA, Alan Renouf,
commented: ‘I don’t think there is any question of a new grouping in Southeast Asia
until problems between the countries and China are cleaned up’ (Australian, 21
November 1973). Only a few years had passed since China had gained international
recognition; ASEAN countries had yet to follow the trend, and thus it was natural
that they were reluctant to cooperate with China. Whitlam’s pro-China stance
affected his decision to include China in his propdéal. Yet, as Malik said, recognition
of China by ASEAN countries was a matter of time and ‘all were agreed on the
normalisation of relations with China’ (Knight 1974: 264). This suggested that the
realisation of Whitlam’s regional proposal was simply premature, but pOssiblé in the

future.

In brief, although Whitlam’s proposal was vague, ambitious and premature, his
concept of regionalism along with his pro-Asia stance marked a critical departure in
the development of Australia’s foreign policy in Asia and the Pacific. The proposal
contributed to Australia’s integration in the region, especially in Southeast Asia.
Through the proposal, Australia was attempting to compensate for its laék of direct
institutionalised access to the region, particularly through ASEAN. Whitlam’s
determination that he ‘had no intention of throwing away’ the proposal was sustained
by his belief that it ‘would be of advantage to Australia and its neighbours’ (AFAR,
February 1973: 99). The advantage lay in the part of the proposal which ‘aimed at

better communication, better understanding and more practical and fréquent links

48 Knight 1974: 268-69. The Philippines supported his plan as President Marcos put forward an almost
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between the nations of the region’ (Knight 1974: 272). The proposal could have been
a constructive force behind Australia’s intention to influence regional affairs in the
post-Vietnam era. When Whitlam was in power, the region was in transition; the
changing balance among the superpowers injected new uncertainties. This factor was
‘a stimulus to this new search for effective regional cooperation’ (Knight 1974: 272),
but uncertainty in the region made it difficult for ASEAN countries to accept the
proposal, forcing Whitlam to launch a proposal that lacked detail. Rather, ASEAN
countries realised it was important to strengthen ASEAN. Yet when relations among
superpowers stabilised, if the opinions of ASEAN countries were given high priority,

and the structures were established to match purposes, there was scope for progress.

The Whitlam government was the first to ‘give ASEAN real priority’ (Viviani 1997:
105) as it increased support to ASEAN’s economic projects and bilateral aid. It
supported ASEAN’s position on Cambodia in the United Nations despite initial |
hesitation (Pemberton 1997: 142). These pro-ASEAN positions made Australia the
first country to support joint economic development projects among ASEAN nations
in 1974. Canberra became the first site of the ASEAN Secretaﬁes—General
Conference held outside an ASEAN capital (Albinski‘197.8: 95). Whitlam is credited
with improving Australia’s relations with ASEAN countries and changing their
perceptions of Australia, and his diplomatic efforts were sighiﬁcant in preparing for
Australia’s subsequent initiatives in Asia Pacific regionalism. His interpretation of
regional affairs led to new directions in Australia’s foreign policy, which became
economically-centred and Asian-focused. The grqundwork by Whitlam laid the
foundation for Fraser to establish PECC in 1980. Without smoothiﬁg relations with
ASEAN countries, they would have opposed Fraser’s attempts to forge regional
cooperation in precisely the way they had rejected Whitlam’s. Yet the purpose behind |
Whitlam’s regional proposal to help stabilise the region was not different from

Australia’s commitments to previous institutions under the Coalition.

Conclusion

In the period from the end of the Second World War to 1975, Australia, which

initially had been preoccupied with defence and security, gradually shifted its foreign

identical proposal.
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policy interests to economic areas. The transition occurred under Menzies, in the
period after Menzies and under Whitlam. These were elements in Australia’s
approach to the region which represented significant preconditions for Australia’s
initiatives in PECC and APEC. For instance, observing Whitlam’s foreign policy, the

Malaysian Deputy Prime Minister, Hussein Onn, noted:

Australia is retreating militarily from Southeast Asia and the concept of
‘fortress Australia’ is being fashioned. The ‘forward defence’ of Australia ...
should now be transmitted into active initiatives to strengthen the economies
of Southeast Asia. (cited in Asia 1974 Year Book: 55)

The Fraser government operated under this foreign policy approach, and Frasef
~ (1980), who took the initiative in establishing PECC, stressed that: ‘... the basic
motivation supporting the [Pacific] concept is clearly quite different from that which
led to earlier efforts at regional cooperation, when political and strategic security
considerations dominated’. Emphasising rapid economic growth in the region, Hawke
(1994: 229), who took the initiative in establishing APEC, also followed this stance:
‘For too long, Australians had perceived Asia as a threat. The time had come to see it
as an opportunity.” It is noteworthy that the paradigm shift in Australian foreign
policy emerged graduallsr in the post-Menzies era, when economic interests rose in
~ importance alongside security interests in foreign policy and initiated prime ministerial

diplomacy in Southeast Asia, starting with dismantling of the White Australia poliéy.

One element in Australia’s foreign policy remained unchanged: its desire for

American presence, as Bell (1996: 15) noted:

... from Korea to the Gulf War, examples of Australian dissent from

American actions and perceptions were fairly rare, despite the independent

efforts of the short-lived Whitlam Labor government ... Australia’s most

forceful initiatives in foreign affairs often sought not to offset US power but

to increase the US presence in Asia and bolster its military effort against -
‘communism’ in the region.

An implication of the gradual shift in Australia’s foreign policy priorities was that as
long as Australia maintained its strategic alliance with the United States and its efforts
to keep it in the region, Australia would be freér to pursue its economic interests in
the region. After 1975, Australia began to view Asia and thé Pacific as a more

prosperous and stable region despite a reduced US military commitment to the
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region. Australia thus placed more significance on the economic aspects of foreign
pélicy and the Fraser government sought to align Australia’s trade interests more
closely with foreign policy priorities. The entrenchment of ASEAN’s solidarity and
economic growth, and Japan’s increasing economic role provided the foundation for
this view. Australia sought to level off its relationship with Japan in realising its
foreign policy goals, as discussed in the next chapter. ’I_t is true that trade promotion
was a factor in Australia’s commitment to the Colombo Plan, SEATO and regional
mémbership in ECAFE, but they were long-term interests, not the imminent and

direct interests that they became in the 1970s.

Spender (1969: 195) commented that ‘our future to an ever-increasing degree
depends upon the political stability of our Asian neighbours, upon the economic well-
being of Asian peoples and upon understanding and friendly relations between
Australia and Asia’. This statement epitomised a consistent element in Australia’s
interests in Asia Paciﬁc. regional institutions. It was expected that these institutions
would contribute to stability and prosperity in Australia’s neighbourhood and
provided a framework fdr Australia’s interactions with Asians. Australia had similar
motivations in its commitment to the Colombo Plan, SEATO, regional membérship in
ECAFE, ASPAC, and Whitlam’s premature regional proposal. It will be important to
explore how Australia’s approaches to Asia Pacific regionalism under Fraser differed
from those traditional approaches in terms of its initiative in creating a new Asia

Pacific regional institution such as PECC in Chapter 7.

During this period, Australia improved its relations with Southeast Asia as Australian
~ political leaders’ interactions with ASEAN countries gradually strengthened.
- Whitlam’s regional proposal, his efforts towards forging better relations with ASEAN
countries, and his emphasis on the economic aspects of foreign policy were conducive
to changing ‘Australian’s perceptions and attitudes, which allowed his successors to
carry out their policies’ (Viviani 1997: 107). In sum, the gradual incorporation of
economic factors into foreign policy priorities, the establishment of favourablé
relations with ASEAN and Australia’s policy interactions with other regiohal
countries through the participation in various regional institutions laid the foundation

for Australia’s leadership in the establishment of PECC.
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S Joint leadership in regional institution-building

Regional economic institutions in Asia and the Pacific progressed under the joint
leadership of Japan and Australia. How and why were both countries were able to
forge a partnership in regional institution-building? This chapter traces the elements
that brought both countries together in taking the initiative to establish ‘regional
economic institutions in Asia and the Paciﬁé, while chapters 6, 7 and 8 will focus on
the actual formation process of the four regional economic institutions. Chapter 2 put
forward the institution-building model, and it was suggested that it was possible for
two countries like Japan and Australia to enhance each other’s leadership capabilities
through diplomaﬁc cooperation. Three elements provided a foundation for their joint
leadership in the international institution-building: shared interests in building
institutions; power complementarity compensating for shortcomings on each side in
terms of influence and enhancing leadership capabilities; and a corps of people
influential in policy and able to form transnational networks in the business, political

and academic communities.

- The chapter only discusses the Australia—Japan partnership, ot partnerships in
general. Nor does it claim that the three elements are sufficient for joint leadership. It
simply suggests that these elements contributed to Australia and Japan forging a
relatior_ishi}; that enabled them to play a leadership role in regional institution-building.
Before examining these elements in the partnership in more detail, the chapter
‘describes the improvement of postwar bilateral relations between Australia and J apan,
which had been fractured by the Pacific War, since this was a prerequisite to the

- regional institution-building which both countries came to take.
Australia—J apan relations

It was no simple matter for countries that began from a position of mutual distrust to
forge a diplomatic partnership which was to be a springboard for international
initiatives. Australia-Japan postwar relations had just such an unpropitious start. A

prerequisite for the joint initiatives involved in the establishment of PECC and APEC
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was the consolidation of mutual trust and a shoring up of the overall bilateral
relationship. Australia’s hostility towards Japan was a major obstacle to the
development of postwar relations, while one of Japan’s important foreign policy
objectives in the early postwar period was to forge friendly relations with the Western
countries including Australia. In attempting to conquer the Pacific, Japan raided
Australia in Darwin,‘ Broome and Townsville, killing more than 200 people. Its
submarines also penetrated Sydney Harbour. Australia lost 34,376 soldiers in World
War II, of whom 8,031 were killed under ‘inhumane conditions’ in Japanese prisoner-
of-war camps (Millar 1991: 120). It was thus no wonder that Australian antipathy to
Japan was prevalent after the War. For instance, the Minister for Immigration, Arthur

Calwell stated in 1948:

While I remain Minister for Immigration, no Japanese will be permitted to
enter this country. They cannot come as the wives of Australian servicemen
... nor as businessmen to buy from or sell to us ... The feelings of the mothers
and wives of the Australian victims of Japanese savagery are more important
than any trade or other material advantage. (cited in Rix, 1986: 180)

Although China was emerging "as the new threat and substantial economic ‘
opportunities were anticipated in the Japanese fnark_et, it was not easy for Australia to
regard .fapan with an less hostile attitude free from hostility.! Yet Australia came to
engage positively with Japan, adopting a sfrategy that sought to link the two
countries economically, supported by political and business ties, and reinforced by
cultural and personal exchanges. Observing the change of Australia’s attitude to

Japan, Watt (1967: 206), a former Ambassador to Japan, notes:

The negative reaction of Australians to Japanese during and for some time
after the war is understandable. Far more surprising is the gradual
development, since the signature of the Japanese peace treaty in 1951, of an
attitude of acceptance if not of actual friendship, which has permitted a
surprising degree of mutually beneficial co-operation to develop between the
two countries, particularly in the field of trade. This extraordinary change in
outlook within'a period of less than fifteen years requires some examination.

1 Foreign Minister Evatt mentioned in 1947 that ‘The first principle of our policy has always been the
safety and security of the Pacific, including our own country. That calls for the disarmament and
demilitarisation of Japan, destruction of its capacity to wage war, and a sufficient degree of supervision
under the peace treaty to prevent the regrowth of war-making capacity’ (cited in Watt 1967: 208).
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MacMahon Ball wrote in 1948 (201) that ‘it is rash and dangerous to assume that
Japan cannot in the foreseeable future again become a danger to her neighbours’, but

by the early 1960s (1962: 267-69) he had changed his view substantially:

It is extremely important to recognise that she is certainly no longer a
militarist or expansionist nation ... On all counts it would seem good sense
for Australia to work as closely as possible with Japan.

In a 1967 poll, only 4.1 per cent of Australians polled considered Japan the most

threatening country (Huck 1970: 316). Two factors accounted for the change in

Australia’s attitudes towards Japan in such a short period. The first was the securing

of America’s commitment to defend Australia and the Pacific region, realised through

the Peace Treaty with Japan and the ANZUS Treaty; The second was the emergence

of Japan as a market for Australian primary products, a development facilitated by the |
1957 Australia-Japan Commerce Agreement (revised in 1963). The improvement in
bilateral relations was subsequently marked by Japan’s hope for a partnership with

Australia in pursuit of Foreign Minister Takeo Miki’s Asia Pacific policy of 1967;

Australia’s expectations for Japan’s greater role in the region in the 1970s, affected

by the possible withdrawal of Britain and the United States from the region; and the
1977 Basic Treaty of Friendship and Cooperation betwéen Australia and Japan (the

NARA Treaty). The growth of the bilateral relationship laid the foundations for the

initiatives in PECC in 1980 and APEC in 1989.

The Peace Treaty with Japan and the ANZUS Treaty

For its own security and the stability of its neighboui‘hood_, Australia was very keen in
‘the early postwar period to secure a Pacific Pact, which aimed at a defensive military
arrangement among countries that had a vital interest in the stability of the Pacific
region. Australia saw the United States as a vital founding member of the Pact. Yet
the United States did not express enthusiasm for the plan because America’s main
concern was containment policy, put in placé in 1949, to stop the spread of
communism in Northeast Asia. Percy Spender, Minister for External Affairs, had to
be prudent and tenacious in his diplomacy to guarantee US commitment to the Pact.

For its part, Australia had to temper its attitude towards Japan, with which the United
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States hoped to sign a peace treaty quickly due to the emergence of Communist

China and the outbreak of the Korean War in 1950.2

During his visit to Washington in September 1950, Spender (1969: 45) saw a
document from John Foster Dulles who negotiated the Peace Treaty, which ‘omitted
altogether any mention of any restriction of any kind upon Japan’s capacity to re-
arm’. This was unacceptable to Australia, one of the few potential signatories that
objected to it.3 Spender faced firm opposition from the United States on the question
of Japan’s disarmament, but he tried to strengthen Australia’s position by taking
advantage of Australia’s bargaining position with the United States. For Australia to
participate in a ‘peace treaty with Japan was, from the US point view, highly
desirable; disagreement and susta,ined.opposition from [America’s] most important
fighting ally in the Pacific War was then to be avoided’ (Spender 1969: 47). In his
meeting with Dulles in September 1950, Spender thus aimed ‘to bring about some

firm defence arrangement in the Pacific’ (Spender 1969: 48).

In 1951, Australia’s security concefn shifted from the possible threat of Japan to
communist aggression. In February 1951, Dulles stayed for four days in Canberra to
‘discuss the Japanese peace treaty as well as a Pacific security arrangement with
Spender. This proved to be a turning point in Pacific diplomacy. During discussions,

the atmosphere in the cabinet started changing. Spender (1969: 119) wrote:

One or two [members of the cabinet] were quite opposed to any Japanese re-
armament, but hardly very lucid on how we could prevent it. A few thought,
as was my own opinion, that Dulles’s argument as recorded by me was
impressive: the US approach to the Japanese peace settlement was, in
general, sound. All agreed that we had to fight hard to obtain a U.S.A.
guarantee [for a Pacific Pact].

With a change of attitude in the cabinet, Spender (1969: 120) tried ‘to use to the
utmost the negotiating value of an Australian agreement to sign any peace treaty as a

lever to obtain effective security guarantees for Australia’ from Dulles, who was still

2 Dean Acheson noted in December 1949 that ‘were Japan added to the Communist bloc, the Soviets
would acquire skilled manpower and industrial potential capable of significantly altering the balance of
world power’ (cited in Gaddis 1982: 77).

3 Spender. (1969: 54) explained Australia’s view in 1950: ‘The risk of Japan again being dominated by
a militaristic and hostile clique at some future period ... was too real to be disregarded because of any

125



cautious about a Pacific Pact. After intensive discussions between Spender and
Dulles, Australia finally accepted that the Peace Treaty with Japan should not impose
any limitations on Japanese rearmament but a Pacific Pact, later called the ANZUS
Treaty, would be ratified. Australia’s goodwill towards Japan stemmed from ‘the
recognition that the postwar situation in the Pacific and East Asia has changed
radically since the war’ (Ball 1962: 261). Menzies (CN 1951: 172) reflected this
recognition in Parliament when he stated that ‘the particular danger to-Australia was
not that we would be invaded or occupied during the war, but that, if our friends
were defeated in distant battlefields, we would be subdued by the enemy after the

2

war .

Although the onset of the Cold War helped to assuage Australia’s attitudes to Japan,
cautious and hostile views remained after the Peace Treaty was signed in 1952.
Several Australian leaders played pivotal roles in improving relations with Japan,
including Richard Casey, who was Minister for External Affairs during 1951-59. He
stated in 1951 that ‘the fear and hatred of Japan in 1945 was groundless today’ (cited
in Hudson 1986: 241). Casey later attempted to influence his cabinet colleagues,
including.Prime Minister Menzies who was very suspicious of Japan,* by saying in
1954 that Australia should treat Japan ‘in a more civilised way than in the past’ (cited
in Hudson 1986: 241). These comments derived from his belief that ‘a viable
Japanese economy was in Australia’s interests’ (cited in Hudson 1986: 241). Casey
expressed his reasons for normalising relations with Japan in a cabinet submission in
July 1954: there was concern that Japan would form an alliance with the communist
bloc due to political and economic isolation, Australia should aim to support a
moderate government and help keep Japan in the Western camp; such policies

* matched the views of the United States (Walton 1997: 24).

In the same year, Casey gave credence to his views by supporting Japan’s

membership of the Colombo Plan, initiated by Spender. Casey tried to influence the

short- or long-term advantages of a soft peace treaty without any safeguards ... we had to do all we could
to insist that Japan would not be allowed unrestricted freedom to re-arm.’ '

4 Menzies in 1952 (189) wrote ‘the Japanese soldier proved himself an uncivilised enemy and a brutal
and inhuman jailer. Nobody in this generation of Australians will ever forget the instances, all too well
attested, of brave soldiers murdered after capture, of nurses tortured and destroyed, of prisoners-of-war
starved, enslaved, beaten, driven mad, driven into the grave ... Once these things are understood, it is
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Indonesian Foreign Minister, Sunario, who had been " most hostile to Japan’s
participation. Casey (1972: 191) realised that there was no point in carrying past
resentments and ‘Japan with its special skills could greatly assist recipient countries’
within the Colombo Plan. The Colombo Plan was one of the first international
organisations of which Japan became a member in the postwar period and Japan
regarded it as the only organisation for economic cooperation which covered all
Southeast Asian countries (MOFA 1959: 57). Australia also supported Japan’s entry
into the United Nations in 1956, which reflected Casey’s view of Japa.n.5 Two
important goals that Japan hoped to accomplish in the 1950s were economic recovery
and gaining international acceptance. Japan owes as much to Casey as to the United

States in realising the second goal.

The 1957 Australia-Japan Commerce Agreement
Casey’s goodwill to Japan resulted from his expectation that Japan would be a major
market for Australia’s primary products. This economic interest was even more
strongly pushed by McEwen and Crawford, who contributed substaritially to
Australia’s changing views on Japan. They encouraged the growth of Australia-Japan
trade by far-sighted commitment to ratification of the Australia-Japan Commerce
Agreement in 1957. McEwen, Minister of Trade, and Crawford, Secretary of the
| Department of Trade, were described as ‘the best minister—adviser team’ in
Australia’s political history.6 The importance of both men in relation to links with
Japan is characterised by Golding (1996: 173) who wrote: “While there will always be
debate about who formed the Australian initiative on formalising trade relations with
_post-war Japan, the weight of evidence seems to point to C'réwford “carrying the idea
and McEwen carrying the can”’ iapan’s purposes in requesting trade talks w1th
Australia in 1953 ‘were simply to end discrimination in imports licehsing and tariff
treatment’ (DFAT 1997: xvii) and the 1957 Commerce Agreement was especially

significant for Japan. It was the first trade agreement that Japan had concluded in the

postwar period and under the agreement, Australia became the first country after the

simple to understand that the instinctive reaction of Australia to any proposal for a Japanese peace
settlement is, ‘Keep them down! Don’t let them rearm! Don't trust them!’

5 Cumpston 1995:260. Menzies in his 1957 visit to Japan pointed out that Australia supported Japan’s
return to international society, but that not all Australians were unanimous in their support.

6 Golding 1996: 129. He further comments that Crawford’s influence on McEwen was so profound that
observers of the period found it difficult to determine with whom the great initiatives of the next decades
really originated.
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United States and Canada to remove the application of the GATT Articlq 35 to
Japan, removing all discriminatory trade treatment against Japan. Concessions
benefited more then 90 per cent of Japan’s exports to Australia (Drysdale 1987: 73)
The chief Japanese negotiator, Nobuhiko Ushiba, thought this ‘epoch-making’
because Australia was to deal with Japan on an equal footing with regard to trade’
(Ushiba and Hara 1979: 241). The first Diplomatic Bluebook (MOFA, 1957: 17) also

declared it a ‘landmark in the history of Japan’s economic diplomacy.’

In the 1950s, strong anti-Japanese feeling still lingered in Australia. McEwen, who
had been given the authority to negotiate the Agreement with Japan on condition that
he refer all consultation back to his government, took the initiative in negotiations.”
McEwen, like Casey, foresaw in 1951 that ‘a resurgent Japan could be a vital market
for Australian primary products’ because exports from Australia to Japan then
amounted to £50 million énd Japén was already Australia’s fourth largest customer
(Robinson 1971: 153). Robinson, who was in Japan when the treaty was signed in
Hakone, thought McEwen’s judgement ‘rather courageous’ in view of Australia’s

public opinion of Japan and notes: .

There was probably no man in Australia with the sheer political stature and
power of John McEwen to steer an Australian relationship with Japan so
quickly and smoothly into channels where it became as accepted as any other
popular item of conventional wisdom about Australian foreign affairs.®

Whitlam, then in opposition, also judged McEwen’s approaches as ‘far-sighted’ with
regard to the advantages of trade with Japan® McEwen’s substantial involvement in

the Agreement stemmed from his determination (cited in Golding 1996: 192):

7 Malcolm Fraser (personal interview), who was elected to a Liberal seat in the House of
Representatives in 1955, comments: ‘Menzies was keeping himself at arm’s length from the
negotiations, in case the political problems associated with the Treaty became too difficult at home.
So, it was Crawford and McEwen who masterminded that Treaty from Australia’s point of view and
got it accepted by the Government and by the Parliament.”

8 Robinson 1971: 153. For instance, the then president of the NSW branch of the Returned Services
League (RSL), Yeo, was opposed to the agreement with Japan and denounced Japan as ‘the most
treacherous country the world has produced in one thousand years’ (cited in Greenwood 1974b: 191).

9 Whitlam (1985: 60) criticised McEwen, however, as ‘short-sighted in impeding Britain’s entry into
the European Community through the 1960s’. Having known McEwen since 1934, when he had worked

in Whitlam’s father’s office, Whitlam maintained a good relationship with him on the basis of mutual
trust despite their different political affiliations
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When I set out to convince the government and the Australian public that the
‘Japanese could be trusted, I thought I was taking my political life in my
hands. The whole country was still very aware of the bad treatment of
Australia prisoners and of the threat that the Japanese had posed to
Australian during the war ... At all times I was careful to describe the
[Agreement] as ‘my policy’, not the government’s policy ... I was willing to
carry the political responsibility for the treaty on my own ... no one else was
keen to share the burden of carrying it.

His strong support and involvement in trade relations with Japan as Minister of Trade

led to his being a dominant politician in bilateral relations until his retirement.!?

Crawford greatly helped to bring the Agreement to a successful conclusion. His major

contribution to Australian trade policy was ‘to facilitate a dramatic shift of Australian

trade from Europe, especially the United Kingdom, to. the Pacific and especially
Japan’ (Arndt 1985: 4). This view was evident when Crawford (1938: 76-77)

justified his early suggestion for Australia to look to Asia and the Pacific:

~ ... the prospects of expanding Empire markets for Australian produce are so
limited that non-Empire markets must be cultivated ... Industrialisation in
eastern Asia offers definite prospects of additional alternative markets.

From this starting point, Crawford paid particular attention to Japan, which was then
at war in China. He expected Japan’s further industrialisation would lead to increased

sales of Australian products. Crawford (1938: 83—84) wrote:

- Japan has a growing population, must industrialise and must have markets.
The West has decided against Japan on the very readily appreciated. grounds
that the speed of Japan’s impact is too great: it forces a heavy burden of
change in old-fashioned industrial areas ... Japan has reason to fear the
outcome of increasing economic hostility of the West ...

Economic accommodation of Japan by the West, he argued, could create ‘a more
reasonable attitude towards the problems of security in the Pacific’, from which idea
- Crawford (1938: 89) developed a proposal for a ‘collective political agreement in the
Pacific’. In working towards this, Crawford (1938: 112) stressed ‘the willingness to
afford economic appeasement’ to Japan because ‘it alone can provide the conditions

requisite for naval disarmament and any pact of mutual non-aggression’ which a
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collective regional agreement would cover. His support for a collective arrangement
in the Pacific stemmed from his assessment that it could bring ‘the double profit of

economic gain and political security’ to Australia (Crawford 1938: 110).

After the Pacific War, Crawford assumed the role of persuading reluctant colleagues
and cabinet of the importance of the Agreement with Japan. It was Crawford who
proposed in 1953 that McEwen put a case to cabinet that Australia should initiate
trade talks with Japan ‘as a device to forestall any Japanese action which might
threaten Australia’s wool exports’.!! He also urged McEwen to persuade his cabinet
colleagues to agree to Japan’s admission to GATT in February 1955 (Golding 1996:
190). Before the formal negotiations, Crawford had prepared for such discussions
through informal diplomacy because -of the tense atmosphere at that time, as he

recalled:

On two or three occasions I hired a room in the Hotel Canberra in order to
meet Mr Nishi [the Japanese Ambassador], so that he could not be seen
coming to my Department nor I seen to be going to the Embassy. In this way,
‘we could talk quietly about a basis for resuming effective trade relations
which also had wide implications for general diplomatic relations.!?

Crawford even lobbed a tennis ball over the fence of the Japanese Embassy to create
an opporturﬁty to talk informally withA the Ambassador.® Crawford was pivotal in
initiating and negotiating the Agreement. Without McEwen and Crawford’s
commitment, Australia would not have readily offered a former enemy most-
favoured-nation treatment. The magnanimity of the offer is evident from the fact that
Japanese negotiators did not anticipate that Australia was ready to provide most-

favoured-nation treatment during the Agreement negotiations. The chief Australian

10 11 1967 , a senior J; apanese official said of McEwen that ‘Australia’s relations with Japan are
completely in the hands of one man’ (Robinson 1971: 154). His achievement regarding the Agreement
was well appreciated by Japan, which awarded him the first-class Order of the Rising Sun in 1973.

11 Golding 1996: 175. Even Crawford did not expect Japan to be such an attractive market for
Australia and he (1980a) confessed that ‘no one could have forecast how rapidly Japan would become a
major market. This was before the mineral days so any judgement by me was limited to the primary
rural industry.’ . o

12 Crawford 1980a. Crawford got on well with Nishi and rang him every time he went to Tokyo.

13" Crawford (1980a) described this as ‘by good fortune, I was young enough then to play tennis at a
place in Tennyson Crescent which was next door to the then Japanese Embassy. It was remarkable how
regularly each Saturday afternoon the ball went over the next door and I went in and had a quiet talk
with the Ambassador.’
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negotiator, Westerman, who said to his counterpart, Ushiba (cited in Golding 1996:

193), that ¢ Australia will remove all discrimination’, recalled:

[Ushiba] telegraphed what 1 had said back to Japan and asked for
instructions. They wouldn’t believe him and he was recalled. He was away
for quite a while before they could be convinced. Then he came back and we
got on with it. '

Ushiba recalled (1984: 12) that the Commerce Agreement with Australia ‘was the
most successful diplomatic event that I was engaged in while I worked for the
Ministry of Foreign Affairs’. The Agreement became the catalyst for boosting

bilateral trade between Japan and Australia and the basis for consolidating relations.

The partnership with Australia on the Asia Pacific policy

After the Agreement was signed, there were few bilateral policy consultations except
for two official Japanese prime ministerial visits in 1957 and 1963, although bilateral
trade grew substantially. In December 1966, Foreign Minister Takeo Mlkl launched
the Asia Pacific policy to promote regional cooperation. He was convinced that
cooperation among advanced Pacific countries was essential to realise this objective.
Mlkl particularly hoped for Australia’s cooperation. His wish stemmed partly from his
belief that Japan should not be involved with the American Far Eastern strategy and
that an East-West detente could be accomplished.!# Miki might have thought that
‘the formation of a multi-national association’ might be one in which ‘the weight of
the United States would be counterbalanced by that of other participants’.!> Miki
observed that Australia had started taking Asia seriousiy after it realised that Britain
was seeking membership of the EEC and that it would therefore be Japan’s best
partner in its Asia Paciﬁc; policy. This was evident in Miki’s belief that the ‘attitude of
the Australian government will have a major effect on the success or failure of this

idea’(4dsahi Shimbun, 29 March 1967).

Miki arranged two meetings with Australia at senior official and ministerial levels.

These meetings were the initial step in the Australia-Japan partnership in economic

14 Welfield 1986: 14. This view stood in a sharp contrast with the policies of his Prime Minister Sato,
who placed the highest priority on relations with the United States due mainly to the return of Okinawa
from the United States. o
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institution-building in the Asia Pacific region. He dispatched a ‘MOFA delegation
headed by Hideo Kitahara, the Director-General of the Bureau of Europe and
Oceania, to Canberra to hold meetings at a senior official level with his Australian
counterparts on 16—17 January 1967. These meetings were regarded as an indication
of a “shift away from purely trading policies for both countries to an awareness of
their dual responsibilities as the major economic powers in the Asian region’
(Canberra Times, 17 January 1967). The meetings represented Japan’s first attempt

to assess the extent to which Australia would cooperate in the region.

The second meeting was between Miki and his counterpart, Paul Hasluck, who
visited Japan to attend the general meeting of the ECAFE on 30-31 March 1967 in
Tokyo. It was the first time that Miki had discussed the Asia Pacific policy with a
foreign leader (Daily Yomiuri, 31 March 1967). Initially Hasluck considered the
meeting a courtesy, but Miki’s determination made the meeting more policy-oriented,

partly because he wanted to hold regular meetings. !

The purpose of the senior officials meeting was to exchange views on areas of mutual
interest in international affairs, ineluding China, the Vietnam Waf, Indonesia and the
United Nations, which were discussed on the first day of the meeting.!” On the

| second day, the head of the Australian delegates, Laurence Mclntyre, the Deputy
Secretary of the Department of External Affairs, asked Kitahara to explain Japan’s
stance on regional cooperation. Kitahara elaborated three points, ASPAC, the

" Ministerial Conference of Southeast Asian Development, and a suggestion for a joint
study on regional cooperation. With regard to the third point, Kitahara stressed it was
‘Miki’s personal idea’, and that Miki did not envisage a new organisation and that the
aims might be realised over the next 10 to 15/ years.!® Kitahara then mentioned that

Japan was interested in Australia’s reaction to a joint study, and that Miki thought

15 Guillain 1970: 494. These views on the United States were expressed in his criticism of Japan s
America-oriented diplomacy in the 1950s.

16 The Japan Times, 31 December 1966. Kitahara brought with him greetings from Miki to Hasluck
saying Miki hoped Hasluck would arrive a few days before the ECAFE meetings for talks with him.
Australian Archives (A4): CRS A 1838/280, item 3103/10/1 part 13: ‘Japan, Relations with Australia’,
1967-68, Outward Telegram, Department of External Affairs, to Ambassador Brown, 23 January 1967.
17" 44, Japanese/Australian Consultations on Political Matters, Summary Record of Officials’
Discussions, January 16-17, 1967.°

18 44, Japanese/Australian Consultations on Political Matters. _
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this might be pursyed initially partly through the exchange of scholars and

professors.1?

Mclntyre was positive, saying that ‘there would be general support in the Australian
Government for Miki’s concept, which might serve as a stimulus towards a greater
sense of solidarity and understanding between countries in the ASPAC region’. Yet
except for confirmation that Miki was not considering the establishment of any new
organisation, Australia referred to Miki or his policy merely as a matter of form and
focused instead on established institutions.?® Australia withheld its reaction towards
Miki’s proposal, probably because the policy had been launched just one .month

earlier and Japan itself had yet to endorse it.

Australia’s uncertainty about Miki’s policy was noted during the Miki-Hasluck
meetings. The Department of External Affairs had submitted a report to Hasluck
about Japan to brief him and it stated: “Mr Miki, in following Mr Shiina, who enjoys
within Japan a reputation for his promotion of Asian regional cooperation, is
reportedly eager to leave his own mark on Japan’s foreign policy and is accbrdingiy

stressing the concept of regional cooperation.’2!

Hasluck himself expressed a similar view in a letter to Prime Minister Holt after his
talks with Miki in which he referred to Miki’s policy. Hasluck, after listening to

Miki’s explanation of Asia Pacific policy, wrote:

These opening remarks seemed to me to be an echo of speeches he has made
for political consumption and I thought there was more oratory than hard
thinking in what he said particularly as he concluded by stressing that he did
not have in his mind a pattern of any particular form of organisation ... (but)
he left me with the impression that he might be feeling his way towards some
new regional proposals that might have political value for him inside Japan 22

With such an assessment of Miki’s Asia Pacific policy, Hasluck suggested Australia

should not ‘proceed with any discussion of possible Australian participation at ... or

19 44, Japanese/Australian Consultations on Political Matters.
20 AA, Japanese/Australian Consultations on Political Matters.

21 AA, “Visit to Japan’, from Booker, First Assistant Secretary, Division II, to the Minister, 23 March
1967.

22 44, Cablegram from Hasluck to Holt, 1 April 1967.
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contribution to ... his (plan for an) agricultural fund.’2® Hasluck was not impressed by

Miki, and this appeared to influence Australian government’s reservations about

Miki’s Asia Pacific policy.?*

Hasluck was not necessarily wrong in noting Miki’s political ambition behind his Asia
Pacific policy initiatives, although one should realise that these two meetings were the
first opportunities for the two countries to discuss policy seriously at. an official and
ministerial level. Australia had to develop confidence in its policy consultations with
Japan. As Prime Minister Holt stated: ‘we are still only at the beginning of what we
confidently believe to be expanding association in trade and matters of mutual
concern.’?’ Waller, former Secretary 6f the Department of External Affairs (1990:
45), also recalled that Australia treated Japan ‘in much the same way ... as [it] treated

the Philippines or Malaysia’ until the very beginning of the 1970s.26

Miki’s Asia Pacific policy failed to gain Australia’s full cooperation, but it contributed
to the building of mutual trust between the two countries.?’ It also helped establish
the foundation for both governments to have a policy-oriented diaiogue at the official
and ministerial levels and helped both countries find common interests in Pacific
eéonomic cooperation. Moreover, Miki’s Asia Pacific policy led to the formation of
the first PAFTAD meeting in Januai‘y 1968, and Australians made a contribution to

its establishment, as reviewed in Chapter 6.

23 44, Cablegram from Hasluck to Holt. The Agricultural Development Fund was regarded as a part of
the Asia Pacific policy to help poverty in Asia.

24 As discussed in Chapter 4, by contrast, Whitlam was ‘impressed’ by Miki’s idea when he met with
Miki as Leader of Opposition in Tokyo in January 1968.

25 CNIA, January 1967: 33. This view was shared by the Australian (14 February 1967) which said that
‘in terms of politics, tourism, sport and culture, we hardly know each other ... We must start talking to,
as well as trading with, each other.” : -
26 The 1993 report on Japan’s defence policy tabled by the Senate Standing Committee on Foreign
Affairs, Defence and Trade (2) also stated that the relationship between both countries ‘in the 1960s and
early 1970s was almost exclusively confined to the area of trade with little or no interaction in academic,
social, scientific, cultural and other fields’.

27 Although the Australian government was not very enthusiastic about Miki’s policy, the media
welcomed the initiative. The Sydney Morning Herald (1 April 1967) wrote of Australia’s vital interest
‘in the organisation of new schemes of international cooperation to replace British and American
responsibilities’ and commented: ‘We should support the initiative in our own interest and in the
interest of Asian prosperity and stability.’ '
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Australia’s expectations of a greater political role for Japan in Asia and the Pacific

Australia’s reservations about Japan’s regional policy, seen in its reaction to Miki’s
Asia Pacific policy, gradually changed with the hope of nurturing a partnership with
Japan, especially after it observed the possible withdrawal of the United States and
Britain from the Asia Pacific region in the late 1960s. As mentiohed in Chapter 4,
Britain’s decision to withdraw its forces from East of Suez and the Nixon Doctrine
compelled Australia ‘to reassess and reformulate its overall foreign policy and from
this emerged a new approach to Japan’ (Akaneya 1986: 22). At that time, Australian
political leaders started making statements in the late 1960s acknowledging Japan as a
political power and expecting it to contribute to the regional stability.?® In September
1969, Foreign Minister Freeth stated his expectation of Japan’s role in the‘region: ‘I
would hope that the time will come when J apan could play a greater part in stabilising
the region in a way which would make effective use of undoub‘ged Japanese strength
without appearing to present a danger to any of the countries in the region.’?® This
view was reinforced in Parliament in March 1970 by his successor as Foreign
Minister, McMahon, who addressed the importance of Japan’s commitment to the

region:

. In time, Japan’s influence must inevitably extend beyond the commercial and
“economic sphere ... Japan can make a decisive contribution to the security of
the [Asia Pacific)] area by promoting industrial and commercial growth ... As
a country of global stature her advice and counsel will be increasingly
weighty in regional affairs. For Australia’s part we welcome and will do our
best to encourage her participation in the consultations that are becoming
increasingly important in the political life of the region. (CPD, 19 March
1970: 677-78)

After McMahon’s statement, Prime Minister John Gorton visited J apan in May 1970
where he and Prime Minister Sato agreed to extend coordinated efforts to provide
capital, equipfnent and skills for modernising states in the Asia Pacific. This was ‘the
" most elaborate cooperative understanding ever concluded between the two countries,

and it was effected at the highest political level’ (Albinski 1970: 306).

Prime Minister McMahon followed the trend in June 1971 in his address on

Australia’s policy approaches to Japan. The salient feature of this speech was his

28 1t is also true that these sorts of statements were made after pressure by the Nixon Administration to
forge a close relationship with Japan, so that it could reduce its commitment to the Asia Pacific region.
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declaration that ‘I believe that together we can do a lot to help stability and economic
pregress in the Asian and Pacific region’ (Camilleri 1973: 61). In this speech, he
emphasised both countries’ participation in regional multilateral groupings such as
ECAFE, ASPAC, ADB and the Colombo Plan. This may be one of the first concrete
statements by an Australian Prime Minister indicating interest in forging a partnership
with Japan for the sake of the Asia Pacific region. Since then, both countries have
consistently acknowledged the region as the focus for their partnership. This
apptoach was reinforced under the Whitlam administration, which pursued a more
autonomous foreign policy in terms of Strengthening ties with Asia. The Fraser and
Ohira governments ﬁnally realised a decade-long wish for mutual cooperation in the

region in the form of PECC.

While Australia was encouraging Japan’s active role in the region, it was seeking
information about Japan to improve relations with it via the bilateral institutions. The
Ministerial Committee which was established on 12-13 October 1972 became the
main forum for consultative meetings at the highest level between the two
countries.3 A Standing Inter-Departmental Committee on Japan on which eight
departments were represented was established in 1970 to ‘review how policy towards
Jepan nnght be coordinated and to examine and report on the policy implications of
the nine objectives’ as well as to advise the Ministerial Committee (Sissons 1980:
233). In addition, the newly established Senate Standing Committee on Foreign
Affairs and Defence began hearings on Japan in November 1971 and published a
substantial report in 1973. The Japan hearings were the Committee’s first hearings; an
Australian parliamentary committee had been required to investigate and report on a
foreign country.3! In addition, the Australian Government contributed $60,000 to a
three-year joint study of Australia-Japan economic relations, set up in March 1972.

This study produced the Crawford—Okita Report in which the need for OPTAD was

29 Quoted in Camilleri 1973: 61. Freeth was to be appointed as Ambassador to Japan in 1970.

30 According to the then Ambassador to Australia, Shizuo Saito (1991:116), the idea came through the
. former Minister of International Trade and Industry, Kiichi Miyazawa, in response to McEwen’s hope to
develop the trade agreement into one covering all economic fields. Miyazawa, during his visit to
Australia in April, hearing about McEwen’s idea from Saito, commented that because a treaty or -
agreement was formal it could not necessarily meet the hopes of both sides, but a meeting where
economic ministers could talk on all economic affairs would carry more flexibility. This plan was
officially endorsed in the following month when former Deputy Prime Minister Anthony visited Japan.
31 The inquiry was referred to as ‘valuable in drawing attention to the changes which had occurred
since the end of World War II and in helping to steer the Australia—Japan relationship towards a more
broadly-based one’ (Senate Standing Committee on Foreign Affairs, Defence and Trade 1993: 2).
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discussed.3? The Australian Financial Review (2 November 1970) carried a detailed
and wide-ranging 76-page survey on Japan to help inform the public as part of

Australia’s push to create new bilateral relations with Japan.33

Economic forces also stimulated a proliferation of bilateral institutions in the early
1970s. The fact that Japan replaced the United States as Australia’s major partner for
total export and import trade in 1970-71 encouraged Australia to further its
relaﬁonship with Japan (Bull 1973: 338). While Australia had worried about the loss
of its British market, especially after Britain sought to join the EEC in the mid-1960s,
Japan had become Australia’s largest market. Australia had already substantially
redirected its trade by 1973 when Britain officially joined the EEC. In the early
1970s, as Broinowski (1983: 195) wrote, ‘the consensus rapidly grew in Australia ...
that Japan ... [had] replaced Europe and America as the most important trade partner
and that Australia had a high stake in a stable and prosperous Japan’.34 The driving
force behind the growth of bilateral trade was the two ~ countries’ trade
complementarity, based on their different resource structures: Australia éxported
natural resources and agricultural products and imported manufactured products, and
Japan mirrored this pattern. Trade complementarity 'contn'buted‘ to economic growth
in both countries, especially in the 1960s and 1970s, with both benefiting from the

“other’s comparaﬁve advantages, thus strengthening good bilateral relations.3s

As Bull (1‘973: 341) stressed, Australian’s willingness to create a special relationship
with Japan during the early 1970s ‘was marked by the absence of any serious points
of friction, and by the development of cooperation in the | political as well as the

economic fields between the two countries’. Significantly, this deepening relationship

32 The Japanese Government and its private organisations also provided equivalent financial support.
33 The editorial suggested that an older generation’s approach to Japan based on memories of the
Pacific War should be changed; otherwise, Australia would miss ‘the chance to move into a position
where it can exert a creative influence on international trends.’

34 Broinowski, then Executive Director, Japan Secretariat at DFAT, said that although wisdom dictated
that Australia should always look at diversifying its exports, the plain fact was that no other markets
were available singly or in combination to absorb a comparable volume of its exports.

35 Drysdale 1981. For instance, Yoshihiro Inayama, then Chairman of Japan’s largest business
organisation, Keidanren commented in 1983: “The remarkable growth of Japan’s steel production from
13 million tons in 1960 to 120 million tons in 1973 was attributable to Australia’s removal of the ban on
its iron ore exports to Japan in 1960. Fortunately, during that period, Australia had supplied a massive
quantity of coal as fuel. These facts indicate that Australia is a sort of mother to Japan’s steel industry
and is responsible for Japan’s present prosperity’ (Nikon Keizai Shimbun, 8 June 1983).
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with Japan acted as a catalyst for Australia to become more integrated with the Asia

Pacific economies.36

The 1977 NARA Treaty

Japan had hoped to sign a Treaty of Friendship with Australia as it had with major
Western countries, bﬁt Australia under the Coalition did not support this Japanese
ambition. Again, Crawford, who was central to establishing the Australia-Japan
Foundation in 1976 heading a committee which reflected his ideas, was very
influential in reaching agreement on the 1977 NARA Treaty. It was said to be ‘the
first wide-ranging bilateral treaty ... that Australia has concluded in its own right’.
(Dobinson 1978: 111). Millar (1991: 351) writes of the implications of the Treaty for
Australia:

There were ... few practical differences between the formal status in
Australia of Japanese and British subjects or enterprises. For the majority of
Australians, with their predominantly British heritage and strong anti-Asian
pre]udlces this was the culmination of a revolution.

Yet the road to agreement on this "[“reaty was lengthy and complicated. The Standing
Inter-Departmental Committee on Japan (IDCJ) issued a report .in 1972 that was
- lukewarm about the Treaty because it was thought it would be more advantageous to
Japan than to Australia (Sissons 1980: 257). During hearings on Australia-Japan
relations for the Senate Standing Committee on Foreign Affairs and Defence in 1971-
72, officials carefully avoided any discussion about the Treaty, and private witnesses
expressed qualiﬁed interest in the issue; ‘only one person, Sir John Crawford ... came
before the Committee and argued vigorously in favour of a treaty.”>” Crawfdrd (cited
in Rix 1992a: 11-12) believed that ‘with Japan, our whole economic involvement is
50 important that we really must have a fairly wide type of Treaty’ and argued to the

Committee:

36 Prime Minister Paul Keating said: ‘There is no doubt about Japan’s critical importance to the
Australian economy. Japan was the carliest influence on Australia’s reorientation towards Asia ...
Today, Japan is by far Australia’s largest partner, and Australia is Japan’s third-largest source of
imports (Speech at Keio University, Tokyo, 25 May 1995).

37 Sissons 1980: 256. Among all witnesses to the Committee, it was Crawford who furnished by far the

most informative evidence as to broad policy, and the most far-reaching in its conclusions’ (Rix 1992a:
4). : :
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... it'is a fairly typical comment: ‘There is nothing in it for us.” Now I have
never heard such nonsense in my life as to say that there is nothing in a
negotiation over a general treaty with Japan ... I doubt if even the trade
expansion that we want and an understanding on investment policy can be
adequately achieved on an ad hoc basis. I believe we do need some
framework of principles against which to negotiate ... This ‘ad hockery’ is
quite dangerous if a very powerful trading partner is left to believe that we do
not much care what happens. '

Crawford’s view appeared to influence the Committee, which had reservations about
the Treaty but was of the opinion (cited in Rix 1992a: 83) that ‘a treaty framework
could be devised which would confer equal and mutual benefits to both parties’.
Suspicion and opposition to the Treaty still lingered among officials because it was
believed that Australia did not have such a treaty with any other country and that the
agreement might have a negative impact on Australia’s relations with other Asian
countries (Sissons 1980: 257). This indicated that Japan was still to be recognised as

a partner by Australia’s officials.

Whitlam used his power as Prime Minister to end bureaucratic opposition to signing
the Treaty with Japan.' One of the earliest decisions he made after coming to office in
December 1972 was ‘to reverse the attitude of pi'evious Liberal—Countfy Party
vaemments which had consistently rebuffed the Japanese wish to conclude with
Australia ... a treaty of friendship, éommerce and navigation’ (Whitlam 1985: 61).
During his government, the last vestiges of discrimination in immigration policy were
eliminated, thus establishing the foundation to grant Japan equal status in respect of -

immigration matters under the new Treaty.

Whitlam requested the Department of Foreign Affairs to prepare a paper concerning
the desirability of the Treaty, but the outcome was similar to the 1972 IDCJ report
which came down against it. Because of Whitlam’s dissatisfaction, the Department
had the IDCJ prepare another report for him, but it continued to oppose the Treaty.
The bureaucrats’ opposition stemmed partly from lack of unity in the Committee
where ‘participants ... saw their role as speaking for, protecting and promoting their
own departments’ viewpoints, intérests, territory, reputation, procedures and policies’
(Matthews and Reid 1981: 324). Whitlam, receiving the repoﬁ along with another
chapter titled ‘Australia’s Policies Towards Japan’, turned them down with the

admonition:
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I do not want another report from an Inter-Departmental Committee which
will again negotiate compromises and come up with another ‘on the one hand
.. on the other hand’, ‘welcome though not seek’, ‘neither emphasise nor
ignore’ style of report. (cited in Matthews and Reid 1981: 324)

Finally, Whitlam, in response to Crawford’s advice of June 1973, entrusted the task
to an assistant secretary in Foreign Affairs who consulted within and outside the
department to produce a report which recommended that a broad treaty with Japan
be concluded.3® Whitlam then participated at the annual meeting of the Ministerial
Committee in Tokyo, October 1973 and agreed with the terms of the negotiation.
The Treaty was finally signed by Prime Ministers Fraser and Miki in Tokyo, 17 Jum;.
1976, which gave Whitlam (1985 62) ‘great satisfaction’. One implication of the
treaty for Australians was that ‘memories of Japanese conduct during the Second
World War had finally and officially been put to rest’ (Renouf 1986: 159). This was
an important step enabling both countries to conduct joint leadership in Paciﬁc‘

cooperation.

In setting up bilateral institutions in the early 1970s which facilitated interaction
between both nations, Whitlam’s involvement as Prime Minister was extremely
' signiﬁcant.39 Whitlam (1985: 61) had maintained a unjqdely generous view regarding' '
wartime J. apan, noting that ‘whatever may have been the failures of politicians and. the
instructions of the military in pre-war Japan, the Anglo-American world, including
Australia, was largely responsible for goading Japan into war by restricting its access
to markets and resources’. Whitlam therefore did not support his party’s opposition

to the 1957 Commerce Agreement with Japan in the Parliamentary debates.*? These

38 James Vernon (President of the Australia—Japan Business Cooperation Committee), Bob Hawke
(President of ACTU), Crawford and Drysdale (both at the ANU) were among the principals with whom
consultations were held.

39 Whitlam (1981: 93) also took the initiative in establishing the Austraha—Japan Foundation, based on
his belief that: ‘It is barbaric to assume that relations between two such countries as ours should be based
purely and solely on money. I had thus attempted to begin to break down the great barriers of language,
tradition, culture, and distance that separate our people’.

40 Whitlam (1985: 61) thought in retrospect that ‘at that time I was a constant and outspoken
participant in debates on all subjects. Evatt’s amendment was debated over five sitting days and attracted
an exceptionally large number of speakers. There were 23 of my colleagues who supported it and 24 of
McEwen’s colleagues who, often less than enthusiastically, supported his argument.” Although Golding
(1996:192) declares that ‘in parliament there was bitter and unanimous opposition within the Labor
party to the normalisation of relations with Japan’. Whitlam was an exception.
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views underlined his decision, shared by Casey, McEwen and Crawford, to improve

relations with Japan.

Although Australia’s approaches to improving relations with Japan in the early
postwar period were driven by pragmatism in securing Australia’s security and
economic interests, Japan’s economic recovery and return to international society
were helped by Australia’s intentions. This was a basis for Australia and Japan to
further bilateral relations and laid the foundation for cooperation in building the

framework for an Asia Pacific economic community.

This is not to say that Australia—Japan bilateral relations developed without serious
friction; trade disputes over Japan’s beef and sugar imports became tense in the mid-
1970s. Nevertheless, when Prime Ministers Tanaka and Whitlam discussed the issue
when they met in Canberra in November 1974, they did not show hostility towards
_ each other*! and thé disputes that occurred when Japan broke its trade promise to
buy Australian beef and sugar did not have a destructive effect on trade in other
sectors. Bilateral trade disputes were thereafter handled primarily by relevant
' bureaucra_fs and fninisters as well as business leaders.#? In this context, the long-
standing Australia’s balance of trade with Japan“3 may have contributed to a lessening

of the political acrimony in trade disputes between Japan and Australia.

Improved bilateral relations led Japan to regard Australia in a more positive light.
While Japan’s share in Australia’s overall trade has been substantial (26.4 per cent of
exports and 20.3 per cent of 'imports in 1989), Australia’s share in Japan’s trade has

not been so large (2.8 per cent in exports and 5.5 per cent of imports in 1989).44

41 Nihon Keizai Shimbun, 6 November 1974. It is true that the two leaders scarcely discussed regional
cooperation despite the fact that both had their own ideas on institutions of regional cooperation. This
was because Australia first hoped to solve Japan’s beef import restrictions and Japan, which was still
suffering from the effects of the 1973 Oil Shock, wanted Australia’s assurance regarding a stable supply
of natural resources. This example supports the fact that the foundation for Australia—Japan’s joint -
leadership was marked by few serious bilateral disputes.

42 Goto 1986: 128-29. An exception was when Prime Minister Fraser telegraphed a warning to Prime
Minister Fukuda on 28 September 1977 that the beef dispute was harming the countries’ overall bilateral
relationship (4sahi Shimbun, 25-28 September 1977).

43 Australia’s trade surpluses with Japan were US$ 2.2 billion (1975), USS$ 3. 2 billion (1980) and US$
1.5 billion (1985).

44 Figures cited in Mori 1991: 61 and Keating 1995. In 1965, Australia was the second largest supplier
of Japan’s imports after the United States, but in 1976, it became the third after the United States and
Saudi Arabia and the fifth in 1980 (Nagasaka 1981: 238).
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Nevertheless, the fact that Japanese leaders often expressed ‘tAheir gratitude to
Australia’s contribution to sustaining Japan’s high economic growth was a token of
Japan’s high regard for Australia, stemming from the fact that Australia has been
Japan’s largest single supplier of energy and mineral products. When Prime Minister
Bob Hawke visited Japan in January—February 1984, the five major Japanese papers
(Yomiuri, Sankei, Asahi, Mainichi and Nikkei)* gave substantial coverage to the
visit. Significantly, the first three papers ran editorials expressing the hope that both
countries would forge a partnership in the Asia Pacific region on the bvasisb of
established friendship. The kind of mutual trust that has developed over the last four
decades was a foundation on which both countries worked to build regional

economic institutions.
First element: common interests in Asia Pacific regionalism

The first element of Australian and Japanese leadership in Asia Pacific cooperation is
common interests in the Asia Pacific region, especially in relation to régional
economic cooperation. Without these shared interests, any joint initiative would have
foundered. As highlighted in Chapter 3, Japan began to assist economic development
in Southeast Asia by encouraging regional economic cooperation, seeing this as a
Way of establishing its leadership credentials while its vecor-lomy was growing and
feeling dbﬁged'to make an international contribution. Australia, on the other hand,
initially strove to develop a politically stable region. It took the initiative in
establishing the Colombo Plan in 1950 with the hope that aid for development would
contribute to security. Australia saw the region’s economic growth and political
stability as eventually creating a neighbouring market for its exports and came to the
view that a regional economic institution would assist the trend. These differences in 
approach were driven by the nature of the two countries and their positions in the
“postwar world. Both countries also sought to address the North—South problem in
the region as Whitlam (1979a) noted, referring to the idea that ‘in our roles as
advanced industrialised countries, we have the responsibility to ensure a more
equitable distribution of the region’s affluence’. Both countries came to feel that

-regional economic institutions would contribute to this aim. The earliest declaration

45 See Yomiuri Shimbun, 30 January 1984, Sankei Shimbun, 3 February 1984, Asahi Shinibun, 1
February 1984, Nihon Keizai Shimbun, 1 February 1984 and Mainichi Shimbun, 27 January 1984.
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of these shared interests in the Asia Pacific region was voiced during Ikeda’s visit to
Australia when both countries suggested making a concerted effort towards regional
economic stability, although neither country took any specific action at that time. The
Communique reported that leaders ‘discussed ways in which Australia and Japén
might, through the Colombo Plan and in other ways, cooperate in furthering

€COonomic development' in Southeast Asia’ (cited in Greenwood 1968: 120).

Awareness of growing intra-regional interdependence

An influential factor encouraging both countries to push for the establishment of a
regional economic institution was increasing regional economic interdependence. In
his first article discussing the PAFTA concept in 1965, Kojima noted both countries’
increasing trade connections in the region*® as well as their interest in free trade
principles. By the 1980s, following strong economic growth in the East Asian
countries, economic interdependence in the region was much more apparent. After
taking the initiative in forming PECC, Crawford (1982a: 26) wrote that ‘both Japan
and Aﬁstralia have to forge and support constructive relations with all our partners in
the Pacific ... we cannot escape our interdependence; but to obtain the full advantage
of it we need to collaborate with others’. As pointed ouf in subsequent chapters,
leaders in both countries were aware of greater intra-regional econorhic ,‘
interdependence, on the basis of which they committed themselves to the
establishment of regional economic institutions. Both countries hoped to maintain and
strengthen a GATT-based multilateral free trade system, as reflected in their
dependence on global trade for prosperity, and regional economic cooperation was
seen as a means of strengthening the free trade system. This was a major motivation

in the APEC initiative.

Isolation factor |

Australia and Japan differ in terms of territorial size, population, economic structure,
history and ethnic composition, but their mutual interest in establishing a regional
economic institution was partly based on the fact that both countries share similar
values and systems which predispose them towar&s certain common policies.

Japanese leaders have been aware of this point in stressing the value of the

46 Kojima 1990: 8. One-third of both countries’ exports went to the Asia Pacific region in the early
1960s.
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partnership.#” Kazuo Ogura (1992: 11), a senior diplomat, advocated a partnership
with Australia for Asia Pacific integration and attributed the foundation of the
partnership to shared values. He wrote that ‘the true impetus behind all regional
integration is a tight partnership’, and asked ‘could [Japan and Australia] not promote
specific forms of cooperation in specific fields with ... regional grouping ideas in
mind?’ In discussing the basis of the Australia—Japan partnership, Ogura (1992: 11)
emphasised the similarities between both countries: ‘Japan and Australia possess
common values of democracy and freedom, they both support, in general, market
principles and free trade, they have a very deep relationship based on economic
interdependence, and they possess common interests in security and political aspects.’
An important ingredient shared by both countries in regional institution-building is
self-identification as part of the Asia Pacific region. Japan is aware of its status as the
leading industrialised nation in Asia and as the Asian representative in G7 Summit
meetings. Australia is conscious that it is the only nation in the region that has close
historical, cultural and political links with Europe and the United States and that it
knows Asia better than any other community from the European tradition (Garnaut
1989: 3). By the late 19605, this notion was commonplace among Australian leaders.
After asking ‘does Australia regard itself as the “last femaining outpost of Western
poWer” or do we see ourselves as being very much in the same boat as all our Asian
neighbours?’, the Australian Financial Review (14 February 1967) answered the |
question by quoting then Prime Minister Holt, who said ‘his vision of Australia [was]
~ as [a] “bridge” between the West and Asia. 48 Japanese foreign pdlicy leaders have

also thought of Japan as having a bridging role in the Asia Pacific region.4

47 Prime Minister Nakasone (1985) in his speech in Canberra also emphasised the similarities of both
countries as peaceful nations with the basic values of freedom and democracy. Nakasone regarded these
shared values as the foundations of the Japan—Australia partnership.

48 In 1964 the Minister for External Affairs, Garfield Barwick, characterised Australia’s position in
international society as follows: ‘Australia is a middle power in more senses than one ... [I]t has
common interests with both the advanced and the under-developed countries: it stands in point of
realised wealth between the haves and the have-nots. It is at the one time a granary and a highly
industrialised country. It has a European background and is set in intimate geographical propinquity to
Asia. This ambivalence ... poses continuing problems in identifying peculiarly Australian objectives and
in finding balance in the policies devised to attain them’ (CPD, H. of R., 11 March 1964: 484).

49 Hasluck expressed a similar view that ‘we in Australia are in a position to be a bridge between the
non-Asian and the Asian’ (CNI4 1966: 234). Interestingly, as argued in this thesis, Hasluck’s
counterpart, Foreign Minister Miki, referred to the bridging role between Asia and the Pacific in
proposing his Asia Pacific policy. The bridging role was also mentioned when Japan attended the first
Asia Europe Meeting (ASEM) in March 1996.
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Yet this awareness can make both feel isolated in their diplomatic mission in Asia and
the Pacific. Japanese leaders’ emphasis on the shared values with Australia represents
to some extent their feeling of isolation in international society, symbolised in a
Japanese minister’s statement that ‘Japan doesn’t have many friends and Australia is
one of them’ (4Age, 30 January 1989). Watanabe (1996: 11) calls this the Lilliputian
syndrome ‘never feeling quite at home placed among the alien Gullivers’, and

elaborates as follows:

The Japanese always feel that, after all their efforts, they have never been
fully accepted by the ‘civilised” world of the West, while consciousness of
guilt prevents them from throwing themselves in the bosom of the Asian
family. Likewise, in the midst of a massive Asia, the Australians feel that
there exists ‘seeming nearness yet -infinite distance between souls and
between lives that touch each other’, while, placed in the great civilisation of
the west, they can only hope to be a provincial part of it.

This ‘Lilliputian syndrome’ common to both countries, has drawn the two countries
together. Japan welcomes Australia’s increasing keenness to engage with Asia, which
makes it easier for Japan to find common interests in the region and to promote the
partnership. Okumura, a MITI official, also recalled that when Australia became more
- integrated with Asia, he éxpected Australia to be supportive of MITI in promoting
‘the APEC idea.* | o

, The ‘isolation’ factor was also a backdrop to initiating regional economic institutions.
Drysdale (1978: 3) comments thét ‘in their subsequent reactions to the changing
international environment both countries moved towards closer ‘involv_ement with
each other’. The upsurge of debate about regional cooperation in Japan in the late
1960s was related to a fear that Japan might become isolated: the EEC was becoming
more entreﬁched, leading to closed markets; America was also exploring the
possibility of forming the Atlantic free trade area, and Latin America was attempting
to promote regionalism. Furthermore, the decision to form the European Union and
the establishment of a free trade arrangement between the United States and Canada
in the late 1980s partly contributed to Australia’s sense of isolation and caused it to
look towards the establishment of APEC, as seen in Chapter 8. The fact that Europe

had adopted inward-looking policies like the Common Agricultural Policy might have

30 Personal interview, 25 January 1996, Tokyo.
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caused Japan and Australia to feel isolated from the major powers.’! Hence, ‘it is not
at all surprising that these two countries have become the most active advocates’ of

Pacific cooperation ideas (Soesastro 1982: 19).

The isolation factor also contributed to both keeping their commitment to building
regional economic institutions.’? Since regional institutions can act as an umbrella for
common national interests, participation within them can be helpful ‘in reducing
isolation. Australia’s middle power diplomacy for coalition-building with like-minded
countries has worked in this sense. Japan launched the Pacific Basin Cooperation
Concept partly to fulﬁi its comprehensive security concept, the essence of which was
to ‘stabilise the regional systems by strengthening cooperative ties with friendly states
which share common or similar values and ideals’ (Sogo Anzenhosho Kenkyu Gurupu
1980: 23-34). According to Prime Minister Ohira’s secretary, Shinji Fukukawa,
Ohira was influenced by his good friend German Chancellor, Helmut Schmidt, who
. often said that J. apah did not have a real friend. Ohira thus regarded his Pacific Basin
Cooperation Concept as a means of creating new foreign partnerships.>3 It is plausible
that Australia’s commitment to launch the APEC initiative also had the effect of

’ compensating for exclusion from other forums, such as the G7 and the Quadrilaterals.

While their position straddling East and West makes both countries feel isolated and
provides a similar motive for establishihg regional economic institutions, at the same
time it encourages active diplomacy. Former Ambassador to Australia, Kazutoshi
Hasegawa (1992), observed that Japan and Australia ‘lie at the fringe of East and
West’, and that: ‘we therefore are destined to understand two civilisations and to _
bridge the gap between them’.54 Both can understand the interests of developing

Asian and developed Western countries in the region and can play a bridging role. A

51 Drysdale (1988: 207) also writes that ‘Australia’s response to the damaging effects of the European
Common Agricultural Policy ... was to intensify the development of new markets in Japan, the Pacific
and East Asia. Japan’s response to the emergence of a discriminatory bloc in Western Europe was to

. encourage closer economic relations with its main Pacific trading partners.’
52 Woolcott (1992b), who was closely associated with Australia’s APEC initiative, pointed to the
isolation factor as a reason for Australia’s interest in initiating APEC. ’
33 Personal interview, 15 December 1994, Tokyo. Fukukawa noted that Ohira saw Australia’s power as
sufficient for Japan to promote the Pacific Basin Cooperation Concept. Fukukawa now agrees with this.
34 Hasegawa also observes that ‘Japan, while retaining her Asian traditions, has sought to modernise by
emulating the West. Australia, conversely, while guarding her Western origins, looks for stronger ties
with Asia. Japan, looking to the West, has brought an Asian perspective to the OECD and the Group of
Seven. Australia, growing increasingly multicultural, has established links with her Asian neighbours.”
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senior Indonesian journalist said: ‘Australia’s presence in Asia should be evaluated
highly. It has a unique role as an Asian country of Western origin ... [which] will
promote the development of the region in terms of both culture and civilisation’(cited
in Look Japan, 1997: 53). This is precisely the point of intersection for Asia Pacific

regionalism.

Political commitment and consistent interest in OPTAD

Australia and Japan’s strong interests in building regional economic institutions can
also be judged by their political commitment. As discussed in Chapter 8, after the
Ohira administration, three Japanese Prime Ministers in the 1980s, Suzuki, Nakasone
and Takeshita, were supportive of Asia Pacific regionalism, although their interests in
regionalism were not strong enough for them to contribute to launching a specific

regionalism policy.

After PECC was established, Drysdale (1985: 101) observed Australia’s consistent _
bipartisan approach to Pacific cooperation during the 1970s and 1980s:

It is worth stressing that this Australian vision ... is politically bipartisan. It
is an important part of the world view of former Prime Minister Fraser,
present Opposition Leader Peacock and it is a perspective shared by former
Prime Minister Whitlam and the present Prime Minister Hawke and Foreign
Minister Hayden. ‘

From the Japanese standpoint, Australia’s interest was encouraging and helpful.
Fukukawa, Prime Minister Ohira’s secretary, thought that because of Australia’s
strong research into and interest in Pacific ‘cooperation, | Australia would best
understand and promote the fundamental ideas behind Japan’s Pacific Ba'sinl
Cooperation Concept ahead of any other country.> Okumura (persohal interview)

also regarded Australia’s strong interest as valuable and observed:

Australia is highly regarded for having consistently shown its strong interests

‘in Asia Pacific cooperation and for having exercised leadership ... Australia’s
role in paving the way for Pacific economic cooperation was exceptional and
to my mind this was a major reason that Australia would be the best partner
to realise MITT’s APEC initiative.

33 Personal interview, 15 December 1994, Tokyo.
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The 1980s saw a deepening of Australia and Japan’s political commitment to regional
cooperation, laying the foundation for establishing APEC in 1989, after the
establishment of PECC in 1980.

Their interests in establishing a regional economic institution had been evident in
support for a specific form of regional institution such as Organisation of Pacific
Trade [Aid] and Development (OPTAD), modelled after the OECD, first advocated
by Kojima and Drysdale at the 1968 PAFTAD conference. As shown earlier,
Australia did not think it appropriate to create new formal regional groupings in 1967
when Foreign Minister Miki was considering them, but it started reconsiden'ﬂg the
matter when the 1971 Senate Standing Committee on Foreign Affairs and Defence
(1973: 81) on Japan concluded:

The Committee strongly supports the suggestion for an Organisation for
Pacific Trade, Aid and Development ... The Committee recommends that the
Government officially support the establishment of such an organisation.

The 1976 Crawford—Okita Report, which aimed to ‘explore. together some of the
important international economic policy issues’ facing Japan and Australia
emphasised the overlappmg mterests in regional economic cooperation and concluded
that ‘within an Organisation for Pacific Trade and Development government-to-
government consultatlons and negotiations on a regional level could usefully and
functionally be built upon purposeful attempts to define codes of behaviour and
objectives for foreign investment, aid and technology transfer activities as well as
regular discussion of trade problems and problems deriving from trade instability’
(Crawford and Okita 1976: 138). The two recommendations were based on the
~ concept of OPTAD, a concept reactivated in the late 1970s and in the late 1980s.
Okita, Chairman ef the Os‘aka PECC meeting held in May 1988, advocated the idea
(Nihon Keizai Shimbun, 18 May 1988), and Prime Minister Hawke in. his Seoul
Speech in January 1989 initially regarded a Pacific OECD as a model for his Asia
Pacific organisation, now called APEC. Hawke’s predecessor, Fraser (1984) also
conceived the idea of a Pacific OECD in 1983. Consistent support for the OPTAD
cohcept from the late 1960s to the early 1980s was a symbol of Australia and Japan’s

interests in institutionalising Asia Pacific economic cooperation and is indicative of
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the two countries’ leadership in building an inter-governmental regional economic

institution.

Second element: power complementarity in Asia Pacific diplomacy

The second element of Australia—Japan’s leadership lies in the two countries’
complementary power profiles. One concept of power relates to how power brokers
influence others to realise their goals. Japan’s power stems from the size of its
economy, its GNP (second largest in the world), provision of aid (largest in the
world), and trade and investment flows in the region. Japan’s foreign economic policy
thus has a big impact on other economies in the region. Australia’s poWer on the
other hand lies in its resource base and its diplomacy, which cannot be quantified.
Although Australia’s economic and military power are relatively small, it has taken
advantage of its ‘middle power’ status by taking the initiative on occasion and gaining
credibility amongst other countries. The distinctive features of each country
compensate for the shortcomings of the other and both have played complementary

roles in the formation of regional economic institutions.

Japan 's economic pbwer

Japan’s economic power was instrurhental in attracting followers to an economic
institution which it was keen to establish even if it had no intention of applying its
' economic strength in the bargaining process. Japan’s economic power is such that
followers feel that there are few countries in the region that can provide a comparable
market for regional products and be ‘a source of éid, investment and technology’
(Lee 1990: 932). It is ‘no wonder’, as Stubbs (1992: 658) wrote, that countries in the
Asia Pacific region ‘have come to see Japan, as having the economic resources to
occupy a leadership position’. In addition, the development of intra-regional trade
- centred on Japan can be said to give ‘Asian countries a growing interest in following
a Japanese lead’ (Economist, 11 November 1989). Japan has the ability to influence
regional countries economically to the extent that they may emulate Japan in the hope

of achieving similar economic growth and of increasing their exports to Japan.

However, Japan’s responsibility for the Pacific War and Japan’s dominant economic

presence also created anti-Japanese feeling in various countries. Prime Minister of
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Singapore, Lee Kuan Yew said that ‘Japan’s neighbours have unforgettable memories
of Japan’s militaristic culture which resulted in unnecessary crﬁelty and inhumanity’ .6
Because the Greater East Asian Co-Prosperity Sphere constituted the ideological
prop of the Pacific War, Asians suspected that Japan’s launching of regional
cooperation proposals was an attempt to create another Co-Prosperity Sphere
through which it would again attempt to dominate the region. The Japanese were
aware of this and were cautious in their approaches to regional cooperation and,
more generally, to diplomacy in Southeast Asia. Tsuneo lida, Deputy-Chairman of

Ohira’s Pacific Basin Study Group, comments:

In discussing Prime Minister Ohira’s concept in the late 1970s, we were
often told by Southeast Asians at that time that the concept amounted to the
second Greater East Asian Co-Prosperity Sphere or that there was surely
something like the Co-Prosperity Sphere concealed behind the rationale.
Before the Study Group was convened, there had been a sort of taboo in
Japan on talking about multilateral cooperation in the region.’”

This reluctance still lingered among Japanese leaders in the late 1980s when MITI
started forging a vision of APEC. Shigeo Muragka, then Vice-Minister for

International Affairs recollected:

The reason [ thought Japan should maintain a low profile and that Australia
should take the initiative in organising APEC instead, lay in the belief that
memories of the Co-Prosperity Sphere still pervaded the region and people
would not readily support a Japanese idea which might remind them of the
bad old days. I think the problem of the Co-Prosperity Sphere was deeply
rooted.>8

The statements are representative of misgivings held by Japanese leaders as they
worked to help create PECC and APEC, and illustrate Japan’s hesitancy about
building regional economic institutions. It was desirable for Japan to gain the support
of a country with cfedibility and persuasive diplomacy. Such attributes would act as a
substitute for Japan’s diplomatic shortcomings. That Australia possessed these
diplomatic features was part of the attraction for Japan.in its move to forge a
partnership for institution-building in the Asia Pacific region. O’Neill notes that ‘a

power [like] Australia is unlikely to affect seriously the outcomes of struggles in the

36 Speech presented to the Asahi Shimbun Symposium, Tokyo, 9 May 1991.
57 Personal interview, 26 December 1994, Kyoto.
38 Personal interview, 20 January 1995, Tokyo.
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United States, Europe, the former Soviet Union, China or Japan. What matters is
what these states think of Australia’ (Australian, 24 September 1993). In this sense,
J apan'has‘ regarded Australia as a desirable partner for its regional diplomacy, despite

its relatively small economic and military size.

Australia’s diplomacy as a middle power
Australia’s diplomacy is conditioned by its status as a middle power — a country

whose economic or military size is neither too small nor yet substantial enough to
have a direct and considerable influence on other countries. As former Secretary of
DFAT, Michael Costello (1995: 117) comments, middle powers like Australia realise
that ‘the world will not come to us nor readily accommodate our preferences ...
Acquiring the sort of economic and military dominance that would be necessary to-
aspire to our goals unaided is not an option.” Australians have long been aware of

their country’s middle power status, Greenwood (1963: 91) wrote:

In her approach to Asia, Australia appeared to start with certain advantages
which were likely to stand her in good stead. Her basic lack of power, which
in other contexts was a severe limitation, was in the Asian situation an asset,
- since it meant that there could be no fear or suspicion on the part of Asian
countries that close ties with Australia could imply any threat to political or

economic independence ... She did not posses the handicap of any imperialist
involvement in Asia.>®

Australia can exercise its influence in the international arena through active
diplomacy, because it is unlikely to succeed by imposing its will on other countries
with limited material resources. Active diplomacy by a middle power involves

initiative:

.. the initiatives involve the middle power making a concerted effort to think
through an international problem; generating a plan of action, often based on
technical expertise; gathering support for ideas from as many like-minded
states as possible; and then presenting the great powers with-a suggested set
of solutions, or with a process that might lead to a political solution. (Nossal
1993: 214)

3% The Australian Financial Review (14 February 1967) described Australia’s diplomacy: ‘Australia has
relatively little to offer its neighbours in terms of military power or economic aid. It can, however, offer
an emotional commitment to regionalism. Given imaginative and astute diplomacy, Australia could

emerge as a spokesman for Southeast Asia internationally and an honest broker within an uncertain and
tumultuous region. .
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Another strategy Australia employed to achieve its goals in _ifs middle power
diplomacy was to target multilateralism where its diplomatic interests coincided with
others. Foreign Minister Evans (1993) regarded the distinctive characteristic of
Australia’s diplomacy as ‘coalition building with “like-minded” countries’, while
‘concentrating resources in specific areas best able to generate returns worth having,
rather than trying to cover the field’. To focus diplomacy on multilateralism can
‘provide a legitimate entree for smaller states into the affairs of the international
community as a whole, a voice that would otherwise be denied them’, as Evans said.
Thus, it is appropriate for Australia to pursue multilateral solutions to international
problems, to embrace compromise in international disputes and to entertain notions of

‘good international citizenship’ to guide its diplomacy (Higgott ef al. 1993: 19).

Middle power diplomacy was a hallmark of Hawke’s diplomacy. Garnaut (1989: 6)
argued in his 1989 report to Prime Minister Hawke that: ‘as a middle power, we must
rely on persuading other countries, and influential groups within these countries, that
it is in their own interest to move in directions that are consistent with oﬁr own
interests. Hawke (1994: 423) was aware of the coalition-building strategy which
Garnaut promoted,s® pointing to the essence of the middle power diplomacy in the

case of the Cairns Group which had been established with the same objective as
APEC: |

Individually, the countries making up the group would have had virtually no
influence on the [Uruguay] round. Collectively, however, they formed what
has generally been recognised as an extraordinarily persuasive lobby in the
cause of freer trade. ' ’

As a middle power Australia is said to be potentially ‘wiser or more virtuous’ than the
bigger or lesser powers and more ‘tfustworthy’ due to its tendency to resort to
diplomatic influence rather than to force (Higgott et al. 1993: 18). It has ‘manifestly
no territorial ambitions or aggressive intent’ (O’Connor 1995: 95). This traditional

diplomatic approach can be a substitute for power-oriented diplomacy.

60 Hawke (1994: 232) wrote: ‘From 1983 onwards ... with Garnaut’s guidance, we pursued these
objectives ... Right from the outset we began coalition-building among similarly placed countries with
the object of forcing a greater liberalisation of international trade.’
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Power complementarity

Japan does not possess Australia’s attributes of middle power diplomacy nor does it
have the necessary credibility to practice active diplomacy in the region. When Japan
has initiated regional or international agendas commensurate with its economic
power, Australian diplomatic support has been substantial. Okumura (personal
interview) comments that from Tokyo’s standpoint, Australia can play a cushioning
role, which lessens other Asian countries’ suspicion and caution. As for Australia’s
APEC initiative, a Southeast Asian diplomat represented a ‘fairly common regional
sentiment’ by referring to the ‘fresh breeze blowing from the south’ (cited in Hay
1994: 14), but a similar diplomatic initiative put forward by Japan would been

unlikely to invite such acclaim due to its substantial economic presence in the region.

From Australia’s viewpoint, it is advantageous to stand beside Japan in the Asia
Pacific region.. Australia’s share of global trade in the postwar era has dropped; its
position on the list of exporting countries dropped from 12 to 23 between 1978 and
1983, which reflected its declining relative trading position as well as influence in the
Asia Pacific region (Higgott 1992: 128). Reviewing Whitlam’s proposal for a regional
institution discussed in Chapter 4, Millar (1991: 335) observes:

[Australia] just did not carry the political or economic weight, and no amount
of rhetoric, no change of posture, could conceal this fact. Small in
population, wealthy, white, Western-oriented, territorially larger but almost
empty, separated from mainland Asia geographically and psychologically,
Australia was at best an associate member of the Asian group of states,
capable of making a contribution, but incapable of leading.

Partnership with Japan helped Australia overcome this natural weakness when taking
diplomatic initiatives in the region. Australia recognised that Japan’s position in the
international trading system was influential in movirig towards the goal of free trade
as the ‘champion of anti-protectionism’, according to Foreign Minister Hayden
(1987). Given the fact of Australia’s concern about America’s agricultural
protectionism, it is in Australia’s interests to support Japan as a regional as well as

global leader on protectionism, allowing it to ride Japan’s wave and gain a voice.!

61 Watanabe (1992: 142) also referred to this point as an Australian diplomatic strategy in terms of
Australia—Japan relations.

153



Australia’s increasing diplofnatic reliance on Japan has been apparent since the late
1970s. 4Af_"cer resolving the bilateral trade disputes on beef and sugar, Prime Minister
Fraser visited Japan and met his counterpart Fukuda in April 1978. The visit was
describ‘ed as ‘epoch-making’ by the Japanese officials (Nakamura 1978: 18 and
Ouoka 1978: 21) because both leaders focused their talks on international economic
affairs, with little time spent on bilateral issues. These discussions were held before
the US—Japan summit meetings between Carter and Fukuda. Fraser hoped to stress
Australia’s views on international trade through Japan: to liberalise agricultural
markets and resolve the North—South issues. It was said that ‘this tactic of riding the
diplomatic coat-tails of Japan, an economic superpower, [has] taken a new
development’ in Australia-Japan relations (FEER, 9 June 1978). In fact, Japan
supported and made efforts to secure Australia’s participation in the G7 summit, but
after this failed, Japan endeavoured to incorporate Australia’s voicé as well as
ASEAN’s into the G7 summit meetings. Prime Minister Fraser (Australian, 10 April
1996) recalled:

Since Prime Minister Fukuda’s government, Japan has consulted Australia
on matters to be raised at meetings of the Group of Seven leading -
industrialised nations and has always reported back to Australia on the
results of the discussions ... A report would drift in from the United States
several weeks later and from Britain even later.

Australia’s and Japan’s diplomatic roles are unique in‘thé region. Japanesé officials
~ responsible for establishing both PECC and APEC acknowledge that if Japan had
taken the dominant role, it would have been difficult for ASEAN countries to join
these institutions. This was an important factor béhind diplomatic cooperation

- between Japan and Australia.

Woolcdtt, former Secretary of DFAT (1992a), comments that ‘we are in effect
unequal partners in most of our key relationships with Japan ... Australia needs to

make a greater effort to sustain the partnership than Japan ... we have to work a little
 harder to maintain that attention we want in Tokyo.” Yet given the complementary
roles played by both countries in regional economic cooperation, Japan would not
characterise the relationship as unequal. Because Japan is not a middle power, it tends

to envy Australia’s role in middle power diplomacy (Numata 1991). Mutual
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diplomatic dependence was therefore a significant element in joint leadership in

building Asia Pacific regionalism.
Third element: different levels of policy discussion

The third element of Australia and Japan’s joint leadership is the frequency of
political, business and academic exchanges between Japan and Australia. These
éhannels make it much easier for politicians, bureaucrats, academics and business
people to discuss policies on Pacific economic cooperation and to produce ideas on
regional economic cooperation jointly. The variety of exchanges also shows that the
significance of regional economic cooperation is widely acknowledged and supported

by different sectors of the community in both countries.

Business sector

In the business sector, the Australia—Japan Business Cooperation Committee

(AJBCC) in Australia and the Japan—Australia Business Cooperation Committee

(JABCC) in Japan held their first joint annual meeting in 1963.62 Before PBEC was
established in 1967, the annual joint meetings held between 1964 and 1966 set up a

.. small committee on ‘economic cooperation and the formation of the Pacific Basin
Organisation’. Although the regional cooperation agenda was discussed at the annual
PBEC meetings, the annual joint meetings since 1980 included a special session on
the Pacific Economic Community. Japanese business leaders such as Nagano and
Goto exerted their influence on their political leaders to push for regional economic
cooperation, as will be discussed in the next chapter. The active involvement of
Japanese business people in Pacific cooperation throughl PBEC sustained Japan’s
interest in Pacific cooperation from the 1960s to the 1980s, thus laying thé
foundations for the government to assume leadership in creating PECC and APEC. In
Australia, ‘the business leadership is strongly Pacific-oriented in its thinking’
(Drysdale 1985: 101). Prime Minister Hawke also stressed the importance of support
from the business sector. He discussed his APEC initiative with the business

community which ‘welcomed the idea.’®3 Opportunities to discuss regional economic

62 The meeting became a model for similar committees which Japan later established with other
countries (Kamada 1989: iii) and PBEC developed out of this committee.
63 Personal interview, 25 May 1998, Sydney.
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cooperation among Australian and Japanese business leaders, in addition to PBEC,

reflected their special interests.

Government and political level dialogues

Regular political interaction through official meetings started in 196764 with senior
foreign affairs officials at the director-general and deputy secrétary level. The first
official meeting was held in Canberra between 16 and 17 January 1967 and this was
the first time both countries met mainly to discuss regional cooperation rather than
bilateral trade issues. Indeed the first official Australia-Japan meeting was partly
designed to discuss iésues of regional economic cooperation, including Miki’s Asia

Pacific policy.

The Australia—Japan Ministerial Committee, consisting of both countries’ ministers of
foreign affairs, industry or finance, was set up in 1972, a development that Australia
regards as ‘the most important and wide-ranging bilateral forum in which Australia ...
participates’ (AFR, 28 Aqgust 1995). Before that, both foreign ministers could only
talk at the annual meetings of ASPAC or the ADB. Policy talks among ministers had
been limifed and‘ both governments had lacked a vehicle for policy coordination at
rriinisterial level. Japan was the first country with which Australia had a standing
ministerial committee, a reflection of Japan’s importance to Australia: ‘Japan remains

the most significant international associate’ for Australia (Millar 1975: 405).

The importance of this annual meeting was that it provided politicians and
bureaucrats with first-hand information on mutual policies or interests, and enabled
them to formulate a basis for policy cooperation (Minagawa 1983: 21). Rix (1992b:
202) interprets the Committee’s significance from Australia’s viewpoint as its
information function: ‘Australia’s policy has. been on the whole informed, attuned to
Japanesé realities and opinion, and open to discussion with Japan.” Japan currently
does not have any other regular ministerial meetings. The annual Australia-Japan
- Ministerial Committee meetings have been regarded as a symbol of bilateral éloseness |

and, more significantly, as an important means for both countries to coordinate their

64 There was a proposal to establish regular consultation between the Japanese Ministry of Foreign
Affairs and the Australian Department of External Affairs in 1963, but neither showed much interest in
it (Walton 1997: 32).
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policies on regional economic cooperation beyond bilateral issues.65 An example is
the annual 1991 meeting where Japan agreed with Australia on the need to bring the
three Chinas into APEC, a decision which was to be officially endorsed at the APEC
Meeting held in Seoul in November 1991 (Woolcott 1992a).

As Dalrymple (1996: 40), former Australian Ambassador to Japan observes, ‘recent
Japan—Australian ministerial conferences and prime ministerial visits have also been
remarkable for the relaxed and warm tone and atmosphere and the evident desire on
both sides to cooperate’. The relaxed atmosphere was generated by the fact that there
were few political problems between the two countries. Following the resolution of
problems concerning Japan’s beef and sugar imports from Australia in the 1970s,
prime ministerial meetings between the two countries have seldom concerned
themselves with bilateral disputes. Both leaders have focused instead on regional
affairs, as in the meetings between Nakasone and Hawke in 1985 and Takeshita and
Hawke in 1988. |

Academic dialogue ' ‘

The most important forums for academic interaction were | the Australia—Japan
Economic Relations Project headed by Crawford in Australia and its Japanese -
_counterpart, the Japan-Australia Research Committee headed by Okita. Both bodies
were established in 1972. The result of the Project was a report entitled ‘Australia,
Japan and the Western Pacific Economic Relations’, the so-called Crawford-Okita
Report, published in. 1976. Of significance is the Report’s recommendation that both
governments, which bear ‘large responsibilities towards .. the Western Pacific
developing countries with whom their trade, investment, aid and political relations are

closest’, should seek to create a regional economic institution like OPTAD.

" The two forums included experts on the Pacific economy who had worked together
in PAFTAD. The committee members themselves became intellectual conduits for
both gévernments in building regional economic institutions. This group had a

significant impact on their respective governments in establishing PECC. The forums

65 A regional cooperation agenda was actually discussed at the second Meeting held in Tokyo, October
1973 (Asahi Shimbun, 31 October 1973).
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and the work in PARTAD were a prelude for both governments’ commitment to
PECC.

After the Crawford—Okita Report was launched in 1976, the Japanese project
developed with the financial support of about 30 major Japanese companies. The
Committee published Japan—Australia Relations Reports approximately every two
years. It was one of the most important Japanese academic references on Australia,
analysing Australia—Japan relations and the Asia Pacific economy.®¢ The Committee
comprised about 30 members including Saburo Okita, Kiyoshi Kojima, Shigeo
Nagano, Noboru Goto, Shizuo Saito, Ippei Yamazawa, Akio Watanabe and Yujiro
Eguchi. These people were all involved in PECC or PBEC; prominent specialists on
Pacific cooperation joined the Committee. The Australia Project included John
Crawford, Heinz Arndt, Peter Drysdale, Ross Garnaut, Stuart Harris and Ben Smith,
all ANU experts on Asia Pacific economies or regional cooperation. They had been
involved in PAFTAD and PECC in varying degrees. Its studies on Australia—Japan
relations were intricately linked to those on Asia Pacific cooperation, and it could be
anticipated that the Australia—Japan partnership Would be exercised within the _
broader framework of Asia Pacific cooperation partly through the efforts of such

policy-involved academics.

The frequent interaction between Japanese experts on Pacific cooperation and their
Australian counterparts has enhancéd the reputation of Australian academics in Japan.
Academic links contributed to Australia’s being regarded as the best partner for J apan
in launching Asta Pacific regionaliém. Muraoka, then MITI’s Vice-Minister, notes
that Australian studies on regiobnal economic cooperation are more advanced than
other countries, one reason MITI regarded Australia as a favourable partner to
advance the APEC idea.%” Academics in both countries kept up contact and such
cooperation contributed to mutual interest in Pacific cooperation and eventually

governmental activities in creating regional economic institutions.

66 The Committee also published the periodical Nichigo Builetin which ran from 1977 to 1984 and
covered 35 editions. Each issue had articles, conference reports, current news on Pacific cooperation and
on Australia, and was an important source for Japanese business people, academics and bureaucrats.

67 Personal interview, Tokyo, 20 January 1995. This view was shared by Michihiko Kunihiro (personal
interview, 16 January 1996, Tokyo), then Muraoka’s counterpart in the Ministry of Foreign Affairs who
states that ‘it was well recognised in the 1970s that Australian scholars were pivotal in maintaining a
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Conclusion

The forging of strong Australia—Japan bilateral relations after the Pacific War was an
essential prerequisite for joint leadership in building Asia Pacific economic
institutions. Australian leaders such as CaSey, McEwen and Crawford saw sound
trading relations with Japan as in Australia’s vital national interest and took strong
initiatives in pursuit of this aim. A consequence was the 1957 Australia—Japan Trade
Treaty, which not only boosted the bilateral trade but also helped assuage anti-
Japanese feeling in Australia through the development of economic exchanges. The
seeds of policy-oriented exchanges were planted by Japan when foreign minister Miki
approached Australia to promote his Asia Pacific policy in 1967, a trend which
developed in the late 1960s and the early 1970s when Australia encouraged Japan to
play a political role in the region. A significant outcome was the establishment of the |
Ministerial Committee in 1972, representing the highest-level bilateral policy dialogue
between the two countries. Australia’s interest in understanding japan through
bilateral dialogues and‘domestic committees culminated in the signing of the so-called
NARA Treaty in 1977, an initiative strongly promotéd by Prime Minister Whitlam.
The development of bilateral relations during the 1950s and 1970s marked an
important process of confidence-building between the two cbuntries, and it was on
this foundation that Australia and Japan forged their partnership in regional

institution-building.

Shared interests in the Asia Pacific region, power complementarity compensating for
diplomatic shortcomings in each country and a corps of people influential in policy
and able to form transnational networks in the business, political, bureaucratic and
acadenﬁc communities helped the partnership develop. These elements combined to
make the Australia—Japan partnership unique and enabled Australia and Japan to lay
the foundation for coordinating diplomatic manoeuvres in the establishment of
regional economic institutions, as subsequent chapters seek to demonstrate in the

case of PAFTAD, PBEC, PECC and APEC.

small candle-light of momentum in Pacific cooperation and in successfully floating ideas to their
political and business leaders’.
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6 The Phase I: The establishment of PAFTAD and
PBEC

The idea of an Asia Pacific economic community was not the creation of one political
leader, nor did it become part of official policy without a considerable period of
interaction and effort among intellectual and business circles in the region. Indeed, the
intellectual and policy foundations for PECC and ultimately APEC were not laid
primarily at government or political levels, but within a network of personal and
~ business ties. These developed through PAFTAD and PBEC, the regional research
and business forums established in 1968. The principal parﬁcipants in these forums
were private players, although they developed and exercised influence in the
evolution of government policy through the establishment of regional cooperation

arrangements.

Chapter 6 analyses the formation of these two non-governmental regional institutions,
- which constitute Phase I of building an Asia Pacific economic community, by
- applying the institution-building model, introduced in Chapter 2. The crux of the -
analysis is how individual leaders came to conceive the ‘basic ideas’ for PBEC and
PAFTAD by interpreting the international environment anéw, how these ideas were
refined to form policy, and how leaders persuaded potential participants to join these
institutions. As mentioned in Chapter 1, PBEC and PAFTAD’s main functions in the
progress towards an Asia Pacific econorhic community were to promote‘ interaction
among persons interested in regional economic cooperation and to inform
governments of the importance of economic cooperation issues. The chapter explains
why economic cooperation in the Asia Pacific region began with non-governmental
institutions like PBEC and PAFTAD rather than inter-governmental institutions. This
chapter also examines why both institutions were established almost simultaneously

and what were the driving forces behind their development.
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Innovation in the formation of PAFTAD

Chapter 2 identified the first stage of institution-building as innovation, during
which individuals create the basic ideas from which institutions are built — why
they think a regional economic institution may be necessary and how it should
be established. Ideas which provide the intellectual base and rationale for new
institutions emerge in many different ways, but there are always protagonists
who are the driving force behind the creation of new institutional arrangements
and policy directions. The creation of PAFTAD and PBEC was no exception.
The important playefs in the early phase of innovation are the first focus. The
questions that need to be asked are how the ideas on regional economic

cooperation were first conceived and where they came from.

The three key Japanese players in the formation of PAFTAD and early thinking about
regional cooperation were Kiyoshi Kojima, Saburo Okita and Takeo Miki, an
academic, a bureaucrat and a politician, and all significant contributors to discussion
about foreign economic policy in Japan. These three players did not suddenly come to
think abbut the importance of regional economic cooperation in the mid-1960s, but
had been considering Pacific economic cooperation for some time. Their involvement
in the notion of Pacific cooperation had been individual, but Miki’s political push to

define an Asia Pacific policy brought fhem together in the formation of PAFTAD.

Kiyoshi Kojima and his PAFTA idea _

Kiyoshi Kojima, professof of international economics at Hitotsubashi University,
“played a key role not only in introducing the Pacific Free Trade Area (PAFTA)
- concept, which was the central theme of the first PAFTAD conference in 1968, but
also in the diplomacy behind organising the conference. Three factors influenced
Kojima’s thinking about the PAFTA idea: his interest in solving the North-South
problem in Asia; economic developments in the EEC, which worried him because of
their potential to isolate countries in Asia and the Pacific, especially Japan; and th»ev

internationalisation of the Japanese economy.
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Kojima attributes his initial commitment to regional cdoperatibn to his personal
background, his place of birth and his childhood poverty.! Kojima visited several
regional countries and attended international conferences on regional economic
cooperation between 1961 and 19632 where he began to think seriously about Asia’s
underdevelopment. He (1980: 4) recalls that these trips were important to his
understanding of economic conditions in Asian countries and states that:
‘observations during these trips and discussions at international conferences were
windows for my policy studies’. Kojima’s academic work primarily foéused on
international trade theory and Japan’s development in the international economy until
the early 1960s. After his travels in 1961-63, he began to publish articles and books
on Asian economic developmen't.3 The shift in his academic work subsequently led to

his interest in PAFTA.

The development of the EEC was a direct stimulus to the idea of PAFTA. Kojima
wrote his first book on the EEC in 1962 entitled EEC-no keizaigaku [Economics of
the EEC] in which he revealed his ‘enthusiastic interest in this new way of olrganising
regional economics’, and described the growth of the EEC as ‘wonderful’ and ‘a
thing which has to be stared at in wonder’ (Korhonen 1992: 119). Kojima thought the

EEC could be a model for economic development in Asia. Yet his high regard for
| economic development in the EEC also raised the concern that Japan and other
Pacific countrie‘s would be left behind; to Kojima, PAFTA was a response to the

possibility of gfeate_r European integration. Later Kojima (1975: 23 5-3 6) wrote:

Is it not logical that these Pacific Basin countries should promote their
economic integration, following the successful example of the European
Community, in order to develop intensively these developing countries where
there are plenty of resources and unlimited potential compared with an
already well-developed Europe? Why shouldn’t the five advanced Pacific

1 Personal interview, 14 December 1994, Koganei.

2 Kojima participated in a San Francisco Conference in October 1961 where he presented a paper on
the Japanese economy, and a Conference in Karachi in December 1961 — February 1962 where he
presented a paper on Southeast Asian economic structure. This was followed by a study tour to nine
countries in South and Southeast Asia. He undertook another study trip to 11 countries in Central and.
South America in November 1962 — January 1963. He then went to Australia and New Zealand in
March-April 1963 during which his interest in Australia and his connection with ANU began. He
attended the UNCTAD Conference in New York in June —August 1963. ,

3 He edited three books on trade and economies in Asia in 196162, all of which were published in a
series by the Institute of Development Economies. Then, in 1964, Kojima wrote a book entitled Tei-
kaihatsu koku-no boueki [Trade in developing countries].
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countries, the US, Canada, Japan, Australia and New Zealand, prepare for .
the formation of PAFTA?

The possibility of a regional arrangement ih the Atlantic also worried Kojima and he
thought that Japan would suffer most from the further development of the EEC.
Britain’s move to join the EEC would form an even larger European common
market. There was discussion of a ffee trade afea including the United States, Canada
and the EFTA nations, should Britain’s admission to the EEC fail. These plans for
regional unification centred on Western Europe and America. According to Kojima,
Japan, Australia and New Zealand were regarded as marginal; it was merely
envisaged that they could participate as fringe countries of a large free trade area if

they wished. This frustrated him deeply (1967: 13):

Shouldn’t Japan prepare and propose a counter-plan, which is closely linked
with Japan’s interests and in which Japan will play one of the main roles? ...
Our Pacific and Asian free trade area is such a plan and it will make America
turn its eyes more seriously to the Pacific and Asian area.

Kojima (1967: 11) felt that globally-oriented multilateral trade liberalisation was the
best option, and that participation in regional economic integration was a second-best A
policy strategy for Japan. Yet he thought that moves towards regionalism outside

Japan would prevent it from achieving its preferred option.

The third motive behind Kojima’s:‘ PAFTA was linked to his ideas on the
intemationalisatidn of the _Japanesebeconomy. Kojima’s fundamental interest was in
the direction the Japanese econoiny should btake during the early 1960s and this
interest resulted in the PAFTA concept. According to Drysdale and Yamazawa
(1984: 3), Kojima was thinking of this issue while participating in various
international conferences during this period. Kojima’s conclusion was that the best
choice for J apan was the expansion of freer trade with all nations and all areas of the
world because of Japan’s dual trade structure of eXporting its products equally to
advanced and developing nations.b Yet Kojima (1967: 11) 'argued that ‘we are rapidly

approaching a situation where we must seriously study this second choice [PAFTA] .

Kojima also recognised an international obligation for Japan in the PAFTA

~concept:
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Japan needs some kind of new grand idea to inspire the whole nation. I feel
that PAFTA and Japan’s leadership in PAFTA could fill that need. Not only
~would Japan be doing something on the international scene that would be in
its own best interests, as well as in the interests of world-wide trade
liberalisation, but PAFTA would also help domestically to give the Japanese
a new sense of pride in leadership and world recognition. (cited in
Lockheimer 1969: 8-9) '

Kojima believed that PAFTA was a useful means for Japan to realise its interests in

the international economy and international politics.

Takeo Miki and Asia Pacific policy

The PAFTA concept was the focus of the first PAFTAD conference in 1968. The

conference would not have attracted so much attention, either in Japan or world-
wide, and might not have been the success it was, without foreign minister Miki’s
political support. Initially Miki hoped to use PAFTAD to realise his Asia Pacific

policy. His interests in Asia Paciﬁc regionalism were also linked to his concern about

the North—South problem in Asia. In his first ministerial speech in the Diet in March

1967, Miki clearly indicated that the purpose of his Asia Pacific policy was to address
the North-South ‘problem and wealth disparity in Asia. Miki began his speech by

noting that the North—South problem between advanced and developing countries,

aiong with nuclear disarmament, were the world’s most pressing problems. He went

on to state that the attainment of prosperity in Asia Was what Japan, as a member of
Asia, sought most. Miki (Nihon Keizai Shimbun, 14 March 1967) referred to the

Norfh—South problem again at the end of his speech:

I believe that one of the important reasons why conflicts break out in the
world one after another lies in the overwhelming disparity between developed
and developing countries. In the ultimate analysis, this can be traced back to
the question of poverty ... I consider that this is also the greatest source of
instability in Asia ... Japan is deeply aware of its moral responsibility, as the
only advanced industrial nation in Asia, to address itself seriously to this
important North-South problem ... For this purpose, we are determined to
improve the domestic system for the promotion of economic cooperation and
to strengthen activities to promote positively our economic cooperation with
developing countries in Asia.

The North—South problem in Asia was central to Miki’é diplomatic philosophy, not
only in his Asia Pacific policy, but also in his political life.
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Miki, first elected in 1937, had already expressed his interest in the issue immediately
after the war. In December 1948, Miki thought it necessary for Japan to forge close
economic relations with Asian countries for Japan’s economic independence and
Asia’s stability and recovery. He urged Japan to join what he called an Asia
Economic Group, in which an Asian version of the Marshall Plan would be
implemented with financial assistance from the United States (Takenaka 1994: 145).
The basic idea of his Asia Pacific policy — the establishment of a multilateral
institution to help economic development in Asia with financial assistance from the

developed nations — was already evident at that time.

In September 1951, Miki’s concern td reduce Asia’s poverty emerged as a criticism
of diplomacy under the Yoshida Administration. Miki thought Yoshida’s diplomacy
attached too much significance to the United States and Europe and neglected Asian
countries. He told Yoshida that ‘there would be no future in Japan if we were isolated
from Asia ... Japan needs to play a sustaining role in Asia’s economic development.’
Miki’s concern for a solution to the North-South problem in Asia and his belief that
Japan should lead Asia’s economic developmenf continued from the late 1940s for
over a decade. He felt Japan’s diplomacy, which saw the United States and Europe as.
more significant in terms of trade, was at odds with his Asia-centred diplomatic

apprbach.

After the mid-‘l960s, Japan’s economy grew rapidly. Japan began to take initiatives to
promote Asia’s economic development when it hosted the Ministerial Conference for
Southeast Asian Development in Tokyo and developed a strong commitment to the
establishment of the ADB in 1966. In September, Miki (1966), as the Minister for

International Trade and Industry, took up these causes:

The countries bordering on the Pacific are now fully aware of the fact that
they belong to the Pacific region and, as such, are increasingly aware of the
common ties of destiny that bind them ... there has been a growing trend in
Asia, on its initiative and cooperation, to tackle the Asian" problem ... The

4 Takenaka 1994: 149-50. During Question Time in the Diet in January 1954, Miki again criticised
Yoshida’s diplomacy as ‘flawed’ because he thought Yoshida did not recognise that ‘Japan could not
survive if it were separated from Asia’. Miki also said that to improve living standards in Asia meant to
improve them in Japan as well (Takenaka 1994: 156).
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cooperation of the Pacific nations in these encouraging developments in Asia
has come to be most important.

A signiﬁcant feature of this Speech was that it incorporated the same logic that he
came to employ in outlining his Asia Pacific policy, indicating the gradual evolution
of his ideas from the mid-1960s. One can go so far as to claim that the Asia Pacific
policy only became possible after his lbng—held diplomatic belief, namely, that a
solution to the North—South problem in Asia, could be achieved on the basis of
Japan’s high economic growth. Importantly, the changing environment in Asia in
which regional countries felt uncertain about regional stability due to the Vietnam

War led to the acceptance of Japan’s foreign policy initiative.

Taking advantage of these changes at home and abroad, Miki explained why he
thought it appropriate to promote Asia Pacific policy in interviews with major
Japanese papers immediately after he became foreign minister (Tokyo Shimbun,
Yomiuri Shimbun, Nihon Keizai Shimbun, 3 December 1966). Firstly, the attempts of
his predecessor, Etsusaburo Shiina, to foster regional cooperation in Asia had led to
the establishment of the ADB and the Ministerial Conference for Southeast Asian
Development. There was a growing expectation of multilateral cooperation among
Asian countries. Secondly, Asia Pacific countries such as the United States, Canada,
Australia, New Zealand and Japan were also intensifying their efforts to assist Asian
countries. Thirdly, in Miki’s opinion, Japan held two international positidns: one as an
advanced country and the other as an Asian country. Since there were huge economic
gaps between the industrialised and the developing nations in the region, Japan as the
sole industrialised nation in Asia had to act as a bridge between them. Fourthly, Japan
could not undertake this task alone. Cooperation with the other four advanced
* nations in the Pacific was necessary and Miki thought the ‘Asia Pacific’ framework
shoﬁld be pushed to assist this. These four points constituted the basic elements

behind his Asia Pacific policy.

Saburo Okita and his OAEC concept B
Saburo Okita (1993: 93), one of the architects of Japan’s high postwar economic
growth as a senior economic bureaucrat, ‘had a long-standing interest in Asia, dating

back before the war’. Okita was one of the few-Japanese active in the intellectual and
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the practical development of regional economic cooperation.’ Qkita’s experience in
economic cooperation in Asia was unique. After serving as the first Japanese UN staff
member at the ECAFE Secretariat in Bangkok in 1952, Okita (1955), as the head of
the economic cooperation section at the Economic Planning Agency (EPA),
participated in as many as seven Asian conferences associated with ECAFE and the
Colombo Plan in 1955. He became a member of the so-called ‘Three Experts
Committee’ which the executive secretary of ECAFE established to examine and
recommend measures for promoting greater regional economic cooperaﬁon. This
committee proposed an Organisation of Asian Economic Cooperation (OAEC) in
1962, the first substantial proposal for a regional economic institution (Okita 1966b).
Although the OAEC plan was subsequently rejected by ECAFE as premature, his
involvement in the committee helped him to expand his knowledge and expand his

ideas on the Asian economy and regional cooperation.

In 1961 Okita (1961: 90) felt that Japanese interest in Southeést Asia, which had
grown since the mid-1950s, was diminishing and attributed the loss of interest to
Japan’s national habit of jumping into something new, to its diminishing in trade in
the region and its concerns about regional political instability. He thought it would be

difficult to ensure Japan’s prosperity in the long run without economic development
| in neighbouring countries and insisted that Japan shduld undertake economic
cooperation in Southeast Asia more seriously with a view to the long term. Okita
(1955: 27) had already argued that economic development in Asian countries was too
~ sluggish and the development of their purchasing power was too slow in terms of
~Japan’s need to increase exports. Japan’s contribution to development cobperation in

Asia was a means of solving both problems.

His push for Japan to take the initiative in regional cooperation in Asia also stemmed

from recognition of Japan’s responsibility as its economy grew and he wrote:

As the Japanese economy grows, Japan, in common with other advanced
nations, will be expected to assume responsibility for economic development
in developing nations ... I think the day is coming soon when Japan, which so
far has been passive in international affairs, should realise that its own
behaviour affects other nations. (Okita 1962: 80) '

5 Okita made a substantial contribution to the formation of PECC as foreign minister, és seen in
Chapter 7. This chapter focuses on the development of his earlier ideas in the 1950s and the 1960s.
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Apart from awareness of Japan’s growing responsibility as its economy developed,
Okita thought it appropriate for Asian countries to follow the trend of regionalism in
Europe and Latin America. Yet Okita understood that it would be impractical to
apply in Asia the same kind of regional approaches that had been developed in
Europe. Noting that it would be difficult for Asian countries to create a common
market or free trade area in the region, he (1962: 77) argued that more appropriate
measures for economic cooperation might realistically fall short of a common market
in the Asian region. Okita (1966b: 29) proposed the establishment of a group of
international civil servants, similar to the OECD in Europe, to pursue ‘régional’
rather than ‘national’ interésts, the main rationale behind his introduction of the
OAEC plan in 1961. The idea might have derived from his own experience working
as a ‘regional’ public servant as an ECAFE official in the early 1950s.

In short, Kojima, Miki and Okita shared common elements in their interest in regional
economic cooperation, which were the importance of assistance to economic
development in Asia, solutions. to Asia’s North-South problem and Japan’s
responsibility for contributing to this issue. Yet Okita and Kojima had diﬂ'erentv
approaches to-achieving the goal. While Kojima ad§ocated» the creation of a free trade -
area in the Pacific which he thought would be useful for Asia’s developmeht, Okita
preferred a tegionai organisation to foster economic cooperation. It is noteworthy
that Kojima and Okita were COmrhonly influenced by the development of regionalism
in Europe: Kojima by the EEC and Okita by the OECD. In a sense, PAFTAD, as a
regional orgahisation for economic cooperation in Asia, can be regarded as an entity
in which Miki, Kojima and Okita’s stances on regional cooperation were reconciled

‘despite their different origins and backgrounds.
Refinement of ideas for Pacific cooperation

Refinement is the process by which basic ideas on international institutions are
refined, improved and developed to define national interests. PAFTAD became
the vehicle through which the pblicy interests of Miki were refined and adapted,
and the ideas of Kojima and Okita were reshaped and refined to take into

account not only Japan’s, but also broader regional interests.
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Kojihza 's activities

In 1963 Kojima published an article entitled ‘Structures of regional economic
integration in Asia’ in which he divided Asia into three sub-regions and advocated the
creation of a common market in each region to take advantage of potential economies
of scale.® In this paper he set out a free trade area or con{mon market approach to
regional cooperation in Asia. While undertaking research on the North—South issue
and economic integration in the EEC, he developed the PAFTA proposal at a
conference on Economic Cooperation for Trade and Development in the Pacific -
organised by the East-West Centre, Hawaii in February 1964 (Kojima 1984: 102).
Kojima was dissatisfied with discussions at the conference because, despite focusing
on the Pacific, it neglected Pacific trade. This prompted him to deepen his research on

trade in the Pacific (Drysdale and Yamazawa 1984: 5).

Kojima was later involved in a joint research project directed by Bela Balassa in
1964-65 in which he examined the effects of Japan’s trade liberalisation among
industrialised nations. In the course of his research, he realised that the emerging
EEC, which he had thought was such a positive devélopment, would exclude Pacific
bésin countries from the European bloc (Kojima 1984: 101). Ih this joint study,
Kojima adopted a methodology to estimate the effects of tariff reduction, an
approach that was later used to explore the PAFTA concept (Drysdale and
Yamazawa 1984: 5). Kojima first launched the PAFTA cohcept at a Tokyo
conference which was held under the auspices of the Japan Economic Research
Center (JERC) and chaired by Okita in Novembér 1965. Kojirha’s ideas about
PAFTA were conceived through participating in the conference and were stimulated

by changes in the international trade environment.

PAFTA required the abolition of tariffs between Japan, Australia, New Zealand, the
United States and Canada. This would result, Kojima explained, in a substantial
increase in Pacific trade. Kojima also thought of PAFTA as a foundation from which
the five Pacific countries could ;ﬁromote cooperation by increasing exports from the

developing Asian countries. PAFTA ‘married the objective of the liberalisation of
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trade between industrialised nations to the objective of increasing aid to developing
countries’ (PAFTAD Newsletter No. 2, 1986). Kojima believed that support for the

creation of PAFTA would be in Japan’s national interest.

Miki’s efforts

The refinement of Miki’s Asia Pacific policy began with his commissioning the
Ministry of Foreign Affairs (MOFA) to give the Asia Pacific policy substance after he
had announced the basic ideas behind the policy in a newspaper interview
immediately after he became Minister. At a Senior Officials Meeting held on 12
January 1967 which Miki attended, MOFA drafted two plans: one was to develop the
Ministerial Conference of Southeast Asian Development, incorporating the four
Pacific advanced nations, which Japaﬁ had initiated in 1966; the other was to create
PAFTA.” The proposals focused on three interests in Asia Pacific policy: 1) economic
and technical cooperation; 2) institutions for expanding trade and 3) regional security
(Nihon Keizai Shimbun, 27 March 1967). MOFA thought the Ministerial Conference
of Southeast Asian Development and ASPAC belonged to the first and the third
categories. The former was to focus more specifically on economic and technical
cooperation in the region and the latter was intended to provide a forum for broader

discussion of Asian affairs (Nihon Keizai Shimbun, 13 June 1967).

Miki noted that ‘the Asia Pacific region will eventually create a new institution which
the other regions will not be able to emulate; we are now at a stage of laying the
foundation for such an institution’ (Sekai 1967: 188). Miki did not necessarily intend
to create a new governmental institution to implement his Asia Pacific policy, feeling
that it was more realistic to take advantage of the existing institutions. He regarded

ASPAC as a basis for the subsequent establishment of a new institution and thought it

6 See Kojima 1980, Chapter 14. The three sub-regions are the Indian continent (India, Pakistan, Ceylon
and Burma), Southeast Asia (Thailand, Malaysia, Singapore, Indonesia, and the three Indochina
countries) and East Asia (the Philippines, Hong Kong, Taiwan and Korea).

7 MOFA document 1979: 4. MOFA officials had discussed the issue with people from business and
academic circles including Iwasa (President of the Fuji Bank), Mizukami (President of the Mitsui
Corporation) and Aoba (Executive Director of the Japan Economic Research Committee), who were all
associated with PBEC. The Vice-Minister of MOFA, Shimoda, anticipated MOFA’s support for PBEC
at that time. They also held discussions with Kiyoshi Kojima. Nikon Keizai Shimbun, 12 February 1967.
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could become a part of Asia Pacific policy, promoting solidarity among regional

countries.8

Miki also tried to refine the basic conception of his Asia Pacific policy through
consultations with Australia, which he hoped would help promote the policy, as
detailed in Chapter 5. Miki dispatched a MOFA d_elegation headed by Hideo
Kitahara, Director-General of the Europe and Oceania Bureau, to Canberra to hold a
Senior Officials’ Meeting with his Australian counterparts on 16-17 January 1967.
This was to assess the extent to which Australia was willing to cooperate.® Miki
himself arranged a rﬁeeting with the Australian Minister for External Affairs, Paul
Hasluck on 30-31 March 1967 in Tokyo. This was the first time Miki had discussed
his Asia Pacific policy with a foreign leader (Daily Yomiuri, 31 March 1967). As
highlighted in Chapter 5, although Australia did not always react favourably to the ’
establishment of a new formal regional institution, Miki saw that these meetings as an

effective means to promote his policy overseas.

On 22 May 1967, Miki outlined the four key elements of his Asia Pacific policy in a
speech entitled ‘Asia Pacific Diplomacy and Japan’s Economic Cdoperation’ at the

Japan Committee for Economic Development. The four elements were:

1) Enlightenment. The aim was to bring about an awareness amongst
countries in Asia and the Pacific that they shared a mutual destiny and to
bring about a realisation that they were all in the same boat. This was based
on the realisation that the stability and prosperity of Asia needed the
cooperation of the developed countries of the Pacific; without a stable and
prosperous Asia, the developed countries of the Pacific could not ermain
stable and prosperous.

2) Cooperation in Asia. Asian countries had proceeded enthusiastically with
industrialisation after securing independence, but they realised that it would
not be achieved easily or quickly. Accordingly, they slowed down the rate of
development. Japan had to respond to these trends by extendmg its
cooperation and understanding

8 Miki believed that ASPAC should deal with political and security issues and hoped to establish it as a
regular forum for foreign ministers in the region. He said in 1967 that ‘ASPAC gathers foreign
ministers, but it focused on particular matters such as the content of development projects last year. It
seems strange because we are foreign ministers, not experts on development issues. We should discuss
matters like cultural or political issues freely. Even if we cannot reach an agreement, discussion itself is
significant. Asian countries should get to know each other better’ (4sahi Journal, 9 July 1967: 21).

9 Senior officials’ meetings with New Zealand were held on 19-20 January 1967 in Wellington. Before
these meetings, Japan had already held similar meetings with the United States, Britain, West Germany,
France and Italy (Asahi Shimbun, 6 January 1967).
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3) Cooperation among the advanced Pacific countries. This did not mean
setting up a rich man’s club; or establishing a closed bloc. The Pacific
region had its own regional problems, and would reap benefits from
fostering regional cooperation. Japan encouraged research by various
authorities on how these nations might be linked to stimulate trade
liberalisation among the advanced Pacific nations.

4) The North-South problem in the Asia Pacific region. It was essential for
the ‘have’ countries of the Pacific to give assistance to the ‘have not” Asian
countries. This was the most important aspect of the Asia Pacific policy.
Japan intended to make repeated requests to advanced Pacific countries,
which had a deep interest in Asia, to increase their aid to the region. (Nikon
Keizai Shimbun, 25 May 1967) '

Miki particularly stressed the last point as the basis on which he wanted to develop
Japan’s diplomacy in the region, as reflected in the image of Japan’s role as a bridge

linking Asian and Pacific nations.

Miki’s Asia Pacific policy introduced the concépt of ‘Asia Pacific’ to Japanese
diplomacy and Miki himself is regarded as the first Japanese politician who used the
term ‘Asia Pacific’.1¢ Beyond Miki’s idealism, this concept hingéd on the reality that
Japan could not afford to assist Asian developing countries and it had to rely on‘other
developed Pacific countries, as Miki conceded in an interview with the Japanese ,
‘media. Asian countries hoped they would receive more aid and that aid conditions
would be relaxed, allowing them to increase their exports of primary products. Japan
thought it impossible to meet all these conditions (Asahi Shimbun; 22 April 1967).
Ultimately, Mlk1 failed to realise three specific policy goals, which MOFA had set out
in the Asia Pacific policy.!! Yet the establishment of PAFTAD was one successful

outcome of Miki’s Asia Pacific initiative.

Okita’s activities

- Okita’s influence at home and abroad, gained through his experience in economic
cooperation in Asia, was essential to the goal of establishing PAFTAD More
importantly, Okita’s involvement in the abortive OAEC might have been useful in

10 Watanabe 1992: 108. Other Japanese politicians who had advocated economic cooperation in the

" region in the early stages were Ichiro Kono and Morinosuke Kajima. Kono’s idea was that of an ‘Asian
Community’ in 1965 and Kajima promoted an °Asia Pacific Collective Organisation’. Yet these ideas
did not necessarily have an impact on Japanese foreign policy at that time. '

11" ASPAC and the Ministerial Conference of Southeast Asian Development terminated in 1972 and
1975, respectively, at the end of the Vietnam War, and the PAFTA initiative was not realised.
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establishing PAFTAD; which eventually became a research body whose main purpose
was to analyse regional economic cooperation.!? This was what Okita had set out to

achieve.

Okita was not attracted by the free trade area approach favoured in Europe at the
time. He supported a fnechanism for institutional development in Asia which relied on
a process of moving from economic cooperation to economic integration via
economic coordination while developing OAEC rather then plunging directly into a
free trade area (Okita ef al. 1962). Okita (1962:51) thought the central issue of
regional cooperation was trade because trade issues could sidestep ideological
complexities such as those between Japan and China. He thought OAEC’s most
important task was to promote trade in the region and to educate experts from
regional countries. OAEC was premature because it envisaged the inclusion of a
ministerial conference where decisions would be binding on member countries. This
was unacceptable to Asian countries which could not compete industrially with
economic powers like Japan. Okita appeared to conceive the idea of a regional
institution after OAEC and continued to advocate the creation of a regional economic

institution such as OPTAD, as discussed in subsequent chapters.
Selection of ideas for Pacific cooperation

The third stage of the institution-building model is selection, in‘which political leaders
choose the ideas which go through stages of innovation and refinement in forming the
nation’s foreign policy. Miki’s seléction of Kojima and Okita as advisefs and their
ideas for shaping his Asia Paciﬁc‘:' policy were important in the creation of PAFTAD,
although their initial commitment to regional écononﬁc cooperation was made
individually. The importance of Miki’s push for an Asia Pacific policy in relation to
the establishment of PAFTAD was described by Kojima (1967:10):

It is said that at the initiative of the Foreign Minister M1k1, the idea of an
Asia Pacific policy is being carefully studied by the F oreign Ministry and is
about to be put into practice ... The fact that the Foreign Ministry is now

12 For instance, Eales Jr. and Trigg (1985: 8), who were involved in PBEC, referred to the formation of
PAFTAD as defining a research program on a particular theme, discussing research results and their
implications for policy, and publishing research findings.
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studying this idea seriously gives us hope that our idea may see daylight
sooner than anticipated. This is most gratifying, personally...

Okita (1993: 134-35) wrote:

Miki ... invited Kojima and myself to visit him at home. He told us that
although he thought cooperation in the Pacific was very important, he was
not exactly sure what Japan should be doing to help achieve it. He then asked
Kojima and myself to flesh out the basic plan ... After discussing the matter,
Kojima and I decided that we should organise a conference to bring together
economists and other interested people from around the Pacific region.

This illustrates the origins of PAFTAD and imblies that Miki regarded Kojima and
Okita as specialists on regional economic cooperation and as his ad hoc advisers on

the Asia Pacific policy.

Miki’s reliance on Kojima and Okita was evident in the way in which he elaborated -
his policy ideas. Kojima (personal interview) believed that Japan should tackle the
issue in cooperation with other Pacific nations, especially the United States; Miki also
thought the advanced Pacific countries | should cooperate in assisting Asian
development. In June 1967, a senior MOFA official suggested ideas for implemehting :
theb policy for its Asia Paci‘ﬁchmbassadors Meeting which included PAFTA, the
Southeast Asian Revolving Aid Fund, the Pacific I_nvestmeﬁt Bank, and the Pacific
versiori of DAC (Mainichi Shimbun, 25 June 1967). Most of them grew from
Kojima’s ideas, as Miki himself admitted (4sahi Journal, 1967:19).

When Miki clarified Japan’s stance on trade regionalism in his speech at the ANU in
July 1968, his sentiments corresponded with Okita’s:

I .am at times asked whether my scheme implies the creation of an EFTA or
an EEC in the Pacific area. Certainly, as a trading nation, Japan must
obviously work out and examine schemes for trade expansion. But, for the
very reason that Japan is a trading nation, it would be an act of suicide on
our part to create an exclusive and closed trading bloc in the Pacific area.!3

13 Miki 1968. Miki’s regard for Okita is clear from the fact that Okita accompanied Miki on his two
important diplomatic missions: the 1972 visit to China, conducted before Prime Minister Tanaka’s

historic visit to China, and the 1974 visit to the Middle East to increase oil imports during the first Oil
Crisis. .
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In 1962, Okita stated that: ‘most of the products in the region should be bought by
outside countries as the capacity of regional countries, including Japan, to absorb
such products is quite limited; so-called open regionalism is thus necessary (Okita et
al. 1962). Miki adopted Okita’s rationale for openness in regional economic

cooperation. 14

Kojima put forward two objectives for the PAFTA concept; to expand trade among
Pacific countries significantly and to increase aid to Southeast Asia through greater

efficiency and organisation’s operation. He (1967: 13) noted:

The simultaneous realisation of this two-pronged strategy is desirable, but in
view of the practicabilities and difficulties in realising this strategy, an
important choice faced by the Foreign Ministry’s Asia Pacific policy is the
question of which of the two approaches should be given the primary place
and priority.

This statement indicates that Kojima had not yet decided which objectives had
priority. Later Kojima (1980: 171-72) wrote that ‘I must emphasise that the primary
target in my proposal for the establishment of PAFTA is to promote successfully the
- modernisation and economic development of the Asian developing countries’. This
- emphasis on resolving the North-South problem in PAFTA probably attracted Miki -
to the PAFTA idea because of the priority he attached to assisting with economic
develbpmént in Asia. Kojima’ later (1975: 236) expanded the virtues of PAFTA in

terms Miki would have approved:

.. a free trade area in the region could contribute to the transfer of markets in

favour of Asian developing countries and pose a quite promising

improvement in the balance of trade and employment as well as the national

income of these developing countries ... it would be an economical and

effective measure to support the economic development of Asian countries

and to promote trade between advanced Pacific countries and developing

Asian countries ... the liberalisation of trade among advanced Pacific
countries and the transfer of markets in favour of Asian developing countries

would lead to a more optimal allocation of resources and more prosperous

trade in Asia and the Pacific.

14 Miki also referred to the mechanics of institutional development in Asia as economic cooperation,
economic coordination and economic integration (Mainichi Shimbun, 21 May 1967), a conception which
Okita had learned while developing the OAEC concept, as mentioned above.

175



Miki envisaged a gathering of scholars to help give substance to his Asia Pacific
poiicy, and it was natural for him to select Kojima’s PAFTA concept as the focus for
these discussions. Miki provided the support that enabled Kojima to visit the
advanced Pacific countries in April 1967 to investigate the possibility of organising
what became the first PAFTAD conference. Because of Miki’s backing, MOFA
shared half the expenses for the conference with the Asia Foundation of the United
States and invited relevant ambassadors and ministers as it expected the conference to
be a useful source of advice on the Asia Pacific policy (Nikhon Keizai Shimbun, 1
January 1968). Miki’s concept of regional economic cooperation was inspired by, and
based on, the ideas of Kojima and Okita; at the same time, their ideas had not come
to fruition in policy debates and could not have been realised without Miki’s political

representations.
Negotiations, adjustment and demonstration

The last three stages of the institution-building model are adjustment, demonstration
and negotiation. Adjustment occurs when leaders incorporate the interests of others
through negotiations and create a institutional blueprint which describes the purpose '
and structure of the institution. Demonstration means that as a result of adjustment,
leaders offer the blueprint to potential participants. Negotiation involves leaders’
negotiating with potential participaﬁts, explaining plans, gaining participants’

preferences and persuading them to join the institution. !5

Negotiations

At Miki’s instigation, Kojima undertook a study tour to the other four Pacific nations
and Britain in preparation for the first PAFTAD conference in March-April 1967.
MOFA provided financial support. The purpose of this trip was to assess the
possibility of hosting a conference on the PAFTA prdposal,; gauging the amount of
interest among scholars and seeking the possible participants (JERC 1968: 10).
During the trip, Kojima asked Drysdale and Patrick to help plan the conference.ls‘

15 As noted in Chapter 2, the order of three stages is not fixed and depends on the strategies of leaders.
16 Patrick 1996: 192. Drysdale had conducted field research at Hitotsubashi under Kojima in 1964—5 for
his dissertation on Australia—Japan trade from his base at the ANU. Drysdale (1988:9) was then "
‘engaged in the cut and thrust of debate [with Kojima] about the emergence of a Pacific economic
community to counterbalance what was then taking root in Europe’. Patrick stayed at Hitotsubashi
University for a year, overlapping with Drysdale’s period of study there. Patrick met Kojima and realised

176



Kojima knew both these scholars well and they were ideal"young colleagues abroad
for Kojima to rely upon to organise the conference because of their similar interests
and research approaches, and their knowledge of the academic community in

Australia and the United States.l?

Kojima (personal interview) visited Australia first on his 1967 trip, partly because he
had been impressed by his warm welcome from Crawford, then Head of the Research
School of Pacific Studies at the ANU on his first visit to Australia in 1963.‘During
the 1963 visit, Kojima might well have realised that Crawford, who also had an .
interest in Pacific cooperation, would support the idea of a conference on Pacific
economic cooperation issues. As Okita (1987: 123) retrospectively observed:
‘Crawford was a strong supporter of the concept and the cooperé.tive spirit which it
embodies from the very beginning’. Crawford resigned as Secretary of the
Department of Trade in 1960 to become the head of the School and ‘one of the
Australia’s best-known and highly esteemed economists, enjoying the respect of both
sides of politics’.!® A major reason for his departure from the bureaudracy to
academia was Crawford’s hope of working on ‘Australia’s trade relations with Pacific
countries.’!® Crawford’s interest in regional economic cooperation as an academic
was the basis for his commitment to Pacific economic cooperation. Crawford and
-Drysdalezo were the Australian participants at the first PAFTAD, one of the first

Australian steps towards support for a trade-oriented regional economic institution.

Kojima, confident following the strong support he had obtained in Canberra, left for
New Zealand ‘more convinced of the need to gather together a group of trade policy

experts’ (PAFTAD Newsletter, No. 2, March 1986). After meeting Frank Holmes in

they ‘were both interested in the analysis of international trade, and the role of trade in growth and

development’ (Patrick 1996: 184).

- 17 Following Kojima’s role in the 1960s, Drysdale and Patrick were to publish jointly a paper on Asia
Pacific cooperation in 1979 which provided impetus for the surge of interest in Pacific economic

cooperation in North America, as discussed in the next chapter.

18 Foster-and Varghese, 1996: 129. His close political connections were regarded as beneficial to the

ANU, and because of this, the future of the School was said to be assured. '

19° Arndt 1987: 85. A condition of his acceptance of the offer to be the Head of the Research School was

that the School should have a Department to ‘study inter-governmental relations within Asia and the

Pacific’. On the day of his appointment on 21 July 1960, Crawford stated that ‘ Australia must more and

more closely study and develop its relations with its neighbours in South Eastern Asia and the Pacific’
(cited in Arndt 1987: 85).
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New Zealand, he flews to the United States where he held discussions with Patrick
(Yale University) and Harry Johnson (Chicago University) and then Canada where he
met Ted English (Carleton University). Kojima finally went to London where he held
discussions with Crawford who was visiting the United Kingdom at that time. Patrick
(1996: 183) describes Kojima as ‘the founder and creator of PAFTAD’ and called

him an ‘international institution builder’.

Adjustment

Because the participants at the firt PAFTAD conference were professional
economists, it was important for Kojima and Okita to demonstrate the benefits of
participating in the conference. Those who had a scholarly interest in Asia Pacific
economies were willing participants so that adjustment was not a major issue. Kojima
initially thought that one of the purposes of the conference was to help attract the
interest of academics, who tended to pay more attention to Europe or the Atlantic
than to the economies, trade and developments in the Pacific region (JERC 1968: 2).
This was an important aim of the first PAFTAD conference. Patrick (1996: 192)
wrote that the participants ‘turned out not to know a great deal about each other’s
countries, whose perspectives were predominanﬂy global and bilateral, not regional’.
Given the fact that befor