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On December 5th , 1999, we held the third general meeting of our project at Jyosui Kaikan
at Hitotsubashi in Tokyo. The participants in this interdisciplinary project strongly hope to have
the opportunity to exchange their views and research with colleagues from different disciplines.
In order to meet this expectation, at the third general meeting we spent considerable time
discussing the presentations which members of each research section made. As a result
we succeeded in making floor discussion more lively and productive than we had initially
expected.

In the morning session, in the order of presentations, Hosono Toyoki of the Ecology and
Environmental Protection Section, Endo Kaoru of the Information and Social Changes Section,
and Tateiwa Toshikazu of the Economic Changes Section presented their papers and in the
afternoon session Yuasa Shigehiro of the Political Science and Foreign Relations Section, Hirobe
lzumi of the Cultural Encounters and Exchanges Section, and Umemoto Tetsuya of the Security
Issues Section followed them. The topics of presentations ranged from current issues such as Internet Highways and
Assessment of Environmental Policies to the reconsideration of historical consciousness among historians and political
scientists.

After the presentations of each research section, the General Administration and Research Section made a report of two
of its recent activities. The first was the construction of a database of APEC history and the second was the investigation into
current conditions of Pacific and American Studies in Asia-Pacific countries. As for the second, Yui Daisaburo, the project
leader, at first explained the methods of the investigation and Notoji Masako and Endo Yasuo briefly reported on their
research trips to the United States and South East Asian countries, which they made last year respectively.

The meeting ended in the presentation by a guest speaker, Yamazawa Ippei, professor of Economics at Hitotsubashi
University and the current director of the Research Institute of Asian Economy. As a policy adviser for the Japanese
government, Professor Yamazawa has worked with other key persons such as Fred Bergsten for the advancement of trade
liberalization within APEC. Drawing on his experience, Yamazawa suggested that Japan could play a more important role in
building up a world order in the Asia-Pacific region.

In the fall of 2000, In Tokyo, we plan to have an international conference on Pacific and American Studies. The third
general meeting was, we believe, a good first step towards the success of that conference.
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Japan and the United States in APEC
D0000000000000000 0000

Yamazawa Ippei, Professor, Hitotsubashi University,
President, Institute of Development Economies/JETRO

APEC is ten years old and it has become popular this year to review APEC’s achievement
in the past ten years. While reviewing APEC’s progress, a difference in APEC strategy has
emerged between Japan and the United States. | will take up three issues, all related with
liberalization within APEC.

First, liberalization was introduced by an American initiative in 1993. The Eminent Persons
Group chaired by Fred Bergsten first proposed APEC’s liberalization program, which was fully
incorporated in the Bogor Declaration in 1994. However, Japan modified it to a unique modality
of concerted unilateral liberalization in the Osaka Action Agenda in 1995. Although intended to
be implemented within two years, APEC’s liberalization was destined to be a slow process.
Second, the United States pushed forward Early Voluntary Sectoral Liberalization (EVSL) in order
B t0 break through this slow process in 1997-8. Nine sectors were selected and set as a package
“Z deal of nine sectors times three modes (liberalization, facilitation, and Ecotech). But Japan
rejected the package deal and EVSL fell apart; while facilitation and Ecotech were implemented by APEC, liberalization was
sent to WTO and is suspended.

Third, APEC tried hard to prepare for the successful launch of the new millennium round at the WTO ministerial meeting
in Seattle in November. However, there was a major failure in reaching an agreement on setting the agenda. Here too a big
difference between Japan and the United States was witnessed regarding the liberalization of agricultural products. The two
are the two biggest economies in APEC and frequent conflicts between them endanger the integrity of APEC. Without Japan-
US cooperation, APEC cannot play the role of a catalyst in global liberalization. The two countries should stop fighting and
seek for common ground in APEC.
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1,PAFTAD, APEC: The Challenges and Tasks for the 2lst
Century, Summary and Recommendations from the 25th
PAFTAD Conference, Osaka, July 1999

2,Yamazawa, |. & S. Urata, APEC’s Progress in Trade and
Investment Liberalization and Facilitation, presented at
the 25th PAFTAD Conference in Osaka, June 1999

3,Yamazawa, I.* Creating a Catalyst for Global Change,”
Building a Better Future: APEC After 10 Years, MOFAT,
Government of New Zealand, August 1999
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Does China NOT Matter? : A Critical Examination of the
Arguments Concerning Whether China Is a Threat to
International Order
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Political Science and Foreign Relations:Yuasa Shigehiro

In the summer of 1999, Gerald Segal published his essay “Does China Matter?” in Foreign Affairs. Segal argues that
China is consistently overrated as an economy, a world power, and a source of ideas. He insists that China is not a global
rival like the former Soviet Union but just a middle power. China matters less than it and most of the West think, and it is high
time, Segal stresses, the West began treating it accordingly. Since Segal’s argument is highly provocative, many criticize his
analysis. For example, some argue that China is still a menace for East Asian regional security, even though its military
capability is far less than that of the U.S. Others argue that China feels it has gained leverage against a so-called global
standard as a result of its relative economic development in the 1990s. In sum, many stress the unclearness of China’s
intention, which Segal seems to underrate to some extent.

However, Segal’s argument has some merits. The most important one is that he insists that the West should change its
China image, regardless of China’s self-image as a world power. As Avery Goldstein points out, China has changed its self-
image from a weaker country to a world power, because it has developed its economy and military capability remarkably.
Other countries also accept China’s own image and, Goldstein argues, sometimes dismiss the reality of China. Although
Segal’s opinion is controversial, we may have to follow his claim that we should adjust our image of China and see its reality,
because we are used to evaluating China as a potential power.
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Senate Rejection of the Comprehensive Test Ban Treaty

OO00dooaooon
Security Issues:Umemoto Tetsuya

For the first time in about eighty years, the United States Senate last October refused to ratify a multilateral treaty that
seriously impinges on international security.

The Comprehensive Test Ban Treaty, or the CTBT, was submitted to the Senate for advice and consent in September
1997, but the Foreign Relations Committee took no action for two years. At the beginning of October 1999, it was suddenly
agreed that the full Senate would debate the Treaty for a total of 22 hours and subsequently vote on its ratification. Efforts to
delay the vote failed and the CTBT was rejected by a vote of 48 (44 Democrats and 4 Republicans) to 51 (50 Republicans
and 1 Independent) on October 13.

As far as the substance of the CTBT was concerned, the debate in the Senate centered on its verifiability, its impact on
the safety and reliability of the U.S. nuclear weapons, and its contribution to the quest for nuclear nonproliferation. Supporters
of the Treaty emphasized that it was effectively verifiable, that a Stockpile Stewardship program would enable the United
States to retain the safety and reliability of its nuclear arsenal without nuclear testing, and that the ratification of the CTBT
would be essential in preventing the further spread of nuclear weapns. Detractors of the Treaty negated its verifiability, called
the relevance of the Stockpile Stewardship program into question, and argued that the permanent ban on nuclear testing
might encourage nuclear proliferation. Diverging views on the role of nuclear weapons in the post-Cold War strategic
environment cast a long shadow over these disagreements.

Factors that contributed to the disapproval of the CTBT included the following. First, antipathy to President Clinton
among the Republicans was at its height in the wake of his impeachment trial. Second, the isolationist/unilateralist wing had
gained influence within the Republican party since the 1994 mid-term election. Third, the lobbying efforts by the
administration on behalf of the Treaty were neither intense nor skillful. Fourth, certain features of the CTBT made it difficult to
obtain consent to its ratification even in comparison with the Chemical Weapons Convention, which the Senate approved in
1997 after a long and heated controversy. Finally, given the widespread support of the CTBT among American voters, the
approach of the 2000 election prompted the Republicans to reject the Treaty before the end of 1999, while the Democrats
were motivated to use the Republican recalcitrance as a campaign issue.
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U.S. Agricultural Policy and Its Impact for World
Agricultural Market
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Economic Changes:Tateiwa Toshikazu

American Agricultural policy is regulated by the Agricultural Act of 1996 (The Federal Agricultural Improvement and
Reform Act, 1996 ). This new agricultural policy is different from traditional agricultural policy, abolishing production control
and deficit payment to farmers. Price support level of the Commaodity Credit Corporation, furthermore, was decreased.
There are two main reasons for these agricultural policy reforms. One is the budget deficit that forced reform of agricultural
policy. And the second is the SATT agreement. Agricultural policy before the new act needed enormous expenditure. Given
the budget deficit problems, agricultural policy had to be reformed.

The U.S. government explained that these agricultural policy reforms strengthened U.S. agriculture and helped the
stability of the world food condition. The economic condition of American agriculture in the mid-1990s, fortunately, was very
good and agricultural exports from the U.S. expanded, especially exports to Asian countries.

Under these conditions, the new act for American agriculture had some key features. The basic feature of the new act
was the liberalization of government controls. This included the abolition of production control and deficit payments, and the
reduction of price support levels. On the other hand, the new policy had a strong tendency to export U.S. agricultural
products to world markets and set some export subsidies which included oppositional subsidies.

Under the new act, the production of U.S. agriculture expanded and the amount of agricultural products exported
increased. From 1996 to the first half of 1997, U.S. agriculture prospered as it had in the 1970s.

After the fall of 1997, the world agricultural market changed drastically. The reason for this change was the Asian
financial crisis. Before the crisis, Asian counties had imported agricultural products from the U.S. in large amounts.

In this new situation, the volume of agricultural exports from the U.S. decreased drastically. As a consequence, the
volume of stock became huge and the price of products decreased, too. In particular, the prices of grain and feed grain
dropped dramatically. These products were the main products of agricultural export from the U.S.. U.S. agriculture suffered
from this large stock of products and low level of prices.

After 1999, the U.S. government insisted on more liberalization of world agricultural trade and the abolition of the policy of
protective systems of agriculture in other counties. The reason was the same as that of the agricultural reform of 1996 in the U.S..

This current tendency of U.S. agricultural policy and agricultural condition meant that the simple liberalization of policy did
not lead to the solution of world trade problems in agriculture.
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Infomation and Social Changes:Endou Kaoru

As the electronic network grows, its important socio-economic effect will change the modern world system. Especially,
east Asian countries, which had been called “peripheral”, are now growing dynamically.

In this paper, we suggest that it is important to consider now what strategies east Asian countries are developing to
compete with other Asian countries, how they conspire against the network power of the U.S.A. or other nations, how such
strategies interact with each other, how they may influence their domestic social structures, and furthermore, how they may

influence their life cultures.
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0000000000 DO0O0O0DOoOo0n
A historical overview of shifts in the US perception of

O000000oooooad
Cultural Encounters and Exchanges:Hirobe lzumi

This study places the US perception of Japan in the long-term historical context of US-Japan relations over the past 150
years. Viewed over this long time span, the explanatory significance of particular events recedes; rather, it seems more helpful
to understand long-term changes in US perceptions by reference to structural social changes in Japan as well as in the US.
Based on the hypothesis that the US perception of other countries has been shaped by its own values and interests, this
study classifies the US perception of other societies into four categories: good, non-rival; good, rival; bad non-rival; bad rival.
Looking at modern Japanese history from this U.S. perspective, we find that Japan went through many phases, which may
be divided into two major cycles; before 1945, and after 1945. It is interesting to compare two periods, each of roughly thirty
years: 1895-1931 and 1970-1999. In both periods, intensified conflicts of interests led to the rise of a “ Japan as
competitor” image. This was accompanied in each case by an image of Japan as a “ bad” challenger which had to be
brought to heel. In both periods, the Japanese challenge was gradually diffused by a decline in Japanese power that took
place in the wake of altered international circumstances. In the period following 1931, this initial diffusion was eventually
followed by reintensified hostility when the seeds of animosity sown by previous US-Japan conflicts exploded in a disastrous
war. This is not to suggest that the future of US-Japan relations will proceed along a similar path of conflict. However, given
the fundamental continuity of the US view of the world, and given the likelihood that Japanese society will retain its distinctive
characteristics, conflicts will arise. Solutions will require efforts on both sides of the Pacific to overcome parochialism.
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Environmental policies in the United States have had significant impact on those of Japan in such areas as nature
preservation, pollution control and environmental impact assessment. In view of such influence it is useful to understand the
structural characteristics of environmental policy-making in the United States when we design future environmental policies of
Japan. Compared to environmental policies in Japan, which are essentially driven by its prestigious bureaucracy, U.S.
environmental policy-making is characterized by the relative salience of policy experts and politicians.

This analysis focuses on case studies of the pesticide Alar, asbestos in school buildings, indoor radon, and the Marine
Mammal Protection Act. These case studies reveal discrepancies between expert views and policy output driven by public
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opinion and politicians who are sensitive to public opinion. In the case of the pesticide Alar, a media campaign by an
environmental organization forced the manufacturer into withdrawing the product. The cancer risk of Alar is minor according
to cancer experts. Asbestos in school buildings is a case where a large amount of taxpayers’ money was spent to address
cancer risk that cancer experts say is minor. Environmental risk of indoor radon is high according to the Environmental
Protection Agency; however, regulations and funding for indoor radon do not correspond with such risk assessment. This is a
case where a relative lack of public concern has prevented a major initiative on a problem that government experts judge to
be high-risk. Protection of marine mammals has been driven by media campaigns by animal rights organizations since the
enactment of Marine Mammal Protection Act of 1972. The original bill drafted by an animal rights organization was opposed
by major environmental groups such as the National Audubon Society, World Wildlife Fund and Wildlife Management Institute
as well as wildlife scientists and government agencies. A recent controversy with regard to marine mammal protection
involved GATT and WTO. These case studies are illustrative of the structural characteristics of U.S. environmental policies
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1.MARUYAMA, Makoto

(University of Tokyo)

Solidarity as Prerequisite for
the Welfare State System in
the Broad Sense :

This presentation is the
introductory part of the
Japanese panel* The Japanese
Welfare State System in
Transition: Under the Pressure
of Americanization and Market-
Oriented Deregulation.” The
focus will be on the inefficiency
of the deregulation and
privatization of the Japanese
welfare system. I will
demonstrate that the social

cost of the earlier Japanese
welfare policy was cheaper than
that of the privatized one, and
make clear that the cheapness
of the regulated welfare system
depended on the kind of
community relationship which
has existed in traditional
societies. Since the
deregulation has destroyed the
community relationship, the
new Japanese welfare system
must be supported by
community-like structures in
order to make itself sustainable.
| will claim that such structures
will reinforce the reciprocal
relationships among local
people, and their solidarity.

2.SHIBUYA, Hiroshi
(University of Tokyo)
PAX-AMERICANA SYSTEM and
JAPANESE WELFARE STATE :
Under the Pax-Americana
system Japan could save on
military expenditure and apply
the savings to economic
growth. But economic growth
brought drastic change, and
because of labor shifts among
industries and labor migrations
between different areas, some
areas with distressed industries
were left behind the* Affluent
Society.” Generally a mechanism
is needed to equalize
unbalanced growth. In the
Japanese case, although tax
revenue is mainly raised in the
urban and industrialized areas,
public works tend to be
targeted at distressed rural
areas. The government rice-
purchasing price is set higher
than the international market
price, so it actually works as an
agricultural subsidy. Recently
the Japanese Welfare State
reached a turning point.
Workers employed in public
works or those who received
farm assistance, have been
gradually entering the pension
beneficiary rolls. Along with this
social change, the share of
Social Security in the Welfare
State has been increasing and
similar equalization mechanisms
have been set up in Social
Security.

3.HANAZAKI, Masaharu
(Japan Development Bank)
A Vacuum of Governance in the
Japanese Bank Management:
This paper provides an
overview of the bank crisis
Japan has faced since the early
1990s. Undeniably, the current
bank crisis is the aftermath of
the financial over-expansion
that occurred in the late 1980s.
However, this paper focuses on
the issues related to
managerial governance in the
banking sector. We propose a
hypothesis that there has
existed a vacuum of
governance in the Japanese
bank management in the sense
that bank managers have
enjoyed wide latitude. Some
international comparisons as
well as the comparison between
the financial sector and the
manufacturing sectors in Japan
would support the hypothesis.
This hypothesis of the
governance vacuum will explain
why the bank crisis has been so
serious and so protracted.

4IMURA, Shinya
(Chuo University)
Changing Roles of the Public
Sectors in the Housing Finance
Markets: Myth and Reality of
“ Small Government” and their
Results in Japan and the U.S.:
Affordable housing finance
is an essential factor of the
welfare state system in
advanced countries, and
governments have been
intervening in this field with
various routes and tools. But in
the past few decades these
interventions have begun to
shift to indirect and marketized
forms such as credit guarantee
and refinancing, as well as the
privatization of public
corporations, confronting the
enlarged fiscal deficit and
changing policies in order to
avoid* pressures on the
private financial institutions.”
Nevertheless, such indirect and
marketized interventions of the
public sector have not reduced
their presence in the markets,
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nor the costs of the taxpayers.
This paper examines such
paradoxes, through the
consideration of the process
and backgrounds of changing
public sectors’ roles in Japan
and the U.S. housing finance in
the development of financial
liberalization and securitization
since 1970s.

5. TATEIWA, Toshikazu

(Tokyo University of Agriculture)
U.S. Agricultural Policy and
World Market :

The agriculture and
agricultural policy of the U.S.
have a great influence on world
agricultural markets and
agricultural trade. And through
the Agricultural Act of 1996, the
U.S. agricultural policy changed
greatly from the former policy
system. The fundamental
directions of the change are
liberalization, strengthening of
agricultural exports,
environmental and natural
conservation. The change of
u.sS. agricultural policy
corresponds to the WTO
system, and corresponds to the
multilateral character of
agriculture and agricultural
policy. On the other side, the
change of U.S. agricultural
policy, however, has some
significance for world food
conditions and agricultural
trade. In the recent condition of
the world economy, the new
direction means an increase in
the instability of the world food
supply and consumption, and in
the economic conditions of U.S.
farms. The U.S. agriculture,
recently, suffered from a decline
in prices and exports. We find
some evidence of instability in
the recent condition of U.S.
agriculture.

6.YASAKA, Masamitsu
(University of Tokyo)
Change of Japanese
Agriculture Related to U.S.:
Economic growth and
improvement in food
consumption brought about a
dynamic change in agricultural
production and farming. With

the reduction in international
competitiveness of Japanese
agricultural products, in other
words, under the increase in
grain imports from the U.S. to
Japan, rice and fresh
agricultural products, including
some regional products, were
safeguarded as staple products
for Japanese farmers. However,
it appears that the U.S.
agriculture industry is built into
the Japanese food system.
Faced with this situation, the
Japanese agriculture industry
concentrates on products using
very little land. Many
agricultural products are going
to be cultivated in factory-like
facilities. The impact on
Japanese agriculure by the U.S.
can be seen in people’s eating
habits as well as agricultural
production. Especially the
meals eaten in restaurants and
take-out meals, which rely on
imported manufactured food,
have been adapted with more
diversified menus and trained
services in Japan. We can say
the American fast-food system
has changed its style and
developed as one which could
become equivalent to home-
cooked meals. Two of the most
important issues that the
Japanese agriculture industry
will have to deal with are the
reassessment of land-use
agriculture and people’'s eating
habits.

7.ARAMAKI,Kenji
(Nagasaki University)
The Asian Crisis and the
Prescriptions by the
International Monetary Fund :
Asian economies are yet to
recover from the Asian crisis
ignited by the sharp
depreciation of the Thai baht in
July 1997. Most of the affected
economies either have
bottomed out or are bottoming
out this year but we need to
wait for the next year or even
later for those economies to
come back to a high growth
path. In response to the
dramatic collapse of the
currency and the stock markets

in the region due to the abrupt
withdrawal of an enormous
amount of private capital, the
international community swiftly
extended a large amount of
financial assistance. However,
despite such international
support, the crisis engulfed
many neighboring economies
and evolved into a full-fledged
regional economic crisis that is
by far deeper and by far longer
than initially anticipated. This
crisis is said to have originated
not from the traditional type of
currency crisis arising from the
deterioration in the current
account but from a new type of
currency crisis, which some
people call “* a currency crisis
of the 21st century,” arising
from a sudden reversal of
international capital flows.
Against this background, it now
needs to be answered whether
the counter measures adopted
under the leadership of the IMF
correctly responded to such
characteristics of the crisis.
The prescription by the IMF,
centering on structural reform
measures, may not have
sufficiently addressed the true
nature of the crisis, that is, the
volatility of international capital
flows, which may characterize
the globalized financial markets.
In the face of the incessant
globalization of the world
financial markets, the
international community has to
concentrate their efforts to
reform the international
financial system so as to bring
about more stability in the world
financial markets, in general,
and to incorporate both
preventive measures against
the re-emergence of crisis and
effective counter measures
when a crisis re-emerges, in
particular. Meantime, the
developing economies have to
press forward with the
strengthening of their domestic
financial systems and in the
cases where the maturity of the
system is not sufficient they
might well be better off to take
a cautious approach to the full
integration with international
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financial markets via
liberalization of their capital
account.
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