Module 5 Lecture
The Pacific Century
For our final week, and our last stop on our whirlwind tour of modern world history, we end up in the Pacific. Specifically we will be looking at the pillars of economic strength and modernism in Asia: Japan, Korea, Taiwan and Singapore.
Japan
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The economic miracle that describes Japan is based on the enormous growth of the Japanese economy following World War II. It is true that the Japanese economy exploded following the Second World War, but Japan had already been an economic miracle. Japan had successfully avoided the westernism that invaded the rest of the pacific during the years of colonization, and had in fact, thrown out all westerners during the Shogun period, in the mid-17th century. However, the American Commodore Matthew Perry had “re-opened” Japan in 1853, forcing Japan to open its ports to trading and signing “unequal” treaties. Realizing that it must modernize or continue to kowtow to western interests, Japan restored the Emperor (the Meiji Restoration) and embarked on a mission to industrialize and modernize. Thus Japan transformed from 1853, when Japan was still clinging to feudalism and medievalism, to 1919, when, at the Versailles Treaty negotiations, Japan was considered one of the “Great Five Powers”.
The Versailles Treaty gave all of the German Pacific colonies to Japan, making it a colonial power. From there, Japan began a process of expansion throughout Asia, eventually resulting in an alliance with Germany and Italy. Japan’s expansion eventually brought it into direct conflict with the United States, and following its attack on Pearl Harbor an active role in World War II for both the U.S. and Japan.
World War II ended for Japan with the U.S. atomic bombing of Hiroshima and Nagasaki. Japan surrendered unconditionally, but the U.S. allowed Japan to keep the Emperor, who nonetheless had to declare himself not divine.
Postwar and Cold War Japan
The U.S. and Japan began a close relationship as a result of the U.S.’s role in creating modern Japan. As a result of its surrender, Japan was occupied by the Americans following the war. General Douglas MacArthur was in charge of re-creating the Japanese government, society and economy. The main successes of the occupation were the creation of a democratic government, a constitutional “Peace Clause”, a stringent land reform system, and education reform.
This radical reformation was performed very quickly, and the United States ended occupation in 1951 (that is six years – in comparison, the U.S. has occupied Iraq for 4 ½ years, and there is no serious talk of being able to leave for at least another 4 years)! One reason that the U.S. was so quick to move out of Japan was that communism was menacing throughout Asia (Korean, China and Vietnam), and the U.S. wanted a strong U.S. ally in its stand against communism.
The Cold War and specifically the North Korean invasion of South Korea was a boon to Japan’s growth and one element of the economic miracle. Japan’s peace clause meant that Japan could not create a large domestic military. However, when North Korea invaded South Korea, Japanese industries were hired to supply the UN forces. This helped to jump start its economy. Furthermore, in 1952, after the official Peace Treaty was ratified by the U.S. Senate – officially ending World War II and U.S. occupation of Japan – the U.S. and Japan signed the Treaty of Mutual Cooperation, essentially putting Japan under the U.S. nuclear umbrella. The two countries agreed to come to each others’ aid should they be attacked, although Japan was not expected to come to the aid of the U.S., since it was against their constitution to send armed forces abroad.
Japan Today
Junichiro Koizumi
By the end of the 1980s, many Americans were pushing for protectionist tariffs against Japanese goods, afraid that Japan would soon overpower the U.S. economy. That fear was short-lived however, because by the early 1990s, the economic miracle had ground to a halt. A speculative wave, compounded by some unethical and possibly illegal loans and activities by Japanese banks, caused both an economic slowdown and a long term credit crisis.
The economic slowdown had a large effect on the biggest political party, the Liberal Democratic Party. For the first time, it had to put together coalitions in order to maintain power. It also fostered a wave of reform, although success in that area has been quite modest. The recent Prime Minister Junichiro Koizumi was a backer of economic liberalization and some privatization. He also started a controversy by sending Japanese forces to Iraq in support of U.S. President George W. Bush.
The Japanese economy has still not fully recovered from the strife of the 1990s; however, it did not have the dramatic effects that U.S. recessions often have. There was not the same large number of layoffs or employee disaffection that the U.S. often experiences.
Japan’s Economic Miracle

One of the areas that U.S. occupation failed to successfully reform was Japan’s business sector. Japan had modernized quickly using a government sponsored, free market economy. In effect, from 1853 until the end of World War II, the Japanese government helped Japanese private business. This was a very different model from socialism, where the government planned and owned large businesses. The Japanese model was true capitalism but with all of the strength of the government backing you up. If there were laws inhibiting growth of an industry they were changed to help the industry, etc. MacArthur originally wanted these large corporations broken up, but the Japanese resisted. Moreover, the U.S. lost interest in fighting this cause once the Korean War began. On some level the large concentration of Japanese industries was slightly modified. The Zaibatsu (the large industries that controlled the Japanese economy through World War II) became known as the Keiretsu (the slightly larger number of companies that now strongly influence the Japanese economy). The Zaibatsu was made up of a very small number of very large corporations (think of corporations like General Electric which make everything from light bulbs to airplanes to television shows): Mitsubishi (cars, chemicals, atomic energy, Kirin Beer, etc), Mitsui (banking, mining chemicals, Fuji film, and cameras, created Toyota which is now separate), Sumitomo (banking, chemicals, mining, insurance, electronics, glass, Mazda, Asahi beer), and Yasuda (bank). The Zaibatsu, as you can see was all powerful, in contrast, the Keiretsu is not quite as centralized, but the government supports and allies itself with big business. Keiretsu is not just a promotion of big corporations, but also an alliance of corporations who swap ideas, personnel, and share a common vision. A similar type of situation is the airline alliances like the Oneworld Alliance, where regional and national airlines cooperate with other airlines so that passengers can accrue miles or make traveling easier.
Another factor in Japan’s “miracle” was the U.S. The United States provided postwar Japan with aid and technology that allowed new firms to be competitive with US firms much quicker. The U.S. had also committed to low barriers to trade during the GATT agreement and the Breton Woods Conference (1947). The U.S. market was available to Japanese goods as soon as they were available. This was a considerable help to the Japanese since the U.S. consumer market was just beginning to hit its colossal peak.
By 1956, Japan had a per capita GDP equal to its pre-war level! Thus in ten years, Japan had returned from domestic ruin (in addition to the atomic bombs, the U.S. had firebombed almost all its major cities), to pre-war parity.
By the end of the 1950s, Japan was growing at about 10% GDP per year (China is approximately at that level now). By the 1980s, Japan was the second largest economy in the world, behind only the United States!
There are differing viewpoints on why the Japanese economy has been so successful. One viewpoint is that there are cultural differences which help the Japanese. The evidence for this is that there is a great deal of company loyalty, far fewer disgruntled Japanese employees, a much higher savings rate (20% in Japan compared to 7% in the U.S.), and a collectivist attitude as a result of a much more homogenous society.
Another viewpoint argues that Japanese success not cultural but political and economic. This argument emphasizes the positive role that the government plays in encouraging economic growth, the role of the keiretsu, the governmental role in discouraging unions, government subsidized growth and trade. There were definitely instances, especially in the 1970s where the government subsidized growth industries (such as electronics), so that they could sell their goods in the U.S. cheaper than U.S. corporations could. When U.S. corporations went bankrupt, then the Japanese corporations (i.e., Sony) controlled the electronics market.
Autos are another area where the Japanese were helped by both culture and policy. Due to limited space and no natural oil resources, the Japanese car industry specialized in small, fuel-efficient cars. There was practically no interest for these cars in the U.S, until the 1973 oil embargo. Honda, which had been a motorcycle maker, introduced the Civic in 1972. By 1974, there was a niche market for Japanese fuel efficient cars. They turned that niche into a boon, and now Honda Accords are the best selling car in America.
 
Korea
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Korea is located on the border of China (Manchuria province) and across the straits from Japan. It was annexed by Japan in 1910 and held until the end of World War II. As a result of the alliance of the U.S. and the U.S.S.R., Korea was divided following the war, with the U.S. occupying South Korea (south of the 38th parallel), and the Soviet Union occupying North Korea. Because the Soviet Union and the United States couldn’t come up with a joint occupation strategy, Korea, in effect became two countries, with the United States supporting the Republic of Korea and the Soviet Union supporting the Democratic People’s Republic of Korea.
The U.S. had tried to stay out of Asian politics following the Second World War. The U.S. provided some support to Chaing Kai Shek in fighting the communists but did not directly interfere. However, once China became communist, U.S. policy in Asia did a quick turn around.
The Korean War
The two Koreas are very different in their approach to economics, however, the first leader of South Korea, Syngman Rhee became as much of a dictator as the first leader of South Korea, Kim Il Sung. Politically, they both controlled repressive regimes; however, it was Kim Il Sung and his Stalinist economics that initially took the economic lead. Kim’s desire to rule does not end at the 38th parallel, however, and he strongly desired to control all of Korea. He tried to persuade Stalin to authorize an invasion of South Korea. Stalin however, resisted. Stalin may have been an expansionist, but he was a realist when it comes to terms of what he could accomplish. Stalin changed his mind at the end of 1949 because of China’s Communist Party victory, and his own development of the atomic bomb.
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Kim invaded and quickly took over much of South Korea. The North Koreans were better armed, better trained, and the South Koreans were taken by surprise. The U.S. policy of non-intervention was reversed, and the U.S. took the situation to the United Nations. The Soviets (who had veto power on the Security Council) were unwilling to criticize the North Koreans. But the Soviets made a fatal mistake. The Soviet ambassador to the U.N. stormed out of the Security Council meeting in anger. With the Soviets gone, the United States was able to get the U.N. to approve assisting the South Koreans. It was the first armed forces authorized by the U.N. The United States leads the 16 nation coalition to South Korea, where they pushed back North Korean forces.
General Douglas MacArthur was in charge of the war and he did not stop at the 38th parallel. He proceeded to take over all of North Korea. In so doing, however, he ignored warnings from the Chinese that if their own national security was threatened, they would attack. He continued towards the Chinese/North Korean border and did some bombing of Chinese supply posts (they were providing supplies for the North Koreans). This misreading of Chinese intentions was deadly to the U.N. forces.
The Chinese entered the war at the end of October 1950. They were much more numerous than imagined, and managee to push the U.N/Korean forced back south, retaking Seoul. Truman was furious with MacArthur and relieved him of command. Although, MacArthur had the sympathy of the Americans, his successor, Matthew Ridgway, managed to push back forces to the 38th parallel.
From 1951 until the armistice in 1953, the two armies were at a stalemate. They had returned, pretty much to the starting point and neither was able to make any headway. Following the election of Eisenhower and the death of Stalin, the two parties were finally able to begin negotiating an end to the active fighting. There has never been an actual peace treaty signed by either party, so technically the two countries are still at war. In practice, the cease-fire set up a demilitarized zone (DMZ) on either side of the 38th parallel, where North Korean, South Korean and American troops are still stationed.
North Korea and South Korea Today
Kim il Sung, the leader/dictator of North Korea from 1948 until his death in 1994, created a cult of personal leadership that in some ways emulated Stalin, but did not follow Soviet economic planning entirely. He did have a government- planned economy which early on outperformed South Korea. However, those roles were reversed by the 1970s when North Korean isolation kept it out of the technology loop.
The repressive leader of South Korea, Syngman Rhee was overthrown in 1960. South Korea, continued to grow (albeit in fits and starts) economically but was hampered by authoritarian governments and military rule. It is on its 6th constitution since 1948! Finally, in 1987, it had its first experience with free elections and has been consolidating its democratic gains since then. South Korea now has a very large, bustling and successful economy and is responsible for much of the aid that goes to North Korea. South Korea benefited from foreign investment in the 1970s and 1980s, especially from Japan and the United States. Today it is a major player in the Asian economy, and is noted for its production of cars, cell phones, and electronics.
North Korea’s economic slide is truly devastating. It can no longer feed its own people. It has remained committed to spending on its military, even developing nuclear weapons a few years ago. However, it gets a large portion of its food directly from other countries in the form of aid. Its new leader, Kim Jong Il, the son of Kim il Sung, is also revered in North Korea, as his father was, and is in complete control. However, he seems less capable of moving the economy forward and is willing to sacrifice his people for his pride.
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This is a night photo of the areas of South Korea, North Korea, Japan, and China.
North Korea is the black space between South Korea and China.
 
 
Taiwan
Taiwan is the home of the Republic of China. When the Communists took over mainland China in 1949, the government retreated to Taiwan and claimed to be the legitimate government. At that point, the United States only recognized the Republic of China as the true government of China. Since then, there have been many issues changes in economics and foreign policy.

Taiwan is an economic success story. Its economy grew quickly in the 1950s and 1960s, and eventually, the government became less autocratic and more committed to democracy. This is theoretically a positive, however, one of the things that the Taiwanese have hoped to vote for was independence from China. Mainland China has stated that, although it has not interfered in Taiwan, independence will not be tolerated.
U.S. foreign policy towards Taiwan has also evolved. Originally, the U.S. had stated it would not defend Taiwan. That changed following the Korean War. However, with the thaw in Sino (Chinese)/U.S. relations, the U.S. treads very carefully with Taiwan. Under Jimmy Carter, the United States formally recognized the Communist government of China as the legitimate government, and its relations with Taiwan, although remaining friendly, have become more restrained.
Furthermore, the great economic growth that occurred in Taiwan has also helped mainland China. Much of the “foreign” investment in China is from Taiwan. Many of the residents of Taiwan still have relationships with relatives on the mainland and this has been the source for many of the new companies in China.
Singapore
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Singapore is an island nation between Malaysia and Indonesia, surrounded by the Straits of Malacca, Straits of Johore and the Straits of Singapore. Historically it was a strategic site, due to the trade routes and the trade winds. It was a British colony until 1965. It is made up of a large Chinese population, along with native Malays. It was a part of Malaysia from 1963 to 1965. Since then it has been an independent city-state. It is one of the most successful economic zones in the world and is very favorable to business.
Its economy is modeled after Japan, and business gets a lot of support from the government. The government, however, is much more authoritarian than Japan. Although it is also a democracy, it was controlled by one party, the People’s Action Party (PAP) which strictly controlled media and individual rights. Recently, there has been a slight liberalization with the current Prime Minister.
Conclusion
The Pacific has been the largest area of growth since the end of the Second World War. Historically, it was the great empires of China that were the economic and political center of most of the world. The future for Asia cannot be predicted with accuracy, but it is safe to say that its role in world politics and economics is becoming more and more important.
The world, as we have seen it over the last 9 weeks is complicated by many different experiences, cultures, religions, desires, and expectations. Yet all of these countries have an enormous effect on each other, whether they are aware of it or not. For example, the 1973 oil embargo was meant to punish the United States for its role in the Yom Kippur War. Yet one of the side effects was that it punished North Korea and helped to hurt its economy. Another side effect was that the Japanese auto industry got an entrance into the large U.S. market. Without the Yom Kippur War, it is possible that General Motors would still be the largest car company in the world.
This class has focused on lots of details of economics and governments, but try to keep in mind that ultimately it is just one world and together that world has other obstacles and issues in its future. For example, we did not have a way to spend time looking at the role that overpopulation or the strains on the environment will have in the future. The effect of global warming could be catastrophic. If just a small number of cities are affected by changing weather patterns or rising ocean levels, this would not just affect those people. Their governments would be forced to direct economic aid in that direction, instead of some other direction. The loss of potential workers or factories could have effects outside of those countries.
Ultimately, economics is the study of how goods and services are divided. If we assume that the earth is the total (economic) pie, then how do you divide that pie up fairly? Does socialism or communism or capitalism work the most fairly? Is the answer always the same? Does the pie gets divided up completely for the people here now, or do they (we) have a responsibility to make sure there is still some pie for future generations?
These are the questions that leaders must ask and answer. If economics studies how goods are divided, politics/government studies how people get along. Both of these studies must be looked at historically because people and governments have long memories. Are the problems between the U.S. and Iran based on the current governments? Or are they are a result of the tensions of the Iranian revolution and the seizing of the American embassy? Or are they are a result of the CIA backed 1953 coup d’etat?
All of the information that we have covered is for you to use, to develop your own worldview. Hopefully, you will be able to make informed decisions, not just on what you read in the newspaper, but what you know of the world.

